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 P R O C E E D I N G S 1 



AUGUST 27, 2013                        10:05 a.m. 2 



  COMMISSIONER DOUGLAS:  Let's start the 3 



Business Meeting with the Pledge of Allegiance.   4 



  (Whereupon, the Pledge of Allegiance was  5 



  recited in unison.) 6 



  COMMISSIONER DOUGLAS:  All right, well 7 



let's start with Item 1 -- actually, why don't I 8 



start with just one or two notes on the agenda.  9 



We have nothing on Item 2, so we won't be doing 10 



Item 2.  Item 5 will be deferred to a future 11 



business meeting.   12 



  And so, with that, let's take up Item 1, 13 



the Consent Calendar.  I'm sorry, we'll do -- 14 



Commissioner McAllister has a brief disclosure, 15 



and then we'll go to the Consent Calendar. 16 



  COMMISSIONER MCALLISTER:  So this is not 17 



the Consent Calendar, but I figured I would just 18 



go ahead and do it upfront so we don't have to 19 



interrupt the flow.   20 



  So I actually don't have the recues on 21 



any items today, but I wanted to just do a little 22 



disclosure here that Items 9 -- I'll just read 23 



them out here -- none of these items benefit the 24 



U.C. Davis King School, but they do have to do 25 
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with a U.C. generally, and my wife is a Professor 1 



there as of last week, so I just wanted to make 2 



sure that I disclosed that.  And the items in 3 



question here are 9a(i) and (ii), 9d(iii), 4 



9d(vi), 9d(vii) and 9d(viii), and Item 13 that 5 



have something to do with the U.C. system.  So 6 



that's my disclosure, so let's proceed.  Thank 7 



you.  8 



  COMMISSIONER DOUGLAS:  All right.  Thank 9 



you, Commissioner McAllister.  With that, Item 1, 10 



Consent Calendar.  Do we have a motion?  11 



  COMMISSIONER MCALLISTER:  I'll move 12 



consent.  13 



  COMMISSIONER SCOTT:  Second.   14 



  COMMISSIONER DOUGLAS:  All in favor? 15 



  (Ayes.)  The item is approved 16 



unanimously.  17 



  COMMISSIONER DOUGLAS:  Item 3, Los 18 



Esteros Critical Energy Facility Phase 2.  Craig.  19 



  MR. HOFFMAN:  Good morning, 20 



Commissioners.  My name is Craig Hoffman and I'm 21 



your Compliance Project Manager for the Los 22 



Esteros 2 project.  With me this morning is Nancy 23 



Fletcher, Air Resources Engineer.   24 



  Staff is requesting that the Energy 25 
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Commission adopt an Order Approving the Petition 1 



to Modify the Los Esteros 2 Decision and adopt 2 



the new Proposed and Revised Conditions of 3 



Certification.   4 



  On November 28, 2012, Los Esteros Energy 5 



Facility filed a Petition with the Energy 6 



Commission requesting to modify the Final 7 



Decision.  The Los Esteros Energy Facility is a 8 



320-megawatt combined-cycle facility certified by 9 



the Energy Commission on January 2, 2011.  The 10 



project went commercially active on August 9, 11 



2013, and the project is finishing commissioning 12 



activities as we speak.  13 



  The facility is located in the City of 14 



San Jose and Santa Clara County.  The Petition 15 



requests changes to Air Quality Conditions of 16 



Certification that clarify monitoring and testing 17 



requirements, and makes no changes to any 18 



emission limits.   19 



  Changes are requested to extend the 20 



timing for conducting initial source testing and 21 



make corrections to permit language.  The 22 



addition of Proposed Condition of Certification 23 



AQ48 would allow a spare power turbine to be 24 



located on site in case any of the four trains 25 
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would ever go down.  Proposed modifications to 1 



Conditions of Certification AQ11, 19, 20, 21, 22, 2 



24, 25, 26, 27, 44, and 45, and the addition of 3 



AQ48 will assure compliance with LORS and assure 4 



the air emission limits remain less than 5 



significant.  6 



  The Bay Area Air Quality Management 7 



District will not approve any revisions to the 8 



authority to construct until the Energy 9 



Commission adopts an Order approving this 10 



Amendment.   11 



  In case of public review, on December 3, 12 



2012, a Notice of Receipt was docketed and mailed 13 



to the Post-Certification mail list and posted on 14 



the Energy Commission website.  On July 22, 2013, 15 



the staff analysis with notice was docketed, 16 



mailed to the post-certification mail list, and 17 



posted to the Energy Commission website, and sent 18 



out to the Listserv.   19 



  The Applicant provided comments on 20 



August 8th for a wording clarification for new 21 



Condition 48.  Staff has no problem with the 22 



language change and the clarification reinforces 23 



that the spare turbine is onsite.     24 



  The 30-day comment period for the staff 25 
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analysis ended on August 22nd, and no additional 1 



comments have been received.   2 



  Staff is available to respond to any 3 



questions the Commission might have, and the 4 



Applicant is here, as well.  Thank you.  5 



  COMMISSIONER DOUGLAS:  Thank you, Craig.  6 



Can we hear from the Applicant, please?  7 



  MR. WHEATLAND:  Good morning.  I'm Greg 8 



Wheatland and with me this morning is Barbara 9 



McBride.  We're here for Los Esteros.  We'd like 10 



to thank Mr. Hoffman and the Commission staff for 11 



their review of this amendment and for their 12 



recommendation of approval.  I don't have a 13 



formal presentation today, but we are available 14 



to answer any questions that you may have.  15 



  COMMISSIONER DOUGLAS:  All right, well, 16 



thank you very much.  Commissioners, I have 17 



looked at this, I typically review all the 18 



amendments and siting matters that go through 19 



here, particularly closely.  I think this is a 20 



reasonable proposal, it obviously was posted and 21 



didn't get any public comments.  So at this 22 



point, I think we're looking for a motion for 23 



Item 3, unless anyone has other questions or 24 



comments.   25 
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  COMMISSIONER MCALLISTER:  I'll just 1 



note, I mean, if there are no emissions changes 2 



of note, the Bay Area AQMD has said they're okay 3 



with it, there are no LORS issues, it seems like 4 



a pretty straightforward change, so I'll move 5 



Item 3.  6 



  COMMISSIONER SCOTT:  Second.  7 



  COMMISSIONER DOUGLAS:  All in favor?  8 



  (Ayes.)  The item is approved 9 



unanimously.  Thank you.  10 



  COMMISSIONER DOUGLAS:  Item 4, Walnut 11 



Energy Center Project.  Possible approval of a 12 



Petition to increase the backup water supply 13 



limit of 51-acre feet per year to 180-acre feet 14 



per year when recycled water is not available.  15 



Joseph, please.  16 



  MR. DOUGLAS:  Good morning, 17 



Commissioners.  My name is Joseph Douglas and I'm 18 



a Compliance Project Manager for the Walnut 19 



Energy Center Authority Amendment.  With me this 20 



morning is Jeffrey Ogata, Assistant Chief 21 



Counsel.  Also present are representatives from 22 



Walnut Energy Center Authority, the owners of 23 



Walnut Energy Center Power Project.   24 



  The Walnut Energy Center Power Project 25 
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is a nominal 250-megawatt combined-cycle plant 1 



located in the City of Turlock in Stanislaus 2 



County.  The project was certified by the Energy 3 



Commission on February 18, 2004, and began 4 



commercial operation on February 28, 2006.   5 



  On January 21, 2011, Walnut Energy 6 



Center filed a petition with the California 7 



Energy Commission to modify the wording of the 8 



existing Condition of Certification Soils and 9 



Water 5, allowing Walnut Energy Center to 10 



increase the backup water supply when recycled 11 



water is not available.   12 



  The project was licensed to use up to 13 



1,800 acre feet per year of recycled water.  And 14 



when recycled water was not available as the 15 



project commenced operation, the project was 16 



permitted to use potable water as a bridge supply 17 



until the recycled water became available.   18 



  In 2005, the Energy Commission approved 19 



an amendment that changed the source of the 20 



backup water supply from potable water to poor 21 



quality groundwater from Walnut Energy's onsite 22 



wells.  The groundwater was also approved as a 23 



backup water source until the City of Turlock's 24 



Wastewater Treatment Plant was able to produce 25 











 



  13 
CALIFORNIA REPORTING, LLC 



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



 



sufficient quantities of recycled water.  Once 1 



recycled water could be delivered, 51 acre feet 2 



of groundwater was permitted to be used as a 3 



backup source in an event of a short term 4 



interruption in recycled water delivery.   5 



  Since the City of Turlock has begun 6 



supplying recycled water to Walnut Energy, 7 



interruptions of recycled water supply have been 8 



more frequent than anticipated.  The proposed 9 



modifications will allow Walnut Energy Center 10 



Authority to increase the backup water supply 11 



limit of 51 acre feet to 100 acre feet per year.  12 



However, the maximum water supply volume the 13 



plant is licensed to use will remain at 1,800 14 



acre feet per year.  15 



  The Notice of Receipt was mailed to the 16 



Walnut Energy Center Post-Certification Mailing 17 



List, docketed and posted to the Energy 18 



Commission website on February 8, 2011.  Staff's 19 



analysis of the Petition was docketed, posted to 20 



the Web, and mailed to the Walnut Energy Center 21 



Post-Certification Mailing List on June 28, 2013.   22 



  Energy Commission staff reviewed the 23 



Petition and finds that it complies with the 24 



requirements of Title 20, Section 1769A of the 25 
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California Code of Regulations, and recommends 1 



approval of the post-project modifications and 2 



associated revisions to soil and water resources 3 



based upon staff's findings and subject to the 4 



Revised Condition of Certification.  Thank you.  5 



  COMMISSIONER DOUGLAS:  Thank you.  Can 6 



we please hear from Walnut Energy Center?  7 



  MR. HARRIS:  Yeah, thank you.  Good 8 



morning.  I'm Jeff Harris on behalf of the Walnut 9 



Energy Center.  To my right is Mr. Brian 10 



LaFollette, who is the Assistant General Manager 11 



from the district for Power Supply 12 



Administration.  Sitting in the audience behind 13 



me, as well, is Mr. George Davies, and George is 14 



the Combustion Turbine Department Manager, the 15 



guy who is there every day, on the ground, making 16 



sure things work right.  And Susan Strachan is 17 



also in the audience from Strachan Consulting.  18 



That's our team, been working on this.   19 



  I want to basically start out by telling 20 



you that we definitely support the staff's 21 



position on this and our request for you today is 22 



to approve the staff's recommendation.  I don't 23 



have any formal presentation either, I think Mr. 24 



Wheatland did that right.  We're available to 25 
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answer any questions.  I do want to thank the 1 



staff, Joe, all the folks in the Water 2 



Department, for taking us through this, it took a 3 



long time to get there, but we've developed some 4 



very good working relationships now, and I think 5 



that's the best thing to come out of this.  And 6 



we look forward to working with the staff in the 7 



future.   8 



  COMMISSIONER DOUGLAS:  Well, that's 9 



great.  I appreciate hearing this and I know that 10 



you did work hard with staff and really 11 



iteratively with staff to get to a satisfactory 12 



resolution of this issue, so I really appreciate 13 



that, as well.  And with that, Commissioners, I 14 



certainly recommend this item for our support.  15 



  COMMISSIONER MCALLISTER:  Just one 16 



question.  Were there sort of the -- what was the 17 



discussions that were on the ground in the 18 



district, you know, about the water supply and 19 



whether the increment from 51 to 180 was -- what 20 



impact, negative impacts, and sort of how did you 21 



work through that discussion?  Were there locals 22 



that were -- local stakeholders that you had to 23 



sort of work with on that issue to get to the 24 



resolution that you have?  25 
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  MR. HARRIS:  It was a long process, but 1 



again, ultimately a very good process and we 2 



ended up in the right place.  The district has 3 



about a 700-megawatt peaking capacity -- what's 4 



our peak?  A little less than that.  This asset, 5 



the Walnut Energy Center, represents about 35 6 



percent of all the energy that TID either 7 



generates or purchases, which is a very 8 



significant part of that.  It's also -- the 9 



lynchpin of the Balancing Authority for the 10 



district, and one of the things that the 11 



Commission did approve in the project was to 12 



basically say we understand that, we're not going 13 



to require you to shut down, so we went back and 14 



forth with staff, traded data, and tried to come 15 



up with a number.  The big issue for us is that 16 



we're dependent on the water supply from the City 17 



of Turlock Wastewater Treatment Plant, and the 18 



City of Turlock is independent of the Turlock 19 



Irrigation District, we're a customer to them.  20 



And we think on the whole that project will be 21 



reliable over time, it's gotten better over time, 22 



we think, and as we go forward we think it will 23 



get better.  So I think what you see is really 24 



planning against a very bad outcome that we think 25 
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is now a low probability outcome with this number 1 



that has been recommended by staff.  2 



  COMMISSIONER MCALLISTER:  Okay, so I 3 



guess you mentioned the City, I guess I was just 4 



wondering, is the City on board with this 5 



resolution as well?  6 



  MR. HARRIS:  Yeah, George, as I 7 



mentioned before, works very closely with the 8 



City.  We've had many meetings with the City to 9 



talk about their operations and how to make the 10 



facility more reliable.  Some of the problems 11 



that have occurred recently have been really 12 



related to the changes in the Regulation of the 13 



wastewater treatment plant, and so in some ways 14 



out of the control of the City of Turlock, as 15 



well.  But that coordination happens on a regular 16 



basis and we also coordinate with your staff.  We 17 



have a requirement to notify you within 24 hours 18 



of anything that happens going forward.  And 19 



there really hasn't been any local interest, to 20 



actually answer one of your questions directly.  21 



We've had basically nobody from the public show 22 



up and be concerned about this issue, and I think 23 



the wastewater treatment plant is happy to have 24 



us as a customer.  So overall, things are very 25 
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nice in Turlock.  1 



  COMMISSIONER MCALLISTER:  Great.  So 2 



I'll move Item 4.  3 



  COMMISSIONER HOCHSCHILD:  Second.  4 



  COMMISSIONER DOUGLAS:  All in favor?  5 



  (Ayes.)  The item is approved 6 



unanimously.  Thank you.   7 



  COMMISSIONER DOUGLAS:  Item 6.  Lodi 8 



Energy Center.  Consideration of a Petition to 9 



Amend 12 Air Quality Conditions of Certification 10 



for the Lodi Energy Center to allow increased 11 



emissions during startup, allow gas turbine 12 



tuning necessary for periodic maintenance and 13 



calibration, to amend the minimum temperatures 14 



for the selective catalytic reduction system to 15 



start ammonium injection, and to change the 16 



specifications of the volumetric fuel flow meter.  17 



Eric.   18 



  MR. VEERKAMP:  Good morning, 19 



Commissioners.  My name is Eric Veerkamp and I'm 20 



a Compliance Project Manager for the proposed 21 



amendment for the Lodi Energy Center.  I have 22 



Joseph Hughes with the Air Quality staff here, as 23 



well, this morning.  And also, representing the 24 



owner in the audience, we have Jeff Adkins, 25 
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Michael DeBartoli, and Vinnie Venethongkham.   1 



  The Lodi Energy Center is a 296-megawatt 2 



natural gas-fired combined-cycle generating 3 



facility consisting of one combustion turbine 4 



generator, one condensing steam turbine 5 



generator, one heat recovery steam generator and 6 



associated equipment.   7 



  The plant is located in the City of Lodi 8 



next to the City's wastewater treatment plant on 9 



I-5 at Thornton Rd.  The project was certified by 10 



the Commission in April of 2010 and began 11 



commercial operation in November, two years later 12 



in 2012.   13 



  The Petition was filed with the 14 



Commission on April 14, 2013, requesting 15 



revisions to eight Air Quality Conditions of 16 



Certification.  But as a result of subsequent 17 



discussions with the owner that occurred during 18 



staff review, as well as a letter that we 19 



received from the owner, there are a total of 12 20 



Conditions of Certification proposed for 21 



revision.   22 



  The first request is to allow increased 23 



CO emissions during combustion turbine startup, 24 



and that's Air Quality Condition 25.  The request 25 











 



  20 
CALIFORNIA REPORTING, LLC 



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



 



is being made to match actual as measured 1 



performance, rather than anticipated performance 2 



approved by the Commission as a part of the final 3 



decision.  Second, there is a request to allow 4 



gas turbine combustor tuning that's necessary for 5 



periodic maintenance and calibration, and to 6 



ensure appropriate recordkeeping for tuning 7 



events.  That is related to Air Quality Condition 8 



22, 26, 27, 28, 29, 32 and 33, as well as 65 and 9 



66.   10 



  There is also a request to revise the 11 



language which refers to establishing the minimum 12 



temperature at which the Selective Catalytic 13 



Reduction or the SCR system starts the ammonia 14 



injection, and that's Air Quality 22 and 23.   15 



  And finally, there's a request to define 16 



the type of volumetric fuel flow meter that's 17 



used to measure the amount of natural gas 18 



combusted.  And that's Air Quality 52.   19 



  Energy Commission staff has reviewed 20 



this Petition to Amend all of the revised 21 



conditions and have assessed their impacts on 22 



environmental quality and on public health and 23 



safety.  Staff has determined that, despite the 24 



increase in CO emissions, there would be no 25 
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significant impacts to air quality primarily 1 



because the increase is well within the limits of 2 



the original analysis, which was found to be not 3 



significant at that time.   4 



  There is no need for additional emission 5 



credits, and since the area is in attainment for 6 



CO, staff is recommending approval of all the 7 



proposed changes.   8 



  COMMISSIONER DOUGLAS:  Thank you -- oh, 9 



sorry, I thought you were done, go ahead.  10 



  MR. VEERKAMP:  I'm sorry.  In staff's 11 



opinion, with the implementation of the revised 12 



conditions, the project will remain in compliance 13 



with the LORS and procedurally the staff 14 



analysis, which was dated July 18, 2013, was 15 



docketed and posted to our website on July 8th, 16 



and the public review period expired on August 17 



8th, and we didn't receive any comments.  And 18 



that does conclude my presentation.  I'd be happy 19 



to take any questions you might have.  20 



  COMMISSIONER DOUGLAS:  Thank you.  So 21 



let's go on to Lodi Energy Center, then, and to 22 



hear from you, please.  23 



  MR. ADKINS:  My name is Jeff Adkins with 24 



Sierra Research, representing Lodi Energy Center.  25 
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Also with me is Michael DeBartoli, the Plant 1 



Manager at Lodi Energy Center.  I'd like to thank 2 



Mr. Veerkamp for his presentation and 3 



recommendation of approval.  We have no formal 4 



presentation, but we are available for answering 5 



questions.  Thank you.  6 



  COMMISSIONER DOUGLAS:  So one question 7 



that I think just might be helpful as background 8 



is, if you, either staff or Lodi Energy Center, 9 



could just provide some background on how, you 10 



know, sometimes we will set conditions based on 11 



anticipated performance, and then need to true it 12 



up based on actual performance, and maybe that's 13 



a good one to start with staff, and then hear 14 



from Applicant, just a little more background on 15 



the purpose and reason for the changes.  Go 16 



ahead, Eric.  17 



  MR. VEERKAMP:  I'm not sure how 18 



effectively I can speak to that issue other than 19 



to say that I think staff was very thorough 20 



during the original analysis in looking at the 21 



amount of emissions that were allowable, if you 22 



will, and the fact that they are realizing that 23 



they do need to true that in, it's still within 24 



the limits of the analysis that was done, making 25 
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it non-significant.  But I know Joseph Hughes 1 



could probably speak to more detail on that if 2 



you'd like -- 3 



  COMMISSIONER MCALLISTER:  Can I just 4 



maybe put a finer point on that?  So, could you 5 



just say what the original analysis is and those 6 



limits, and then what ended up in the actual 7 



application?  Those sound like those were 8 



different and we're now truing up the actual 9 



conditions, but it's still within some original 10 



analysis limit, so if you can just give that 11 



background, that would be great.  12 



  MR. VEERKAMP:  As I recall, the original 13 



analysis provided a maximum emission limit of 14 



1,500 -- is it tons or pounds -- pounds per hour.  15 



And the proposed change with a -- fudge factor 16 



isn't the best term -- but with that added in, 17 



the maximum is up to 1,200 pounds per hour, so 18 



it's still well within what was originally 19 



analyzed.  20 



  MR. HUGHES:  Yeah, I think if I can help 21 



there, I think what Eric is pointing out is the 22 



worst case emissions that were evaluated and 23 



permitted were 900 pounds per hour; however, when 24 



we looked at the impacts associated with the 25 
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commissioning period, I think those were up to 1 



about 2,000 pounds per hour, and the impacts 2 



associated with that we determined wouldn't be 3 



significant.  For this request, we evaluated the 4 



increase to 1,500 pounds per hour and also 5 



determined that, for both one hour and eight hour 6 



ambient air quality standards, it would be well 7 



below those standards, but we are in fact 8 



actually asking to increase from 900 to 1,500 9 



pounds per hour because, after the Applicant -- 10 



when they came in for the original Application 11 



for Certification, they presented data based off 12 



of similar type engines, and after initial 13 



commissioning and operation, they determined that 14 



under certain conditions like low load, cold 15 



ambient temperatures, the emissions were actually 16 



slightly higher than what was originally 17 



anticipated.  Some of the CEMS data from like 18 



early November show that there were limits during 19 



these cold starts that reached about 1,200 pounds 20 



per hour, and based off discussions with Air 21 



Quality Management District, they decided to 22 



include a margin of safety of 25 percent, and so 23 



that's where we're at, at the 1,500 pounds.  We 24 



evaluated it and determined that there wouldn't 25 
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be any additional significant impacts associated 1 



with that.  Oh, I'm sorry, this is Joseph Hughes 2 



with Air Quality.   3 



  COMMISSIONER DOUGLAS:  Thank you.  And 4 



that's very helpful.  That's what I was asking.  5 



Let me just see if there's any addition from Lodi 6 



Energy Center.  7 



  MR. ADKINS:  Yes.  As Mr. Hughes said, 8 



the original maximum hourly startup when it was 9 



900 pounds per hour, during certain specific 10 



situations, in this case it was cold start and 11 



cold ambient, we saw peaks during actual startups 12 



around 1,200 pounds per hour.  We then went in 13 



with a request to the Air District for 1,500 14 



pounds per hour to account for these situations.  15 



  Just as a little bit of background, this 16 



is a combined-cycle fast start technology, so 17 



we're pushing the limits of how fast we can bring 18 



up this combined-cycle unit, and in doing that 19 



there are situations where just a couple of 20 



minutes make a big difference, and this is kind 21 



of the result of that.  22 



  COMMISSIONER DOUGLAS:  Yeah, that makes 23 



sense, and I think to some degree the broader 24 



point here is that it's very helpful to come in 25 
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and show what kind of engine you plan to use, and 1 



comparable performance in other circumstances, 2 



but obviously both the climate and the area 3 



you're operating in, and the manner in which you 4 



operate the plant can impact those numbers, and I 5 



think we're just seeing some of that here.  So 6 



let me just ask if there are any other questions?  7 



Commissioner Scott?  8 



  COMMISSIONER SCOTT:  I have a follow-up 9 



question also on the amending the minimum 10 



temperatures for the selected catalytic 11 



reduction, and I know this is used to help reduce 12 



the NOx emissions, and so I'm wondering, talk to 13 



us a little bit more about that.  So if you're 14 



amending these temperatures, are you expecting to 15 



get a more effective reduction of NOx?   16 



  MR. HUGHES:  Actually, for this 17 



particular change, generally, yeah, the selective 18 



catalytic reduction system injects ammonia to 19 



create a chemical reaction that does reduce 20 



nitrogen oxides.  However, for this particular 21 



amendment, this portion, it's just an 22 



administrative change.  That minimum catalytic 23 



temperature has already been established for 106 24 



degrees, I think, and so for the administrative 25 
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change that's happening here, it's just so that 1 



we can revisit it in the future in case there's 2 



ever a part replacement and we need to then 3 



further amend the catalytic temperature at that 4 



time.  5 



  COMMISSIONER SCOTT:  Thanks.  6 



  COMMISSIONER MCALLISTER:  So there are 7 



no additional emissions associated with that. 8 



  MR. HUGHES:  No, no.  9 



  COMMISSIONER MCALLISTER:  Yeah, I just 10 



wanted to make a comment, really.  I guess I 11 



wanted to highlight this plant and the technology 12 



more generally, just as something that is 13 



important for California as we engage, you know, 14 



ever deeper in the discussion of flexible 15 



resources and the need for load following 16 



resources as our sort of demand side, and 17 



generation mixes interact in ever more 18 



complicated ways.  And so I think, I mean, 19 



combined-cycle has the benefit obviously of high 20 



efficiency, and traditionally it's been with a 21 



cost on the flexibility and the ramping 22 



capability that's starting in the ramping 23 



capability of gas-fired technologies, and so the 24 



fallback has tended to be a single cycle, if you 25 
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really needed that flexible capacity.  So this 1 



plant, I think, has it largely both ways where we 2 



get, you know, when it's running for a little 3 



while after starting it does operate efficiently, 4 



but it also has that quick ramping capability, 5 



and that's a technological innovation that I 6 



think Lodi is proving out.  And so these tweaks 7 



and this truing up, I think, is part of that 8 



process.  And you know, metallurgical and in 9 



other ways, it's testing the limits of technology 10 



and I think it's quite an interesting project and 11 



it's steel in the ground at the POU, and I think 12 



it's in a lot of ways a really great project and 13 



quite exemplary, you know, given -- obviously we 14 



need more on the demand side, we need more Demand 15 



Response, we need lots of other flexible 16 



resources, and we can't rely on natural gas 17 



alone, but I think to the extent we need this 18 



sort of cutting edge technology, this is a good 19 



demonstration project, and I was fortunate enough 20 



to go visit the plant and see it working.  And I 21 



think that, combined with the implementation 22 



time, it was pretty quick -- I think it was, you 23 



know, a nice role, a nice modeling role that Lodi 24 



has played.  So thanks for that.  And anymore 25 
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questions?   1 



  COMMISSIONER DOUGLAS:  Is there a 2 



motion? 3 



  COMMISSIONER MCALLISTER:  I'll move Item 4 



6.  5 



  COMMISSIONER SCOTT:  Second.  6 



  COMMISSIONER DOUGLAS:  All in favor?  7 



  (Ayes.)  The item is approved 8 



unanimously.  Thank you.  9 



  COMMISSIONER DOUGLAS:  Item 7.  Redondo 10 



Beach Energy Project.  Let's see, 7a, we'll start 11 



there, is Commission consideration of the 12 



Executive Director's data adequacy recommendation 13 



for the Redondo Beach Energy Project.   14 



  MS. KELLY:  Good morning, Commissioners. 15 



I am Pat Kelly, Project Manager for the Redondo 16 



Beach Energy Project.  To my right is Kerry 17 



Willis, the project attorney.   18 



  On November 20, 2012, the California 19 



Energy Commission received an Application for 20 



Certification from AES Southland, LLC to 21 



construct, own, and operate the Redondo Beach 22 



Energy Project.  The proposed project site is 23 



located at 1100 North Harbor Drive in the City of 24 



Redondo Beach, southeast of and adjacent to North 25 
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Harbor Drive and Herondo Street.   1 



  The project would utilize 10.5 acres, in 2 



addition to a 2.2 acre existing switchyard 3 



located entirely within the approximately 50-acre 4 



footprint of the existing Redondo Beach 5 



Generating Station.  The proposed Redondo Beach 6 



Energy Project would be a natural gas-fired 7 



combined-cycle air-cooled 496-megawatt electrical 8 



generating facility that would be constructed on 9 



the site of, and eventually replace the existing 10 



Redondo Beach Generating Station.   11 



  The project would also eliminate the use 12 



of ocean water for cooling to comply with State 13 



Water Board policy.   14 



  This Application, or AFC, was reviewed 15 



for data adequacy on January 9, 2013.  The Energy 16 



Commission determined the AFC inadequate and 17 



adopted a list of deficiencies in six technical 18 



areas: air quality, biological resources, 19 



cultural resources, traffic and transportation, 20 



transmission system design, and waste management.  21 



The Applicant provided supplemental information 22 



on January 30, 2013 and February 20, 2013.  In 23 



addition, on July 9, 2013, the South Coast Air 24 



Quality Management District provided a letter 25 
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confirming that the application to the Air 1 



District was now complete.  Staff has completed 2 



its data adequacy review of the AFC and has 3 



determined the AFC and supplemental information 4 



meets all the requirements listed in Title 20, 5 



California Code of Regulations, Section 1704, 6 



Appendix B, for the 12-month process.   7 



  Once the project is determined to be 8 



data adequate by the Commission, the Energy 9 



Commission staff will begin the environmental 10 



analysis for each technical topic.  Staff will 11 



provide data requests pertaining to specific 12 



technical topics for the Applicant to respond.  13 



  During the staff discovery period, 14 



public workshops will be scheduled for staff, 15 



Applicant, and other parties to discuss specific 16 



issues at workshops or public meetings that 17 



provide opportunities to participate in the 18 



review process.  A notice is provided at least 10 19 



days prior to each workshop on the Energy 20 



Commission's website, and is emailed to people on 21 



the Proof of Service list and the Listserv.  22 



Other agencies, as well as the public, are 23 



invited to attend or phone in, and will be given 24 



an opportunity to comment.  25 
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  The Energy Commission received two 1 



separate Data Adequacy comment letters, first 2 



from the City of Redondo Beach, and a second from 3 



Build a Better Redondo, and NoPowerPlant.com, and 4 



Commissioner Bill Brand, which identifies 5 



technical areas of concern.  The Energy 6 



Commission provided response letters which are 7 



available on the Energy Commission Project web 8 



page.  Staff determined the issues raised in both 9 



the data adequacy comment letters go beyond the 10 



scope of information required in Appendix B, 11 



Section 1704, Title 20.  Staff has been directed 12 



to revisit and review the concerns addressed in 13 



the letters during the environmental analysis or 14 



discovery phase of the process, which begins when 15 



the Commission determines the project is data 16 



adequate.   17 



  Staff recommends the Commission find the 18 



project data adequate and appoint a committee to 19 



oversee the Redondo Beach Energy Project.  Staff 20 



is present in the room to address questions, plus 21 



there are representatives from the City of 22 



Redondo Beach, as well as South Coast Air 23 



District today.  I believe they wish to make 24 



public comment on this project.  That concludes 25 
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staff's presentation.  Thank you.  1 



  COMMISSIONER DOUGLAS:  Thank you.  And 2 



let me just ask a brief question.  When was 3 



staff's response to the two letters posted?  4 



  MS. KELLY:  It was the -- let me look -- 5 



okay, on December 21, 2012, the response was sent 6 



to the Mayor at the time, Mike Gin, responding to 7 



the City's letter, which identified 15 areas that 8 



they felt were inadequate as far as data 9 



inadequate.  And then the second letter, which 10 



was written to Build a Better Redondo and 11 



NoPowerPlant.com was dated January 8, 2013, and 12 



they were docketed -- the January 8th letter was 13 



docketed on January 8th and the letter to the 14 



Mayor was docketed on December 27th, but it's 15 



dated the 21st.   16 



  COMMISSIONER DOUGLAS:  All right, well, 17 



thank you.  Great.  Let's hear from the 18 



Applicant.  19 



  MR. O'KANE:  Thank you, Commissioner.  20 



My name is Stephen O'Kane.  I am the Vice 21 



President of AES Southland Development, the 22 



Applicant, and I'm also the Manager of 23 



Sustainability and Regulatory Compliance for the 24 



operating companies that include the existing 25 











 



  34 
CALIFORNIA REPORTING, LLC 



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



 



Redondo Beach Generating Station.   1 



  I don't have a formal presentation, but 2 



I do want to say a few words.  First, I'd like to 3 



introduce some members of my team.  First in the 4 



audience behind me is my colleague, also with AES 5 



Southland, Julie Gill, out of our Government and 6 



Regulatory Affairs; to my left here is our legal 7 



counsel from Ellison, Schneider & Harris, Greg 8 



Wheatland; his assistant behind me, Assistant 9 



Legal Counsel -- we'll be careful there -- 10 



Samantha Pottenger; and my Environmental 11 



Consultants from CH2M Hill, our Project Manager, 12 



Sarah Madams, and Jerry Salamy.  Thank you.   13 



  I'd like to really thank the CEC staff 14 



for their work in reviewing and assessing our 15 



application against the requirements for data 16 



adequacy.  This has been a long process.  We 17 



originally filed our application in November of 18 



2012, and I was last in front of this Commission 19 



January 9th, and at that time made the commitment 20 



of addressing all of the outstanding data 21 



adequacy requirements by the end of that month.   22 



  I think the record will show that AES 23 



was able to do that at that date, respond to all 24 



the data adequacy requirements.  However, after 25 
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some input from the U.S. EPA and discussions with 1 



the South Coast Air Quality Management District, 2 



in terms of their completeness for their 3 



application to the AQMD, the AQMD had to reassess 4 



what would be sufficient for them to call the 5 



application complete, which resulted in a number 6 



of iterations for us to get to the point where 7 



all parties were satisfied that we had 8 



appropriately addressed all the new information 9 



and comments.  So that was really the reason why 10 



we're 10 months past the date of initial filing, 11 



we're at a data adequacy recommendation hearing.   12 



  Needless to say, through all that data 13 



adequacy recommendation, new information, this 14 



did not result in any new conclusions from our 15 



environmental analysis, nor did it result in any 16 



change to our design.  I think this was just 17 



further information to be able to provide the 18 



agencies with the tools they needed to begin 19 



their review.  And as Ms. Kelly already stated, 20 



today is to begin that review, it is not to 21 



assess whether or not this -- the merits of this 22 



project.  So it was a long time and, in the 23 



interim, a number of significant events have 24 



occurred in the electricity market, the system, 25 
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and even in the City of Redondo Beach, that are 1 



relevant to this process.   2 



  I think first is the California Public 3 



Utilities Commission's determination and release 4 



of their results and recommendation and 5 



authorization from Track 1 of the 2012 Long Term 6 



Planning Process, which authorized the Investor-7 



Owned Utilities to procure up to 1,800 megawatts 8 



of generation in the Western Los Angeles 9 



Reliability Area, 1,000 to 1,200 megawatts of 10 



that to be gas-fired generation.  Certainly, the 11 



Redondo Beach Energy Project fulfills -- can be 12 



an option that could fulfill that need.   13 



  Secondly, the other major event that 14 



happened was the announcement by Southern 15 



California Edison of the permanent closure of the 16 



San Onofre Nuclear Generating Station, and then 17 



the continuation of a Track 4 in the long term 18 



procurement process to evaluate further need for 19 



generation within the Western Los Angeles 20 



Reliability Area.  And while no determination has 21 



yet been made on exactly how much more we'll 22 



need, as a result of the SONGS no longer being in 23 



service, I think it's very likely, if not a 24 



certainty, that there will be additional 25 











 



  37 
CALIFORNIA REPORTING, LLC 



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



 



generation authorized from the Investor-Owned 1 



Utilities to procure.   2 



  And the Redondo Beach Energy Project 3 



would be one of the options that the utilities 4 



could proceed with in maintaining their system 5 



reliability and the goals for safe, clean and 6 



reliable energy for California.  7 



  The other major event that happened took 8 



place in March in the City of Redondo Beach, a 9 



voter-led initiative, Measure A, that would see 10 



the rezoning of our power plant site, our 50-acre 11 



power plant site, into zoning that would be 12 



incompatible with this application.  That zoning 13 



measure was defeated.  A majority of voters in 14 



Redondo Beach did not agree with that process 15 



and, while it was not a vote on the up or down of 16 



this application and this project, I think it was 17 



quite clear that it was a rejection of the vision 18 



that the groups, Build a Better Redondo and 19 



NoPowerPlant.com, had for the Redondo Beach, and 20 



it was also a vote in favor of due process and, 21 



really, I would say, a vote of confidence in this 22 



Commission and its process and your ability to 23 



effectively weigh the merits of our project.   24 



  And so today I urge you to accept the 25 
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staff recommendations for data adequacy.  We 1 



believe -- AES believes -- that we have designed 2 



a project that are going to meet the needs of all 3 



stakeholders and provide safe, clean, reliable 4 



energy that's desperately needed in the Western 5 



Reliability Area.  Thank you.   6 



  COMMISSIONER DOUGLAS:  Thank you.  We 7 



now have a number -- I have a number of blue 8 



cards in my hand.  If anyone is here who would 9 



like to speak and has not filled out a blue card, 10 



please do so, please give it to the Public 11 



Advisor so that I can call on you.  We may also 12 



have people on the phone who would like to speak.  13 



No?  Okay.  All right.   14 



  So let me ask first -- we've got a 15 



couple of representatives from the City of 16 



Redondo Beach, including the Mayor, so let me ask 17 



the Mayor to come forward first.  I'd like to 18 



give the City more or less equal time with the 19 



other participants.  We typically have a three-20 



minute limit, but I'll just say generally equal 21 



time, but that doesn't really mean 40 minutes 22 



each, or 10 minutes each --  23 



  MR. ASPEL:  I don't need that much time.  24 



  COMMISSIONER DOUGLAS:  That's fabulous.  25 
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Go ahead, please.  And welcome to the Energy 1 



Commission.  2 



  MR. ASPEL:  I'm familiar with that 3 



three-minute timer.  I'm from the other side of 4 



the table here.   5 



  COMMISSIONER DOUGLAS:  All right, well, 6 



you can go a little beyond that if you need to, 7 



and welcome. 8 



  MR. ASPEL:  Thank you, I appreciate 9 



that.  My name is Steve Aspel and I am the Mayor, 10 



recently elected in May, and the letters were 11 



going to Mike Gin, the former Mayor.  Let it be 12 



known, I'm not part of the Build a Better Redondo 13 



or NoPowerPlant and I was opposed to the Measure 14 



A also.  That said, that doesn't mean that the 15 



citizens really want a power plant there.  It was 16 



in opposition to the zoning initiative only.  17 



We've had a power plant there for over 100 years 18 



and it has supplied ample electricity, or our 19 



share of electricity to the Southern California 20 



Region for all that time.  And we just think it's 21 



an ancient facility and it needs to be retired.   22 



  The City Council back in April voted 23 



unanimously, and I was one of the Council 24 



members, to oppose the power plant, the 25 
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repowering of this, and that resolution has been 1 



submitted to the Commission.  And the resolution 2 



also stated we oppose it unless the power is 3 



absolutely -- you deem it absolutely necessary.  4 



  But the application submitted by the AES 5 



is inadequate because it fails to address why the 6 



new plant is needed since our independent study 7 



shows the existing and planned electrical 8 



generation is sufficient to meet the needs.  New 9 



air pollution from the power plant, I don't 10 



think, has been addressed properly and, as you 11 



know, it's on the coast and the wind blows 12 



inland, so any pollution coming from that power 13 



plant, while we understand it will be less than 14 



what the current power plant is, would blow 15 



inland over many other cities, not just Redondo 16 



Beach.  17 



  And the application I don't think really 18 



addresses the potential alternatives for the land 19 



use.  The City, myself and the citizens are 20 



willing to work collaboratively with AES to find 21 



a suitable land use that they can return a 22 



healthy profit on.  We've been dealing with this 23 



since I was on the Planning Commission back in 24 



2000 when we had a Heart of the City, I think it 25 
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was Williams Corporation at the time, wanted to 1 



tear down the power plant and build 3,000 condos, 2 



but the citizens didn't want that either.  But 3 



there's some happy medium.  So AES knows that 4 



they can work with us and, if there's no power 5 



plant approved, that all their 56 acres will -- 6 



they'll be allowed to develop and work with the 7 



City and it won't have to be one big park.   8 



  The City wants to be engaged with the 9 



Commission and AES, we're not enemies of AES, 10 



we're not enemies of the Commission.  We would 11 



work collaboratively with everybody at the 12 



Commission and any other agency in California.  13 



  But what I want you to understand is we 14 



are in the process right now of working with a 15 



couple developers about investing $300 million 16 



into the harbor there, and the harbor is directly 17 



across the street from the power plant.  And it's 18 



going to have hotels and retail, all kinds of 19 



shops, and it will be an attractive place for 20 



people from all around, especially Los Angeles 21 



County, to visit.  And since we're a coastal 22 



resort, we do get people from everywhere in 23 



Southern California.   24 



  So having said that, with a $300 million 25 
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investment with all this on the waterfront, it 1 



probably isn't compatible with the power plant 2 



directly behind it.  So we would just like to 3 



work with AES and have you deny their permits, 4 



and the citizens of Redondo, just know that, 5 



while Measure A did not pass, that was just a 6 



separate issue, it was a land use initiative, but 7 



I would believe, as from being recently elected 8 



and knocking on a lot of doors, that 9 



fundamentally the people want their electric 10 



ranges to work and we want the power to go on, 11 



and if you deem it totally necessary, then 12 



everybody would live with that.  But if it's not 13 



deemed necessary, then I believe the majority of 14 



citizens would be tenacious in their fight 15 



against the repowering, as would myself and the 16 



City Council.  So I'm available for any 17 



questions, but I know we have Councilmember Brand 18 



and our City -- excuse me, the City Attorney 19 



couldn't make it today -- and our City Manager 20 



that wants to talk, too.  Anyway, thanks for 21 



hearing us.  I appreciate that.   22 



  COMMISSIONER DOUGLAS:  Thanks very much.  23 



Thanks for making the trip.  We appreciate you 24 



coming here.  All right, so let's go now to Bill 25 
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Brand, please, Councilmember Brand.  1 



  COUNCILMEMBER BRAND:  Well, good 2 



morning, Commissioners.  My name is Bill Brand 3 



with the City Council, Redondo Beach.  I may go a 4 



little over your three minutes, but I'll try to 5 



make it quick.  I'm here to represent the 6 



thousands of residents around this area who will 7 



suffer the brunt of the impacts of a new power 8 



plant this site will bring for decades to come.  9 



  First, I want to turn your attention to 10 



a meeting you guys had in June of 2012 with the 11 



PUC and the ISO in Los Angeles, which I attended, 12 



where one of the ISO presentations, I think it 13 



was given by Neil Millar, stated the most 14 



efficient areas to replace power in this area was 15 



in Los Alamitos and Huntington Beach, not Redondo 16 



Beach.  And this is consistent with CAISO's 17 



affectivity studies that show Los Alamitos and 18 



Huntington Beach plants with higher affectivity 19 



factors than Redondo Beach.   20 



  This is also consistent with the latest 21 



report submitted to you by Advanced Energy 22 



Solutions, that shows adding capacity in Redondo 23 



Beach further away from where the generation is 24 



actually needed with the retirement of SONGS will 25 
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require more capacity to be added in the Southern 1 



California area overall.  With San Onofre 2 



permanently retired, the most efficient location 3 



to add additional capacity are in Orange County, 4 



not Redondo Beach, where line loss will actually 5 



cause more megawatts to be added than would be 6 



necessary if Redondo is retired.   7 



  The overall inefficiencies created by 8 



adding capacity at Redondo Beach undermines the 9 



goal of everyone except AS, of course, to 10 



minimize our reliance on fossil fueled power 11 



plants in densely populated areas of our coast.   12 



  Now, I know the Commission will not be 13 



doing a needs analysis to determine if this plant 14 



is needed from a capacity perspective, but many 15 



do think you will determine if it's needed first. 16 



It will be helpful if the Commission would state 17 



at this meeting that you are not charged with 18 



determining need, only if there is a conflict 19 



with our local laws, ordinances, and resolutions 20 



would a need analysis be performed; most do not 21 



understand this.   22 



  This is a very sensitive site, it's a 23 



unique site where there is no buffer.  The 24 



proposed location borders the most densely 25 
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populated area on the coast.  It is adjacent to 1 



new commercial development and very close, as 2 



Mayor Aspel said, to a $300 million waterfront 3 



revitalization currently underway.  And no doubt, 4 



AES will be proposing even more development on 5 



the 38 acres they plan to free up.  This new 6 



plant will be incompatible with all the 7 



surrounding uses, new and old.   8 



  Most importantly, this plant will be 9 



sited in the South Coast Air Basin, which is a 10 



non-attainment area for criteria pollutants such 11 



as particulate emissions and oxides and nitrogen.  12 



According to AES's own application to you, all 13 



but one of the criteria pollutants will be 14 



increasing; particulate emissions, for example, 15 



will increase five to 15 times, depending on how 16 



often it runs.  Yes, the plant will be more 17 



efficient, but the air pollution is going way up, 18 



given the fact that the plant has run so little 19 



in the last decade.    20 



  It is clear there are better 21 



alternatives for repowering Redondo Beach that 22 



goes to data adequacy, alternatives that will 23 



minimize air pollution emissions, not just in 24 



this area but in the entire South Coast Air 25 
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Basin.  Plus, if this plant is permanently 1 



retired, as SONGS just was, the 220 kV power 2 



lines that run all the way to the 405 Freeway, 3 



about five miles can also be retired.  I bring 4 



your attention again to the Advanced Energy 5 



Solutions report and results of their power flow 6 



analysis that demonstrates this and further 7 



bolsters the claim that there are much better 8 



alternatives to repowering Redondo Beach.  9 



  As for the political side of things, as 10 



even AES has stated and Mayor Aspel, we had 11 



Measure A, it was a specific zoning split, it was 12 



narrowly defeated, it lost by 247 votes out of 13 



13,000.  This was not a referendum, however, on 14 



whether Redondo supports the power plant or not, 15 



the majority of Redondoans do not support the 16 



plan.  In fact, the majority of South Bay 17 



residents do not support the plan.  But the 18 



residents of Redondo just did not support the 19 



zoning split either.  So I just wanted to make 20 



that clear, that the defeat of Measure A was not 21 



a vote for a power plant.  22 



  Most residents, as I said, do not 23 



support the power plant, and this is demonstrated 24 



by our unanimous resolution opposing the power 25 
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plant, which we just submitted, also the building 1 



moratorium language we have requested.  The 2 



Redondo Beach School Board passed a resolution 3 



opposing the power plant.  State Assemblyman Al 4 



Muratsuchi opposes the power plant.  Congressman 5 



Henry Waxman, who co-authored the 1992 Clean Air 6 



Act Amendment, opposes a new power plant, former 7 



Congresswoman Janice Hahn, and former 8 



Assemblymember Betsy Butler also both oppose the 9 



power plant.   10 



  So in closing, there is really no way to 11 



mitigate the significant adverse impacts that a 12 



new power plant will impart on this densely 13 



populated area.  Since siting power here is 14 



neither efficient nor needed for grid 15 



reliability, I ask you on behalf of the people in 16 



the South Bay to deny the construction of a new 17 



power plant in Redondo Beach.  So thanks for your 18 



attention and giving me a little extra time.  And 19 



as the Mayor said, happy to answer questions.  20 



  COMMISSIONER DOUGLAS:  All right, well, 21 



thanks for being here and making your comments.  22 



A lot of your comments went at really the merits 23 



of the project and there will be issues that will 24 



come up in an actual proceeding, they're not 25 
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issues that the Commission is in any position to 1 



make decisions on today.  But it's always helpful 2 



for us to hear your perspectives.  You did ask a 3 



question about need analysis, and so let me just 4 



maybe give you a bit of guidance, I think your 5 



understanding is generally correct.   6 



  And we typically don't do a formal need 7 



analysis, we used to.  But as California moved to 8 



a more competitive marketplace, the idea is that 9 



power plants will compete with each other is 10 



really the Public Utilities Commission in cases 11 



where you've got power plants bidding into that 12 



process, that analyzes need and compares cost, 13 



and compares really the value package that comes 14 



with the different power plant proposals.  Now, 15 



that said, as you also point out, there are 16 



circumstances where we look at those general 17 



issues if there's an inconsistency with local 18 



land use, or a significant unmitigated issue.  19 



  And I suspect that, as both you and the 20 



Mayor have brought up the question of how 21 



important is this power plant in this place 22 



repeatedly in your comments, I have no doubt that 23 



we'll hear that question from others and so we'll 24 



have to see what the process brings us in that 25 
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regard.  But thanks for being here.  I appreciate 1 



your comments.   2 



  I've got two other speakers from the 3 



City of Redondo Beach.  I'm going to ask you if 4 



you could to please keep your comments brief.  I 5 



think we've more or less achieved our goal of 6 



equal time that I wanted to make sure we were 7 



able to do.  So Bill Workman, City Manager.  8 



  MR. WORKMAN:  Good morning.  My name is 9 



Bill Workman, City Manager, Redondo Beach.  I 10 



want to thank you for your service on the 11 



Commission, as well as your work to date on the 12 



application.  I want to invite you to Redondo 13 



Beach, it's a great place to live, work, and 14 



play.  And our signature motto is "more to see," 15 



and with that, we'd also like to say we would not 16 



like to see a new power plant in Redondo Beach.  17 



  But more specifically looking at the 18 



application, what we didn't see in the 19 



application was a real complete legitimate review 20 



of what the alternatives are, including the No 21 



Project Alternative.  And there are alternatives.  22 



There's a few puny sentences in there and that 23 



really was the focus of our concerns in looking 24 



through and comparing the criteria of the 25 
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Commission against the application.  And there 1 



are those alternatives, including as I mentioned 2 



the No Plant Alternative, particularly when you 3 



take a look at the applications that you have 4 



before you from El Segundo, Huntington Beach, and 5 



then what's expected to come out of the Los 6 



Alamitos Long Beach Plan.   7 



  And secondly, the socioeconomic piece of 8 



this, and as a City Manager, I'm always trying to 9 



figure out how to make budget and how to mitigate 10 



the impacts of businesses and to serve the 11 



community.  There is really no description of how 12 



revenue can be generated to the City by the power 13 



plant to offset the impacts of the plant and 14 



offset the community hosting of this plant, and 15 



that's of grave concern to me.  They've used over 16 



the years creative lawyering and creative 17 



taxation avoidance techniques to frankly not 18 



fully contribute like the average citizen of 19 



Redondo Beach, and whatever assistance you can 20 



provide into the future on that, as well as just 21 



a recognition that it's not really described here 22 



in your report in the socioeconomic area.  That 23 



includes my reports.  Again, there's more to see 24 



in Redondo Beach and we look forward to having 25 
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you in Redondo and hosting the workshops moving 1 



ahead, and I just quickly also want to mention 2 



that we are engaged with the Public Utilities 3 



Commission and submitting reports to them, and 4 



we're going to be engaged in that process along 5 



with others who will impact the application.  6 



Thank you for your time.  7 



  COMMISSIONER DOUGLAS:  Very good.  Thank 8 



you for being here.  And I will ask staff to 9 



address your question, but let's get through the 10 



City's representatives first.   11 



  So Jon Welner?  Are you with the City, 12 



as well?  Come on forward.  Partner JMBM? 13 



  MR. WELNER:  Yeah, I'm an outside 14 



counsel to the City.   15 



  COMMISSIONER DOUGLAS:  Got it.   16 



  MR. WELNER:  From Jeffer Mangels.  Good 17 



morning, Commissioners.  I'll be brief.  I'm here 18 



on behalf of the City to make one particular 19 



legal point with regard to your upcoming decision 20 



regarding data adequacy.   21 



  We submitted a letter late last night, 22 



you probably haven't seen it, we brought some 23 



hard copies with us today --  24 



  COMMISSIONER DOUGLAS:  I've seen it, I 25 
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doubt my colleagues have had the opportunity to 1 



see it.  2 



  MR. WELNER:  It was in the wee hours.  3 



But what I wanted to say about it is, really 4 



echoing what Bill Workman said and putting a 5 



finer point on it, staff have said that the items 6 



listed in Appendix B are those that must be 7 



provided by the AFC in order for there to be data 8 



adequacy.  We all know that.  Appendix B in 9 



Section F explicitly states that you must include 10 



in the AFC a discussion of a range of reasonable 11 



alternatives, including the No Project 12 



Alternative.  The AFC simply doesn't do that.  In 13 



fact, in Section 6.4 which addresses this in the 14 



AFC, with regard to the range of alternatives, it 15 



simply says a discussion of site alternatives is 16 



not included in this AFC.  No explanation.  17 



Immediately after that, when it's talking about 18 



the No Project Alternative, it again dismisses 19 



the idea with one sentence, saying that it raises 20 



reliability concerns, period.  Not addressed 21 



further.   22 



  Our point is simply this: when Appendix 23 



B requires discussion of an issue, the discussion 24 



can't consist of simply saying "we're not going 25 
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to discuss the issue."  And with all due respect, 1 



and we do respect the tremendous work that the 2 



staff at the Commission have done in analyzing 3 



this over the last nine months, this is an issue 4 



that we raised last December in our letter, it's 5 



an issue that we're raising today, we really 6 



would like the commission to at least explicitly 7 



discuss it today if possible because we simply 8 



can't understand how the Commission can find an 9 



application data adequate when there is a 10 



specific requirement in Appendix B that is not 11 



addressed in the AFC.  So that's really all I 12 



have to say.  I don't want to take up more time 13 



than I need to, but it's an issue of great 14 



concern because, as you can see, the community is 15 



concerned about the power plant and at least 16 



deserves the full consideration of the 17 



alternatives before the application is found to 18 



be complete.  Thank you.  19 



  COMMISSIONER DOUGLAS:  Thank you.  Thank 20 



you for your comments and thank you for your 21 



letter, late though it was, and so letters are 22 



responded to more thoroughly when they're 23 



received more timely, but it's here and we've got 24 



it, and some of us have read it, and others may 25 
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yet have a chance to.  So thank you.  You know, 1 



I'll just make a brief kind of high level 2 



comment, which is that, of course, it helps us 3 



tremendously to the extent that work is done 4 



before we find a project data adequate so that 5 



staff has full and complete and as much 6 



information as possible.  And yet there's a 7 



balance there that we strike because we also view 8 



data adequacy as the commencement of a 9 



proceeding, not a decision point, except that 10 



this is a point at which we believe we have the 11 



information we need to commence the proceeding 12 



that will be relatively timely and absolutely 13 



thorough.  And so, you know, I've seen us balance 14 



those factors in different ways under different 15 



circumstances; I'm interested in both staff and 16 



Applicant's response to your question.  So, go 17 



ahead.   18 



  MR. WELNER:  Thank you.  19 



  MR. WHEATLAND:  Maybe I can start out.  20 



What we're talking about in this application is 21 



the repowering of an existing facility at an 22 



existing site.  Traditionally when the Commission 23 



has looked at the repowering of facilities, they 24 



have not required an alternative site analysis 25 
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for repowering because obviously you can't 1 



repower an existing facility at a different 2 



location.  So for repowering facilities, the 3 



Commission has traditionally not looked at 4 



alternatives, and it has not been part of the 5 



initial application that starts the Commission's 6 



review process.  During the course of the 7 



proceeding, as Commissioner Douglas has 8 



mentioned, there is always the opportunity for 9 



additional information, additional analysis, the 10 



City would be free to suggest additional 11 



occasions for a new power plant, and that might 12 



be considered.  But in terms of what the 13 



Commission requires as a matter of law to start a 14 



proceeding, when you're talking about repowering, 15 



the Commission has not required an alternative 16 



site analysis.   17 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 18 



Wheatland.  Ms. Willis.  19 



  MS. WILLIS:  Thank you.  Staff would 20 



agree with that.  I mean, we read the 21 



alternatives requirements in Appendix B rather 22 



broadly, I mean, the letter from Mr. Welner 23 



stated that it required a meaningful discussion.  24 



I mean, that's not actually what's stated in our 25 
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regulations; it is a discussion of the range of 1 



reasonable alternatives, and it can include any 2 



alternative sites considered for the project.  3 



And the fact that they didn't do that, we don't 4 



make a judgment at this point whether that's 5 



right or wrong, this is where we're starting 6 



with.  And staff often, and I would say in 7 



probably every case, does exceptionally more work 8 



in alternatives than is actually included in the 9 



AFC.  This is an area where staff spends a 10 



considerable amount of time.  We do look at other 11 



options that may or may not have been included in 12 



the AFC, it's just a beginning point for us.  13 



  COMMISSIONER DOUGLAS:  Thank you, Ms. 14 



Willis.  And I've certainly seen many occasions 15 



of tussles over alternatives, scope and analysis, 16 



and no doubt we'll see a lot of interest in that 17 



from the community, as has been pointed out.  So 18 



I think it would be very helpful if staff is 19 



responsive to that to the degree that you think 20 



it's appropriate.  Those issues are certainly 21 



addressed during the proceeding.   22 



  MS. WILLIS:  And we are aware of the 23 



comments that we have received from the City and 24 



from others, and so staff has been given the 25 
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direction to go forward and really look at 1 



alternatives more closely than would be in the 2 



AFC.  3 



  COMMISSIONER DOUGLAS:  That would be 4 



very helpful, I think.  Do we have any other 5 



public comment on this item in the room?  Yes, 6 



Mozen, please come forward.   7 



  MR. NAZAMY:  Good morning, Commissioner 8 



Douglas and other Commissioners.  Thank you for 9 



the opportunity to provide comments.  I'm Mozen 10 



Nazamy, Deputy Executive Officer with South Coast 11 



Air Quality Management District.  And I just have 12 



a few brief comments regarding this project.  As 13 



you know, our agency works very closely with the 14 



Energy Commission staff in reviewing projects and 15 



issuance of our determination of compliance, both 16 



preliminary and final.  We rely heavily on the 17 



AFC process because it's a CEQA equivalent 18 



process and we have an independent authority to 19 



issue the Title 5 and PFC Permit for this 20 



project, which are both permits to construct, and 21 



we rely on the AFC as the CEQA portion of our 22 



permitting process in order to grant our permit.  23 



So our permit really comes after the license is 24 



granted by the Energy Commission.   25 
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  We do not have any authority to make 1 



zoning decisions and so we are not involved in 2 



alternative site analysis, and neither are we an 3 



energy agency like you are and some of the other 4 



State energy agencies that look at the needs 5 



analysis.  However, we do participate in the 6 



recently formed task force by the Governor to 7 



look at the LA Basin, San Diego reliability due 8 



to the loss of San Onofre, and we provide input 9 



relative to the permitting requirements for any 10 



new or repowered facility that will be needed for 11 



addressing the needs for San Onofre shutdown.   12 



  Just a quick recap of what AES Redondo 13 



Beach application filed with us, with our agency.  14 



We have submitted additional information letters 15 



in December, on December 21st, that letter was 16 



responded to on January 11th of this year.  We 17 



sent a second letter of additional information 18 



request on February 8th, and that was responded 19 



on March 15th.  We sent out a third letter of 20 



additional information on April 12th, which we 21 



received response on May 10th, and then the 22 



fourth letter of additional information on June 23 



7th, and we received a response on June 25th.  24 



And as a result, as you heard from the staff, on 25 
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July 9th, we deemed the application complete.  1 



And our process is similar to yours, by deeming 2 



an application complete we have made no decision 3 



on the final outcome of the project, we just 4 



basically said there's enough information to 5 



start processing of the application.   6 



  We in fact have been working with AES in 7 



seeking additional clarifying information on July 8 



25th, which they've responded on August 5th and 9 



13th, and as late as August 14, we had some 10 



additional clarification and information that we 11 



needed.     12 



  Just to add, in terms of our evaluation, 13 



we do require compliance with all Federal, State 14 



and local air pollution control rules and 15 



regulations before we make our preliminary or 16 



final determination of compliance, or, at the 17 



same time when we issue a preliminary 18 



determination of compliance to the Energy 19 



Commission, we actually release a proposed draft 20 



Title 5 permit that goes through public review 21 



and EPA review before we reach the final decision 22 



on the permit.  And the last thing I wanted to 23 



mention is that next week, on Friday, our Board 24 



is going to hear a new proposed rule that our 25 
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agency is bringing, that staff is bringing in 1 



front of the Board, Rule 1304.1, which is a 2 



proposal that charges fees from power plants who 3 



choose to use our exemption from offsets 4 



requirements when they replace a utility boiler 5 



with gas turbine combined-cycle or advanced gas 6 



turbines.  And depending on the decision by our 7 



governing board on that rule, there may be a 8 



requirement for AES to pay an offset fee 9 



associated with the repowering of this project, 10 



which our proposal to the governing board gives 11 



them to reinvest those in additional air quality 12 



mitigation projects.   13 



  And with that, I'll be happy to answer 14 



any questions you may have.   15 



  COMMISSIONER DOUGLAS:  Thank you.  16 



Thanks for being here.  Any questions at this 17 



point?  No.  All right, thanks.  18 



  MR. NAZAMY:  Thank you very much.  19 



  COMMISSIONER DOUGLAS:  All right, 20 



Commissioners, I think we've heard from 21 



everybody, but let me double-check.  Is there 22 



anyone else in the room who would like to speak?  23 



Or on the phones?  Nobody is on the phones?  All 24 



right.  So let me see first if there are 25 
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questions -- should I start?   1 



  I'll start by saying that I am satisfied 2 



by staff's response here today to the letter that 3 



came in last night.  I think, as I said earlier, 4 



it would be helpful if you do take a good look at 5 



alternatives and I'm pleased to hear you say that 6 



that's high on your list, as well.  So I think 7 



that this project has been working for some time 8 



to attain data adequacy from a timing 9 



perspective.  I don't see any reason to hold off 10 



on initiating the formal review process if staff 11 



is ready to go, and clearly they are.  So I would 12 



recommend that we support Item a, find the 13 



project data adequate, and then move on to 14 



appoint a committee.  But I wanted to see first 15 



what questions or comments other Commissioners 16 



might have.   17 



  COMMISSIONER MCALLISTER:  Just a 18 



comment, really.  You know, this is another in a 19 



relatively long line of OTC repower proposals and 20 



they're sort of a genus apart, as has kind of 21 



been described by various commenters here.  You 22 



know, they are constrained in some ways, it's not 23 



completely new from whole cloth, and actually, 24 



though, there's a lot of history at each of these 25 
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sites, although different in each case.  So given 1 



the demographics and development and all that on 2 



all these different sites since the original 3 



plants were built, obviously a lot has happened, 4 



a lot has changed, and the community interest may 5 



have shifted, and all those issues obviously are 6 



discussed and aired in the process.   7 



  I wanted to just discuss a little bit 8 



the alternatives, you know, certainly as Lead on 9 



Energy Efficiency and sort of very different 10 



areas than traditional power plants, you know, I 11 



tend to look fairly broadly at California's 12 



options.  And a power plant case does present 13 



some difficulties for maintaining that broad view 14 



because it is a specific application and a 15 



specific site, and many of the sort of 16 



alternatives at the highest level actually are 17 



not in the control either necessarily even of the 18 



Energy Commission, or certainly not the 19 



individual applicant.  So, you know, I think that 20 



discussion -- certainly I would like to see rich 21 



discussion on alternatives broadly in some forum, 22 



and the question is how appropriately staff in a 23 



given case with its statutory requirements and 24 



constraints does or doesn't see it appropriate to 25 
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have discussions that move in certain more broad 1 



directions.  And so particularly down in Southern 2 



California, and particularly with the SONGS 3 



outage, and particular with the renewables coming 4 



on line, we kind of need all of the above to 5 



maintain our flexibility in the grid, and while 6 



enhancing reliability.  And there are a lot of 7 



ingredients to that soup, in addition to 8 



traditional power plants, and so you know, I'm 9 



interested in having that broader discussion.  10 



But again, it's got to be linked to the site and 11 



it's got to be linked to the particular community 12 



and a particular application, so there's a 13 



balance there we need to find.  And I look 14 



forward to seeing how this particular one 15 



progresses and if we do find it data adequate 16 



today, and going forward I think I'd like to see 17 



us all take that broader California vision 18 



extremely seriously because we do have some 19 



ambitious goals, and they're very worthwhile 20 



goals, to minimize the carbon content of our 21 



power and to enhance the economy in a way that 22 



does move in the direction of environmental 23 



maintenance and enhancement.  So I wanted to sort 24 



of give that broad guidance or context for this 25 
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particular decision at this opportunity.  So 1 



thanks.  2 



  COMMISSIONER DOUGLAS:  Thank you, 3 



Commissioner McAllister.  Do we have a motion on 4 



Item 7a? 5 



  COMMISSIONER MCALLISTER:  Did you move?  6 



You did not move, okay.   7 



  COMMISSIONER SCOTT:  I'll move Item 7a.  8 



  COMMISSIONER MCALLISTER:  I'll second.  9 



  COMMISSIONER DOUGLAS:  All in favor?  10 



  (Ayes.)  The item is approved 11 



unanimously.   12 



  COMMISSIONER DOUGLAS:  Let's go to Item 13 



7b, Appointment of a Committee.  I know we'll 14 



probably have at least two votes for that, we'll 15 



see if we have three.  So the proposed committee 16 



that I got from the Chair is Commissioner Douglas 17 



Presiding, Commissioner Scott as the Associate 18 



Member.  Is there a motion?  19 



  COMMISSIONER MCALLISTER:  Let me just 20 



comment -- congratulations on the Chair's support 21 



for you.  David, do you want to move, or shall I?  22 



  COMMISSIONER HOCHSCHILD:  So moved.  23 



  COMMISSIONER MCALLISTER:  I'll second.  24 



  COMMISSIONER DOUGLAS:  All in favor?  25 
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  (Ayes.)  The item is approved 1 



unanimously.  Thank you.  2 



  COMMISSIONER DOUGLAS:  All right, we are 3 



moving on to Item 8.  Nonresidential Building 4 



Energy Efficiency Standards.  Consideration of a 5 



Petition by Mr. George Athens of Athens 6 



Enterprise, Inc., to conduct a rulemaking 7 



proceeding to stay implementing the 2013 8 



Nonresidential Building Energy Efficiency 9 



Standards for a number -- one or more years.  Mr. 10 



Brehler.  11 



  MR. BREHLER:  Good morning, 12 



Commissioners.  My name is Pippin Brehler and I'm 13 



an Attorney in the Chief Counsel's Office of the 14 



Commission.  With me today is Mazi Shirakh, 15 



Senior Mechanical Engineer and Project Manager 16 



for the 2013 Building Energy Efficiency 17 



Standards.   18 



  As you know, the Energy Commission is 19 



required by law to adopt cost-effective Building 20 



Design and Construction Standards that increase 21 



energy and water conservation and efficiency.  22 



The Standards are a foundational element in 23 



implementing California's energy policies, 24 



including having a reliable economic and 25 
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environmentally sound energy supply, and Zero Net 1 



Energy new nonresidential buildings by 2030.  2 



They protect consumers from unnecessary energy 3 



costs and are part of the State's response to 4 



climate change.  To implement these important 5 



goals, the Energy Commission revises the 6 



standards every three years following a robust 7 



and often lengthy public process, as was the case 8 



for the 2013 Standards which the Commission 9 



adopted on May 31, 2012, and which will go into 10 



effect on January 1, 2014.   11 



  Mr. George Athens of Athens Enterprises, 12 



Inc. has petitioned for a rulemaking to amend the 13 



standards for new nonresidential buildings to 14 



delay their effective date by three or at least 15 



two years.   16 



  We understand Mr. Athens was supposed to 17 



be here today, he may be on the phone, I'm not 18 



seeing him yet.  We understand he's on the phone, 19 



excellent.   20 



  The petition itself and related 21 



information is before you today and was provided 22 



to you in preparation for today's discussion.  23 



Mr. Athens presents seven grounds for delaying 24 



the standards; staff disagrees that any of these 25 
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are grounds for delaying the standards, as I will 1 



briefly explain.   2 



  Four of Mr. Athens' grounds are that the 3 



nonresidential building industry, particularly 4 



for new construction, remains depressed and 5 



suffers from high unemployment following the 2009 6 



recession.  According to Mr. Athens, the 7 



standards will unduly hinder economic recovery 8 



and growth in this sector.  In support of these 9 



grounds, Mr. Athens submitted data of new 10 



nonresidential construction permitting in all 11 



California citizen counties over the decade 12 



ending in 2010.  The data shows work peaking at 13 



over $22 billion in 2007, and falling to just 14 



over $11 billion in 2010.  15 



  During the rulemaking for the 2013 16 



standards, the Energy Commission considered the 17 



economy and the impact to the proposed standards 18 



on building construction.  The Commission revised 19 



the proposed standards to less than the potential 20 



cost to comply, while significantly decreasing 21 



energy use by about 30 percent over our current 22 



requirements, at a cost-effectiveness ratio of 23 



almost a third, with the worst case increase and 24 



initial cost of a building of less than two 25 
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percent, assuming that the given building has all 1 



of the features that are regulated, which is 2 



seldom the case.  3 



  In addition, the 2013 Standards are not 4 



expected to eliminate jobs and may even create 5 



new jobs through performing the compliance 6 



procedures required and by saving money on energy 7 



use.  Moreover, although the data Mr. Athens 8 



submitted shows a decline in construction 9 



activity from 2007 to 2010, the same data also 10 



shows nonresidential construction activity 11 



falling, rising, and falling again from 2000 12 



through 2010.  And during that same decade, the 13 



Building Energy Efficiency Standards were revised 14 



four times.  From this, we see no correlation or 15 



causation between the standards and 16 



nonresidential construction activity, suggesting 17 



that the 2013 Standards will not be a burden on 18 



the industry.  Further, the economy has improved 19 



since 2010, when California's unemployment rate 20 



hit a high of 12.4 percent.  The unemployment 21 



rate when the Energy Commission adopted the 2013 22 



Standards was 10.7 percent, and in June had 23 



fallen to 8.5 percent, suggesting that the 24 



industry is recovering.   25 
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  Mr. Athens also asserts that the 1 



standards are not cost-effective because the 2 



Energy Commission's supported analysis is based 3 



on manufacturer's representations and fails to 4 



consider other related costs and requirements.  5 



Mr. Athens did not present additional evidence or 6 



explanation to support this assertion.   7 



  Manufacturers representations were not 8 



the sole basis for the costs considered in 9 



developing the standards.  The Commission used a 10 



variety of sources, including codes for 11 



manufacturers, wholesalers and distributors, and 12 



published data from retailers' websites and 13 



published estimates used widely in the 14 



construction industry, and revised these costs 15 



throughout the rulemaking proceeding in response 16 



to public comment.   17 



  Mr. Athens also contends that the 18 



industry is not fully aware of the costs and time 19 



necessary to design and construct new 20 



nonresidential buildings that comply with the 21 



standards, but the Commission has taken steps to 22 



provide training to building owners, developers, 23 



contractors, and architects, in cooperation with 24 



the Commission, the Investor-Owned Utilities such 25 
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as Southern California Edison, and organizations 1 



such as the California Building Officials and the 2 



International Code Council, to provide training 3 



throughout California on the 2013 Standards.  4 



  The Energy Commission provides for free 5 



the Energy Standards Hotline to answer questions 6 



on the current and upcoming standards, and the 7 



Commission is also developing informational 8 



materials explaining them.  9 



  Finally, Mr. Athens contends that the 10 



standards will increase building space 11 



requirements, thereby increasing construction 12 



costs and making building design more difficult.  13 



We infer that Mr. Athens contends the 2013 14 



standards will require additional equipment in 15 



buildings that would not have been required 16 



before, or, alternatively, that energy efficient 17 



projects take up more space than less efficient 18 



equipment.   19 



  The 2013 Standards do not require 20 



additional equipment that would not otherwise be 21 



required or significantly impact building size.  22 



There is no evidence in the record of this 23 



petition or in the rulemaking below it to suggest 24 



that energy efficient equipment requires more 25 
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space than standard equipment.  At most, two 1 



instances occurred that may affect building size 2 



or usable space, the first is improved insulation 3 



requirements that may slightly increase the 4 



thickness of the walls, which may reduce usable 5 



floor space, and the second are requirements for 6 



power inverters for rooftop solar.  But again, 7 



nothing suggests that either of these impacts 8 



will be significant and, in the case of the 9 



inverters for solar, if the rooftop solar systems 10 



are not installed, then that space can be used 11 



for storage or other means.   12 



  In conclusion, because delaying 13 



implementation would forego the benefits of the 14 



standards or the entire lives of the buildings 15 



that will be constructed over the next two or 16 



three years, would contravene the Energy 17 



Commission's statutory mandate to adopt these 18 



standards and establish sound energy policy, and 19 



because Mr. Athens has not asserted or supported 20 



his grounds that would justify delaying 21 



implementation of the building standards, staff 22 



recommends that the Commission deny the petition.  23 



We have prepared a proposed order reflecting our 24 



analysis and recommendation that is before you 25 
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today and in the backup materials.  1 



  We also ask in the proposed order that 2 



you authorize the Executive Director to take the 3 



necessary steps to effect your decision today, 4 



including preparing and filing the Commission's 5 



Order with the Building Standards Commission and 6 



the Office of Administrative Law for publication 7 



in the California Regulatory Notice Register.  We 8 



do sincerely thank Mr. Athens for his interest in 9 



bringing his concerns to our attention and, in 10 



particular, for accommodating our schedule for 11 



hearing this petition, and we also hope that he 12 



will continue to participate in our proceedings 13 



to develop the 2016 Standards so that any 14 



remaining concerns may be addressed.   15 



  We are happy to answer any questions you 16 



may have.  17 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 18 



Brehler.  I'd like to go now -- we've got a 19 



couple people in the room who would like to 20 



speak, but I would like to go first to Petitioner 21 



Mr. Athens.  Are you there?  22 



  MR. ATHENS:  Yes, I am.  My name is 23 



George Athens and I am from Athens Enterprises.  24 



We're consulting electrical engineers and we, 25 
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through our predecessor firms, have been in this 1 



area of engineering for approximately 50 years.  2 



I just wanted to take a few minutes to respond to 3 



the Proposed Order.   4 



  We filed the Petition for a moratorium 5 



of three years or, in the alternative, two years, 6 



for the implementation of the 2013 California 7 



Energy Standards as relates to new nonresidential 8 



buildings only.  These standards now introduce 9 



items which heretofore have not been introduced 10 



in previous energy codes as have particularly 11 



related to the usage of electrical energy or 12 



wattage for lighting and limited controls of 13 



lighting.   14 



  The intent of providing the RAND 15 



Corporation statistics was not to in any way 16 



suggest that California Energy Commission's 17 



actions adopting previous standards have led to 18 



this drastic downturn in the new nonresidential 19 



construction industry, dropping from a high in 20 



2007 of $22,544,000 to $11,196,000 of 21 



construction in 2010.  Obviously the economy in 22 



general and the stock market collapse started in 23 



September of 2008 is responsible for this 24 



situation, however, we believe that a moratorium 25 
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is appropriate in implementing this new energy 1 



standards to give the new nonresidential 2 



construction industry a chance to gain some 3 



traction and increase in dollar value of 4 



buildings which is basically stagnating.   5 



  The Proposed Order points out that the 6 



unemployment rate, I believe in California, is 7 



down to 8.5 percent, but of course we're talking 8 



here about the new nonresidential construction 9 



industry, which continues to be in a dire 10 



condition.   11 



  I want to point out just a couple of 12 



areas that are in our area of expertise that the 13 



Standards implement for the first time with 14 



regard to Demand Response controls.  We have been 15 



to a number of seminars put on with respect to 16 



the adoption of the new Energy Code and only once 17 



has one manufacturer represented that they 18 



actually make demand responsive control panels 19 



that will allow for the automatic requirement in 20 



the standards, of reducing energy for lighting by 21 



15 percent.   22 



  Another item is disaggregation of 23 



electrical loads.  Disaggregation, I've learned, 24 



of electrical loads as herein used in the 25 
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proposed standards, would separate out lighting 1 



receptacles and heating ventilating air-2 



conditioning, or HVAC equipment on separate 3 



electrical panels.  Obviously, having three 4 



panels in lieu of one panel as has been the case 5 



always in the past, is going to require 6 



additional space, building area, which the 7 



Commission uses the figure of $150.00 per square 8 



foot as an average for new commercial or 9 



nonresidential construction.  So obviously there 10 



is going to be additional space requirements.  11 



There's going to be additional technology which 12 



is cutting edge technology, which we submit is 13 



only at that stage that is the cutting edge stage 14 



and needs additional time to be absorbed by the 15 



building community and implemented in a 16 



reasonable fashion, rather than what we perceive 17 



here as -- although there have been efforts to 18 



educate the industry, they are limited and the 19 



industry's response has been limited in accepting 20 



them and being prepared to design new 21 



nonresidential buildings come January 1 of 2014.   22 



  So it is our assertion that additional 23 



time is needed and we don't see the downside of 24 



allowing some additional time for the education, 25 
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particularly of the engineering and building 1 



community, particularly in this area of new 2 



electrical equipment panels that are being 3 



implemented pursuant to the 2013 Energy 4 



Standards.   5 



  So I thank the Commission very much for 6 



the opportunity of speaking and if I can answer 7 



any questions in what I've said, I'd be happy to 8 



do so.  9 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 10 



Athens.  We've got two comments in the room.  11 



I'll begin with Eric Emblem with the Joint 12 



Committee on Energy and Environment.   13 



  MR. EMBLEM:  Good morning, 14 



Commissioners.  Thank you very much for allowing 15 



me this opportunity to speak on this item on your 16 



agenda.  I'm Eric Emblem.  I'm the Executive 17 



Administrator of the Joint Committee of Energy 18 



and Environmental Policy.  This is a committee 19 



that was formed by the Sheet Metal, Air, Rail and 20 



Transportation Workers and their employers, and 21 



deals directly from our perspective with HVAC and 22 



Demand Response.   23 



  And, 1) we're here to speak against the 24 



proposal to delay the implementation.  We support 25 
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staff and the recommendations from staff.  The 1 



2013 Standards due to go in effect in January are 2 



dynamic.  There was an awful lot of work put 3 



together by staff and the industries, both in the 4 



HVAC industry, and I work very closely with the 5 



electrical industry and their work, and working 6 



with staff.   7 



  I say "dynamic" not only from the 8 



perspective from the Energy Commission and the 9 



work that was put in here, but also the 10 



coordination with the other State agencies like 11 



the Public Utility Commission and the Air 12 



Resources Board at using these standards to move 13 



this forward to the ultimate goal of Zero Net 14 



Energy in residential and nonresidential by the 15 



target years of 2020 and 2030.   16 



  Speaking to the gentleman's assertion 17 



about the economy, we deal predominantly in 18 



nonresidential in our industry, we do have some 19 



residential contractors, but we are very heavy in 20 



nonres.  Our industry is growing and thriving.  21 



We have seen our employment rates increase three-22 



fold in the last 12 months.  We see the 23 



construction coming up significantly for the next 24 



five years.  We are adjusting through our 25 
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training facilities and our joint apprenticeship 1 



training facilities through efforts of the Energy 2 



Commission, the Western HVAC Performance 3 



Alliance, in making sure that our people are 4 



aware of what changes are coming up in the 5 



standards.  We're also working with utilities and 6 



sit in on several different committees that I'm 7 



on in making sure that there is upstream 8 



incentivizing going on to make sure that these 9 



new technologies are available for installation 10 



and available on the shelf for contractors to 11 



implement when the standards are going in.   12 



  So again, my hats off to the staff, I 13 



think they've done a great job with us, and to 14 



the Commission for adopting them, and we speak 15 



against the proposal.  Thank you.  16 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 17 



Emblem.  Thanks for your hard work during the 18 



standards process, as well.   19 



  Bob Raymer, CVIA, and CBPA.  20 



  MR. RAYMER:  Thank you, Commissioners.  21 



I'm Bob Raymer, Senior Engineer with the 22 



California Building Industry Association, and 23 



I've also been asked today to speak on behalf of 24 



the California Business Properties Association, 25 
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the Building Owners and Managers Association of 1 



California, and also the California Building 2 



Officials.   3 



  And we support keeping the effective 4 



date the same, in essence, keep it at January 1, 5 



2014, and in doing so that would of course mean 6 



we would support the proposed denial of this 7 



petition.  I'm not discounting some of the 8 



generic issues raised in the petition, but the 9 



fact here is that the primary issue that all four 10 



of our groups can warm up to is that it took us 11 



over a decade to get the Energy Commission 12 



regulations back in line with the same effective 13 



date as all of the other parts of Title 24 -- the 14 



Building Code, the Mechanical and Plumbing. 15 



That's huge for local jurisdictions, for plan 16 



checkers, for building officials, and for 17 



industry, our subcontractors, our designers, and 18 



developers; it's nice to have everything focused 19 



at one big date to move forward.  It helps with 20 



training and education.   21 



  And having said that, looking at the 22 



content of the petition, I'd like to state that 23 



this was a consensus process and it was a very 24 



long and enduring process.  And the fact here is 25 
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that, while CBIA, CBPA, BOMA, and CALBO, 1 



supported the adoption of the standards in May of 2 



2012.  The fact of the matter is, when we started 3 



this process, the informal proceedings that 4 



kicked off in late 2010, the development of the 5 



draft standards in 2011, CBIA and CBPA were 6 



strongly opposed to the regulations initially 7 



proposed.  We provided tons of information 8 



relative to the economy, the cost impact of the 9 



standards, the downturn in our labor force; we 10 



lost in residential about 81 percent, and the 11 



fact of the matter is the CEC responded to those 12 



concerns.  And so this was information that was 13 



provided to the Energy Commission, the Energy 14 



Commission responded.  Ultimately we changed our 15 



position from strong opposition to support of the 16 



adoption.  And we understand that there's going 17 



to be difficulties with this set of standards as 18 



there is with any other set of standards, but the 19 



fact here is it was a good thorough consensus 20 



process and we'd like to keep things on track.   21 



  As far as education and providing 22 



Certified Computer Performance Programs in the 23 



future, we're going to be working with the Energy 24 



Commission on improving that.  Staff has 25 
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indicated their full desire to enhance 1 



educational efforts and certification of 2 



performance and compliance tools.  And so we're 3 



looking forward to working with staff on the 2016 4 



Regs.  But the fact here is, all of the 5 



information that was raised in this petition we 6 



raised again and again and the CEC responded to 7 



that.  So with all due respect to the Petitioner, 8 



we would hope you maintain the effective date of 9 



January 1, 2014.  Thank you.  10 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 11 



Raymer.  And I certainly remember those exchanges 12 



well, and appreciate your hard work with us and 13 



raising information into our process.  14 



  At this point, let me ask, is there 15 



anyone else in the room?  Oh, please come 16 



forward.  17 



  MR. HELBING:  Good morning, 18 



Commissioners.  My name is Bob Helbing.  I'm 19 



President of the Institute of Heating and Air 20 



Conditioning Industries.  I'm also owner of Air-21 



Tro Heating and Air-Conditioning, a $10 million 22 



commercial contractor in HVAC in the Los Angeles 23 



Area.  I'd like to echo what the previous 24 



presenter just stated.  When the 2013 Standards 25 
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were proposed, IHACI presented a great many 1 



concerns.  Back then I was chairing the 2 



nonresidential committee for the Western HVAC 3 



Performance Alliance, which Eric was a member.  4 



We worked hard to come up with some alternatives 5 



and solutions.  I can't say we're 100 percent in 6 



favor of the current standards, we still have 7 



some concerns, I think there's a lot of focus on 8 



engineering detail when the standards would 9 



benefit from some attention paid to issues like 10 



compliance and ease of use in the field.  But we 11 



have found that the Commission and the Commission 12 



staff have been open to discussion and, again, 13 



the issues that Mr. Athens has raised, which 14 



concern us as well, were brought up early in the 15 



process.  Again, they have not been 100 percent 16 



addressed in our view, but we've certainly found 17 



the Commission to be willing to work with us and 18 



we, too, would oppose postponing the date of 19 



commencing the 2013 Nonresidential Energy 20 



Standards.   21 



  COMMISSIONER DOUGLAS:  Thank you.  22 



Thanks for being here.  Other speakers in the 23 



room?  Please come forward.  24 



  MR. MEYER:  Commissioner Douglas, my 25 
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name is Tom Meyer, I'm the Director of Technical 1 



Programs for National Environmental Balancing 2 



Bureau.  As you probably remember, we met on the 3 



first day of my employment.  The National 4 



Environmental Balancing Bureau is against the 5 



proposed delay.  We've found that, because we're 6 



involved in 103B, which is Mechanical Acceptance 7 



Testing Certification process, there's an 8 



absolute need for this to get going.   9 



  The contractors believe they need it, 10 



the building owners believe they need it.  We 11 



have been converted to believing in the process 12 



that occurred and we believe the need is now.  We 13 



don't think that it's in the benefit of the 14 



citizens of California, or the construction 15 



industry of doing any delays.  Thank you.  16 



  COMMISSIONER DOUGLAS:  Thank you.  17 



Thanks for being here and good to see you again.  18 



Other speakers in the room?  Anyone else on the 19 



phone?  There's nobody else on the phone, so I'm 20 



sure there are comments on the dais.  Let's begin 21 



with Commissioner McAllister.  22 



  COMMISSIONER MCALLISTER:  Thank you. And 23 



thanks for everybody, including Mr. Athens, you 24 



know, I think everybody that has spoken has 25 
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acknowledged that the economy is a big issue and 1 



we have seen, you know, it's cyclical, 2 



construction is a difficult industry to be in, 3 



and certainly it's seen some hard times recently.  4 



And certainly sort of at the personal level, I 5 



can sort of sympathize with the sense of a little 6 



bit of trepidation with which new standards come 7 



in and adaptation is required out there, and 8 



flexibility to actually apply the new standards.  9 



And certainly you, I'm sure, are doing that in 10 



good faith, and that approach is sort of what has 11 



given rise to your concern in the Petition, 12 



ultimately.  13 



  Having said that, you know, I think we 14 



do take a long term view.  As the Lead 15 



Commissioner on Energy Efficiency, which includes 16 



Title 24, you know, we have to move forward, we 17 



have the building sector, both new and existing, 18 



is one of our key areas where there are still 19 



many many energy efficiency opportunities, and a 20 



lot of certainly technology coming on line, and a 21 



process that statutorily we march forward with 22 



and are indeed required to do so.   23 



  I want to thank Pippin for the context 24 



and the analysis there, and just highlight the 25 
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fact that the process was a very robust process, 1 



as all the commenters have said.  I was not part 2 



of all of it, I came in at the tail end when I 3 



was appointed to the Commission, but I am 4 



constantly amazed at the professionalism, the 5 



sort of consistent message of kind of good will 6 



with all the participants who were in the room 7 



throughout the process, and who duked it out over 8 



the issues and came to a resolution on the vast 9 



majority of those issues, and at the end of the 10 



day had a consensus process that produced these 11 



standards.  So there was a long and robust 12 



process, and lots of opportunity to participate 13 



in that process.   14 



  And you know, I think none of that is to 15 



minimize the fact that most of us in the room 16 



acknowledge that it's a big lift to change.  We 17 



have major new energy efficiency savings, these 18 



are much more efficient buildings that we'll be 19 



building in 2014 compared to the ones that we 20 



have been building up to then.  And I totally 21 



agree the fact that adaptation is needed, and 22 



education and outreach, and all the things that 23 



it takes to turn on to a new Code cycle, you 24 



know, people actually have to go out and build 25 
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these buildings.  And they have customers that 1 



they have to respond to, and there's just any 2 



number of things that come up, in addition to the 3 



energy efficiency-related standards, obviously.  4 



So let's roll up our sleeves and get it done.  We 5 



inexorably, you know, a two to three-year delay 6 



would essentially mean that we're implementing 7 



two sets of standards at once down the road 8 



because, inexorably we are about to pick up the 9 



baton on the next round of standards for 2016 and 10 



starting to plan that development with 11 



residential, obviously, not what we're talking 12 



about here, we have a big goal of getting to Net 13 



Zero by 2020 -- commercial is not too far behind, 14 



another decade, but still that's going to be on 15 



us before we know it.  So, really, I think 16 



there's a lot of urgency here to go ahead and get 17 



it done and, you know, I certainly agree with 18 



staff's proposal to deny the petition, but that 19 



is in no way to minimize the challenge at hand, I 20 



think it is actually a very significant 21 



challenge.  But I'm actually optimistic that we 22 



can meet that challenge and that the marketplace 23 



is ready, and that there is some scale and that 24 



we'll relatively quickly get the experience with 25 
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the implementation on the standards that will 1 



enable it to be implemented fully.   2 



  And I think to Mr. Emblem and Mr. 3 



Raymer's points, the industry certainly -- its 4 



representatives acknowledge that we need to keep 5 



going on and it is doable, it is a challenge, but 6 



we need to really in lockstep continue to 7 



implement the standards on schedule.  There is a 8 



bigger enterprise going on here, of which we are 9 



part, and I think it's really important to 10 



understand and acknowledge that.   11 



  Finally, going forward with the 12 



standards generally, certainly residential and 13 



nonresidential, next rounds I hope to emulate the 14 



process that Commissioner Douglas led to get to 15 



the point with the 2013 Standards.  As the Code 16 



potentially gets more aggressive and more complex 17 



going forward, I think finding ways to make it 18 



workable both for alterations and for new 19 



construction is an increasing priority, and we're 20 



hearing that, as well, that we do need to keep an 21 



eye on making it workable out there in the world 22 



in addition to achieving the energy savings and 23 



helping to stimulate the evolution of 24 



construction methods in the state.  And so, 25 
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again, it's going to be challenging, but 1 



certainly with all the good will from the last 2 



round of standards development, I hope to carry 3 



that forward into the next round, certainly am 4 



committed to a stakeholder process that reaches 5 



some kind of consensus on the key points.  So 6 



with that, I'll see if any other Commissioners 7 



have comments.   8 



  COMMISSIONER DOUGLAS:  Commissioner 9 



Hochschild.  10 



  COMMISSIONER HOCHSCHILD:  Yeah, just two 11 



points.  The first is, I think we're all mindful 12 



that there are two sides of the coin here.  It 13 



does raise cost when you have new standards.  On 14 



the other hand, when the buildings are more 15 



efficient, that saves the customers cost over 16 



time and makes it less necessary to build 17 



expensive new power plants for the whole state.  18 



So I think we have to be mindful of that.   19 



  And just secondly, in general as a 20 



matter of principle, when there's been this 21 



significant a public process and dialogue, I'm 22 



very reluctant at the 11th hour to make a change, 23 



and I would encourage everyone, including the 24 



Petitioner, to participate in that process next 25 
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time around.  Particularly with regard to Mr. 1 



Raymer's comments, I think the need for certainty 2 



in the business community, in the builders 3 



community, to be able to plan ahead, we do have 4 



to stick to the schedule.  So I'm in agreement 5 



with Commissioner McAllister.  6 



  COMMISSIONER DOUGLAS:  I'll just make a 7 



few brief comments, as well.  I actually had the 8 



pleasure of being assigned to lead that 9 



proceeding, so I remember it very very well and, 10 



as Mr. Raymer and others pointed out, 11 



stakeholders in that process raised economic 12 



issues, they raised complexity and feasibility, 13 



and these are all issues that we looked at very 14 



very closely, and many of these were issues that 15 



I looked at very very closely.  And as Mr. Raymer 16 



noted, we made some pretty significant changes in 17 



order to address those issues.  And so I have not 18 



seen anything raised in the petition today that 19 



was not looked at in the process, it was a 20 



thorough process.  It's also frankly very late at 21 



this point, late raised.  So I certainly don't 22 



support the petition.   23 



  I do want to note also, to Commissioner 24 



McAllister's point, that we did focus in the 2013 25 
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cycle at simplification in a couple areas, and I 1 



think most importantly one of the focuses that we 2 



had was to simplify life for building officials, 3 



and so we had CALBO, the Association of Building 4 



Officials in California in support.  We made a 5 



number of changes that just made their lives a 6 



bit easier, in addition to synching up the timing 7 



of the standards with the broader standards 8 



update in California.  So I welcome your interest 9 



in taking that on.  I've found it effective to 10 



focus on one or two areas where, you know, you 11 



can really sort of see your way through to making 12 



a difference.  I also really appreciate staff 13 



kind of taking that one and running with it 14 



because I remember having a couple meetings with 15 



them and saying, "Wouldn't it be nice if we could 16 



do something for the building officials?  You 17 



know, they seem to be raising some interesting 18 



issues, I'd really like it if we could do that," 19 



and I didn't have a lot of time to be on top of 20 



it every other week, and yet towards the end of 21 



the process they came in and told me what they 22 



were able to do and it was pretty good.  So, 23 



anyway, thanks to staff on that.  And I don't 24 



have any other comments on this item.  Do we have 25 
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a motion?  1 



  COMMISSIONER MCALLISTER:  So I'll move 2 



Item 8 to deny the petition and authorize the 3 



Executive Director to take all needed steps to 4 



effectuate this decision.  5 



  MR. LEVY:  Commissioners, may I suggest 6 



that you move to adopt the Proposed Order and 7 



that covers the specifics?  8 



  COMMISSIONER MCALLISTER:  Oh, okay.  So 9 



I'll move Item 8, moving to adopt the Proposed 10 



Order.   11 



  COMMISSIONER HOCHSCHILD:  Second.   12 



  COMMISSIONER DOUGLAS:  All in favor?  13 



  (Ayes.)  This item is approved 14 



unanimously.   15 



  COMMISSIONER DOUGLAS:  Item 9.  Trustees 16 



of the California State University, Possible 17 



Approval of the 13 highest ranking grant 18 



applications totaling $1,208,638 from the Public 19 



Interest Energy Research Program's Energy 20 



Innovation Small Grant Solicitation, 13-01.  And 21 



we have Raquel Kravitz here to cover Item 9 a 22 



through d.  Go ahead.  23 



  MS. KRAVITZ:  Good morning, 24 



Commissioners.  My name is Raquel Kravitz from 25 
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the Research and Development Division for the 1 



Energy Innovation Small Grants Program, commonly 2 



known as EISG.  I wanted to make a note that I 3 



will be covering Item 9 and 10.   4 



  For Item 9, staff seeks approval of the 5 



funding for the 13 grant proposals totaling 6 



$1,208,638 from the four categories of PIER 7 



Energy Innovation Small Grants Program, 8 



Solicitation 13-01, consisting of Transportation 9 



and Electricity, Transportation Natural Gas, 10 



Natural Gas, and Electricity.  The 13 projects 11 



consist of two projects totaling $189,917 under 12 



Transportation and Electricity, one project 13 



totaling $95,000 for Transportation Natural Gas, 14 



two projects totaling $189,877 under Natural Gas, 15 



and eight projects totaling $733,844 for 16 



Electricity.   17 



  So the breakdown for the solicitation 18 



process for 13-01 is essentially like this: there 19 



were 71 proposals that were received; after 20 



administrative review, there were 35 that 21 



proceeded to technical review; and after 22 



technical review, there were 26 proposals that 23 



exceeded the required score in the technical 24 



review process and advanced to program technical 25 
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review.  So from program technical review, there 1 



were 13 proposals that are being recommended.  So 2 



the breakdown for the 13 proposals in respect to 3 



the PIER R&D research areas are these:  there 4 



were two projects in Industrial Agricultural 5 



Water and End Use Efficiency, there were four in 6 



Building End Use Efficiency, there were four in 7 



Renewable Generation, one in Energy-Related 8 



Environmental Research, and there's two in Energy 9 



Systems Integrations.  If you have any questions 10 



on the 13 projects, I'll be more than happy to 11 



answer them.  12 



  COMMISSIONER DOUGLAS:  Thank you very 13 



much.  Questions or comments, Commissioners?  14 



Commissioner Scott?  15 



  COMMISSIONER SCOTT:  I just wanted to 16 



say, when I look at some of the Transportation 17 



Electric and some of the Transportation Natural 18 



Gas, to me it's very heartening to see these 19 



types of projects, this type of research and 20 



development that goes into how we gain 21 



efficiencies, how do we make these technologies 22 



better, because to me it's very complementary to 23 



what we're trying to do additionally with our AB 24 



118 program in terms of sort of transforming our 25 
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transportation system and trying to get some of 1 



these engines and technologies out there faster.  2 



So, to me it's really nice to see the 3 



complementary nature of this type of research in 4 



the AB 118 program.  5 



  COMMISSIONER HOCHSCHILD:  So, yeah, I 6 



agree.  Individually the projects are very 7 



exciting.  I guess the question, as I'm new and 8 



still getting up to speed on our approach here, I 9 



don't understand why we're doing it in these 10 



small increments.  I mean, everything here almost 11 



is under $100,000 which seems to me, you know, 12 



coming from Silicon Valley, that is not very much 13 



money to get anything done and, in fact, I almost 14 



worry that when you spread small bits of money so 15 



widely, you know, you don't -- it can be a big 16 



challenge.  I'm just curious about the rationale 17 



for choosing that as the increment.  Do we look 18 



at a $300,000 grant?  I mean, what is the guiding 19 



thinking behind that?  20 



  MS. KRAVITZ:  Let me answer that.  So 21 



this is a small program, it is designed for those 22 



risky energy technologies that have not yet been 23 



established out there, it is open to individuals, 24 



to small businesses, nonprofit organizations, 25 
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academic institutions, and the limit is for 1 



hardware concepts, you're right, $95,000, 2 



modeling concept $50,000.  And it's a 12-month 3 



project.  So it's just designed for the proof of 4 



concept energy technologies.   5 



  COMMISSIONER MCALLISTER:  Yeah, and 6 



that's why it's administered by a third party, 7 



and currently that's San Diego State.  But it 8 



really is sort of, as part of a portfolio, it's 9 



sort of throwing small bits of money at fast 10 



moving concepts that don't have a lot of capital 11 



requirements to kind of get those things moving 12 



and, you know, I was actually going to make sort 13 



of a comment on the flip side of your question, 14 



you know, why aren't we giving them more money, I 15 



was like, man, we're getting some serious bangs 16 



of bucks out of this $50,000 and $90,000.  Some 17 



of these really are extremely timely and great 18 



well conceived projects.  And I believe -- and 19 



maybe staff could talk about this a little bit, 20 



it's not uncommon for projects that get funded 21 



through EISG to then apply again, or apply to a 22 



different project, or go out and get VC, and 23 



really start to grow.  So this is really very 24 



much a front 10 kind of funding program and 25 
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conceived as part of the overall portfolio of our 1 



R&D funding, so just to clarify a little bit 2 



then, that's my understanding, I don't know if 3 



I've gotten it right.  4 



  MS. KRAVITZ:  That is true.  So what I 5 



love about this program is that essentially for 6 



every dollar that we spend using ESIG funds, we 7 



actually receive a little over $50.00 in follow-8 



on funding, so it's a great technology that gets 9 



money for California.   10 



  COMMISSIONER DOUGLAS:  Great.  Well, 11 



thank you.  Any other comments on this or a 12 



motion?   13 



  COMMISSIONER HOCHSCHILD:  I move Item 9.  14 



  COMMISSIONER MCALLISTER:  I'll second. 15 



  COMMISSIONER DOUGLAS:  All in favor?  16 



  (Ayes.)  This item is approved 17 



unanimously.  Thank you.  18 



  MS. KRAVITZ:  Thank you.  19 



  COMMISSIONER DOUGLAS:  Item 10.  20 



California State University San Diego.  Possible 21 



approval of Amendment 9 to Contract 500-98-014 22 



with the Trustees of the California State 23 



University San Diego to extend the Energy 24 



Innovation Small Grant Program by 36 months.  25 
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Again, Raquel.  1 



  MS. KRAVITZ:  For Item 10, staff 2 



recommends approval for Amendment 9 to Contract 3 



500-98-014 with the Trustees of California State 4 



University to add $1,775,000 of additional 5 



funding for the Natural Gas Program and to extend 6 



this contract by 36 months through March 31, 7 



2017.  The purpose of this amendment is to 8 



continue running all of the four categories of 9 



EISG, Natural Gas, Electricity, Transportation 10 



Electricity, and Transportation Natural Gas 11 



programs.  So if you have any questions, I'll be 12 



more than happy to answer them.  13 



  COMMISSIONER DOUGLAS:  Questions or a 14 



motion?  15 



  COMMISSIONER HOCHSCHILD:  How long has 16 



San Diego been operating this? 17 



  MS. KRAVITZ:  This program was first 18 



established in, I believe, 1998.   19 



  COMMISSIONER HOCHSCHILD:  Okay.   20 



  COMMISSIONER MCALLISTER:  And they've 21 



been administering it since then?  22 



  MS. KRAVITZ:  Yes.   23 



  COMMISSIONER MCALLISTER:  San Diego 24 



State? 25 
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  MS. KRAVITZ:  That is correct.  1 



  COMMISSIONER SCOTT:  I'll move Item 10.  2 



  COMMISSIONER MCALLISTER:  I'll second.  3 



  COMMISSIONER DOUGLAS:  All in favor?  4 



  (Ayes.)  This item is approved 5 



unanimously.  Thank you.   6 



  COMMISSIONER DOUGLAS:  Item 11.  7 



Wrightspeed, Inc.  A possible approval of 8 



Agreement ARV-13-001 with Wrightspeed, Inc. for 9 



$5,789,452 grant to expand and improve 10 



Wrightspeed's existing manufacturing facility.  11 



Andre Freeman.  12 



  MR. FREEMAN:  Good afternoon, 13 



Commissioners.  My name is Andre Freeman, staff 14 



in the Fuels and Transportation Division's 15 



Emerging Fuels and Technologies Office.  Today 16 



I'd like to present for your approval a 17 



Manufacturing Agreement with Wrightspeed, Inc. 18 



funded through the Energy Commission's 19 



Alternative and Renewable Fuel and Vehicle 20 



Technology Program.  21 



  Wrightspeed, Inc. has successfully 22 



demonstrated hybrid, natural gas, and electric 23 



vehicle retrofit systems that will have 24 



applications for the medium-duty truck sector.  25 
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To put this into perspective, these kits are for 1 



the higher weight class of pick-up trucks, box 2 



delivery trucks, and those size vehicles.  This 3 



technology will provide an option for those 4 



fleets with duty cycles that can't be met with 5 



the current full battery electric and advanced 6 



vehicle technologies.  Being a retrofit system, 7 



this technology also allows for the conversion of 8 



aging vehicles rather than retiring them and 9 



putting new vehicles on the road.   10 



  To assist Wrightspeed in accomplishing 11 



their production goals, the Commission will be 12 



providing funding to expand operations and 13 



production capabilities at their existing 14 



facilities in San Jose, California.  Wrightspeed 15 



has secured over $6 million in match funding to 16 



support the expansion and will also be leveraging 17 



a significant amount of capital that they have 18 



invested to date.  This facility will support the 19 



creation of 30 direct jobs with additional jobs 20 



being created for the expansion of the supply 21 



chain for the components going into these kits.  22 



The direct jobs involved with this project will 23 



include project management, engineering, skilled 24 



technical labor, and the associated support 25 
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positions.  With this investment, the Energy 1 



Commission will continue supporting the 2 



development of California's advanced vehicle 3 



industry with the company moving vehicle 4 



electrification technology to commercial scale 5 



production levels.  As more of these vehicle 6 



systems are produced and deployed in California, 7 



the areas of the state with severe air quality 8 



issues will have another option for utilizing the 9 



emerging advanced technologies that will assist 10 



in meeting California's greater air quality 11 



improvement goals.  With that, I'd like to thank 12 



you for your consideration of this item and I 13 



also have Ian Wright, CEO of Wrightspeed, with me 14 



to answer any questions you may have.  15 



  COMMISSIONER DOUGLAS:  Great.  Well, 16 



thank you for being here.  And you know, when we 17 



do get a visit from the CEO of one of the 18 



companies we work with, we love to hear from you.  19 



So let me invite you to say a few words now.  20 



  MR. WRIGHT:  I was just being mindful of 21 



your time, so I didn't prepare any remarks.  I 22 



would like to thank the Commission for their 23 



support to date and the previous grant that was 24 



approved and was used to accelerate getting to 25 
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this point where we're now starting real 1 



commercial production.  So it's been very 2 



helpful.  Thank you very much.  3 



  COMMISSIONER DOUGLAS:  That's great.  4 



Questions or comments, Commissioners?  5 



  COMMISSIONER SCOTT:  I'll move Item 11.  6 



  COMMISSIONER HOCHSCHILD:  Second.  7 



  COMMISSIONER DOUGLAS:  All in favor?  8 



  (Ayes.)  This item is approved.  Thank 9 



you.  10 



  MR. WRIGHT:  Thank you.  11 



  COMMISSIONER DOUGLAS:  Item 12.  12 



Employment Training Panel.  Possible approval of 13 



Amendment 2 to Interagency Agreement 600-09-016 14 



with the California Employment Training Panel to 15 



augment the agreement by $1,238,124.  David.  16 



  MR. NICHOL:  Thank you, Commissioners.  17 



Good morning.  Staff is here to seek your 18 



approval to the amendment augmenting the current 19 



interagency agreement that we hold with the 20 



Employment Training Panel.  Earlier, Peter 21 



Cooper, their Assistant Director, was here, but 22 



had to leave because of a time conflict.  He did 23 



want me to say to you that they appreciate the 24 



support from the Commission in workforce 25 
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training.   1 



  Staff is very pleased with the work that 2 



the Employment Training Panel is doing in 3 



workforce development, they are the only existing 4 



program we have that matches employers' private 5 



funding to us, and on the 91st day after a 6 



graduation and certification from the program, 7 



that is when the funds are then extended towards 8 



those companies that are being trained.  They 9 



have also recently adopted a BCP, specifically 10 



they handle funds from the Commission for the 11 



employment training panel.  We're seeing this to 12 



help smooth the process for administrative 13 



procedures.  We are happy to answer any questions 14 



that the Commissioners may have.  15 



  COMMISSIONER DOUGLAS:  Thank you.  16 



Questions or comments?  I'll just say in general 17 



I'm very pleased with the work that the AB 118 18 



program has done with the Employment Training 19 



Panel, and I'm glad to see this program continue.  20 



So let me see if we have a motion for Item 12.    21 



  COMMISSIONER SCOTT:  I'll move Item 12.  22 



  COMMISSIONER HOCHSCHILD:  I'll second.  23 



  COMMISSIONER DOUGLAS:  All in favor?  24 



  (Ayes.)  This item is approved 25 
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unanimously.  Thank you.   1 



  MR. NICHOLS:  Thank you.   2 



  COMMISSIONER DOUGLAS:  Item 13.  3 



University of California, Davis.  Possible 4 



approval of Amendment 1 to Contract 600-11-005 5 



with the Regents of University of California on 6 



behalf of the Davis campus to augment the 7 



agreement by $117,154 for a new total amount of 8 



$2,887,226.  Let's see here, Jim McKinney.  9 



  MR. MCKINNEY:  Good morning, 10 



Commissioners.  My name is Jim McKinney.  I'm 11 



Program Manager for the Alternative and Renewable 12 



Fuel and Vehicle Technology Program.  Staff is 13 



requesting your approval this morning for a 14 



$117,154 amendment to the existing agreement with 15 



the U.C. Davis Institute for Transportation 16 



Studies Next Steps Program for a research study 17 



on Plug-in Hybrid and Electric Vehicle Dealership 18 



Experience.  This agreement currently totals 19 



$2.77 million for 10 research tasks.   20 



  This proposed study will examine the 21 



relationship and transactions between new car 22 



dealers and purchasers of battery electric and 23 



plug-in electric vehicles.  The goal of the study 24 



is to assess the dynamics and communications 25 
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between customers and sales staff.  The results 1 



of the study will be used to inform policies for 2 



market development of BEVs in the state and help 3 



achieve the goals of the Governor's Zero Emission 4 



Vehicle Action Plan.  5 



  The 2013 ZEV Action Plan has three 6 



action items, the responsibility of the Energy 7 



Commission that will be supported by this 8 



research.  The first is to encourage and support 9 



auto dealers to increase sales and leases of Zero 10 



Emission Vehicles.  The second is to support 11 



expanded education at auto dealerships.  And the 12 



third is to encourage existing public/private ZEV 13 



focused partnerships to include leaders from the 14 



auto dealership sector in their efforts and 15 



organizations.   16 



  All Electric Vehicle consumers purchase 17 



their car at car dealerships, with the exception 18 



of Tesla.  Some challenges have been recognized 19 



by consumers and the industry regarding car 20 



dealership experience for customers considering 21 



the purchase or lease of Electric Vehicles.  22 



Sales staff may be uninformed about the new 23 



vehicle technologies, recharging options, 24 



available incentives, tax credits, or the cost 25 
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advantages of driving an Electric Vehicle.  1 



Dealerships may face challenges including high 2 



vehicle costs, lengthier transaction times with 3 



PEVs, long lead times for processing rebates and 4 



carpool lane decals, or delays in the deployment 5 



of charging infrastructure and other challenges.   6 



  This study will identify and prioritize 7 



key barriers to sales and then recommend actions 8 



and best practices for alleviating these 9 



barriers.  The study will answer key questions 10 



concerning how EV incentive policies flow to the 11 



customer through the dealer, whether dealers are 12 



equipped to engage PEV customers, and how dealers 13 



can partner in this process.   14 



  The research will involve a combination 15 



of structured interviews, focus groups, and 16 



surveys with dealers and consumers in Northern 17 



and Southern California, culminating in a final 18 



report.  There are currently about 100 19 



dealerships in the state that sell PEVs, and 20 



there may be as many as 400 that are offering at 21 



least one model.  The report intends to include 22 



findings on dealer activities that most influence 23 



PEV sales, the effectiveness of incentive 24 



policies in light of business drivers, the 25 
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relationship between public charging availability 1 



and demand, and an assessment of dealer 2 



performance in terms of growing the market for 3 



PEVs in California.   4 



  The takeaways may include a list of 5 



barriers, best practices, novel approaches and 6 



business innovations, a toolkit of policy 7 



options, and criteria for targeted policy 8 



assistance.  The study will also assist the 9 



Energy Commission's interagency working group on 10 



car dealership education and outreach as it 11 



addresses various issues, and formulates possible 12 



policies and actions.   13 



  The funding for this study will 14 



originate from ARFVTP technical support funding.  15 



Due to potential issues with franchise agreements 16 



between automakers and auto dealerships, 17 



proprietary and competitive business interests, 18 



the dealership contributions will be nonmonetary, 19 



but the dealers will be offering coordination and 20 



informational support.   21 



  This study represents a new task in our 22 



existing $2.77 million research agreement with 23 



the U.C. Davis Institute for Transportation 24 



Studies, and the other key tasks in that 25 
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agreement include transition scenarios for 1 



alternative fuels and vehicles, consumer behavior 2 



and choice, biofuel investment strategies, low 3 



carbon fuel options for trucks in the off-road 4 



sector, natural gas as a transportation fuel, and 5 



then technical training for staff.   6 



  I'm pleased to introduce Mr. Eric 7 



Cahill, the Lead Researcher for this study.  He 8 



is here for comment and questions, and I'm also 9 



available for any questions from the Commission.  10 



  COMMISSIONER DOUGLAS:  Thank you.  Mr. 11 



Cahill.  12 



  MR. CAHILL:  Good morning.  No, good 13 



afternoon, it's now afternoon.  Thank you for the 14 



opportunity to talk today and to address the 15 



Commissioners.  Basically this study is a bit 16 



unique in the sense that we're looking at the 17 



interaction between technology and the consumer, 18 



and that speaks, I think, to the kind of work 19 



that we do at ITS Davis, and at the Plug-In 20 



Hybrid and Electric Vehicle Center.  With much of 21 



the effort having been on technological 22 



advancement in order to get these vehicles up to 23 



par, I guess, and overcome what may be perceived 24 



as a number of shortcomings so that they can 25 
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compete in the market, we're now looking at some 1 



of the other factors that are involved in 2 



creating a new market for Plug-In Electric 3 



Vehicles, and we have certainly entered a new 4 



time in a very pivotal period in creating a 5 



market here in California.  So there's a lot of 6 



challenges that have been raised by dealerships 7 



that we've heard from customers and from OEMs 8 



themselves, the automakers themselves, and some 9 



of those were mentioned by Mr. McKinney here.  10 



But what that allows us the opportunity to do is 11 



to take a good look throughout the state at the 12 



dealerships, at the new car dealerships, that are 13 



essentially the touchpoint with the customer, and 14 



to see where things are going well, where there 15 



are shortcomings, where there are gaps.  We're 16 



also going to be talking to customers in terms of 17 



where they are also, where they've had success 18 



stories and where they could be improvements to 19 



that performance, and we're looking to be able to 20 



inform state policy to be able to adjust that 21 



policy if needed to better create a market and 22 



develop a market for Plug-In Electric Vehicles.  23 



And we believe this research will be certainly 24 



valuable to the Commission, and useful for 25 











 



  109 
CALIFORNIA REPORTING, LLC 



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



 



follow-on vehicles such as Fuel Cells, that will 1 



be coming along within the next couple of years 2 



to meet the Zero Emission Vehicle Mandate.   3 



  I want to thank you for your 4 



consideration today.  I also wanted to take a 5 



moment to thank the California New Car Dealers 6 



Association, and the California Center for 7 



Sustainable Energy, who are supporting our 8 



efforts and cooperating with us to conduct this 9 



research.  Thank you.  10 



  COMMISSIONER DOUGLAS:  Thank you.  11 



Questions, Commissioners, comments?   12 



  COMMISSIONER MCALLISTER:  Is the 13 



California Center for Sustainable Energy getting 14 



any of these funds?  15 



  MR. CAHILL:  No, they will not.  16 



  COMMISSIONER MCALLISTER:  Okay, I'm 17 



looking at legal over there, I don't think I have 18 



to recues myself, but -- okay, great.  I had just 19 



a couple questions here.  I wanted to -- I think 20 



part of what the scope of work here is 21 



establishing the interagency working group, or 22 



work across agencies -- I want to get some more, 23 



you know, what's the purpose of that, what does 24 



it entail, and what's the goal.  25 
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  MR. CAHILL:  I think, Jim, you might be 1 



able to speak to that.  2 



  MR. MCKINNEY:  Actually, Commissioner, I 3 



am not aware of that.  I apologize.  We can get 4 



that information for you.  5 



  COMMISSIONER MCALLISTER:  Okay, I think 6 



that came up in my briefing and I wanted to just 7 



dig into that a little bit, but, yeah, I'd like 8 



to know a little bit more about that because I 9 



think obviously --  10 



  MR. CAHILL:  No, and this may be 11 



referring, by the way, to a work group that is 12 



taking place roughly every six weeks at the 13 



California -- and it is an interagency group, so 14 



I presumed that's what this is referring to, that 15 



basically talks to education outreach for 16 



dealerships, and the California New Car Dealers 17 



Association is represented at that.  I also 18 



participate in those meetings and do intend to 19 



fold in initial findings from this research, as 20 



well as obviously any final results to help 21 



inform those efforts, as well.   22 



  COMMISSIONER MCALLISTER:  Great.  23 



Obviously those kinds of outputs, you know, you 24 



can be objective in lots of ways to input its 25 
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policy, but obviously we want to sort of know 1 



what's going on pretty early on in that process.  2 



In general, I'm very supportive of the 3 



commercialization side of things and doing things 4 



based on knowledge that has been developed with 5 



some rigor, and I think this sort of an approach 6 



is a good way to determine what some of the 7 



appropriate policy options might be to help grow 8 



this marketplace, and similar ones.  So certainly 9 



more information and more understanding within 10 



reason is better, so I'm very supportive of this.  11 



  COMMISSIONER SCOTT:  Can you tell us a 12 



little bit more about what the timelines for this 13 



look like in terms of the interviews and the 14 



different research that you're planning to do, 15 



and then when you think a report would be ready?  16 



  MR. CAHILL:  Yeah.  I can already say 17 



that we've already begun some initial ground 18 



level research here, so we'll be hitting the 19 



ground running.  We do already have relationships 20 



with a number of dealerships in the Bay Area and 21 



in the Sacramento Area, as well as having 22 



established some relationships with Southern 23 



California.  We expect the project to kick off by 24 



no later than October 1, formally, of course with 25 
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funding, and to conclude at the end of March.  It 1 



will be a six-month effort.  I can say that, 2 



pretty much as soon as funding does become 3 



available, we'll be able to begin a statewide 4 



effort as opposed to the local effort that has 5 



been done currently, so these will include 6 



attending the Plug-In Conference, for example, 7 



down in San Diego, we'll also be conducting 8 



dealer interviews down there, coordinating with 9 



the Center for Sustainable Energy down there, and 10 



as well conducting focus groups.  We'll also be 11 



hitting Los Angeles and the Greater Los Angeles 12 



Area to do the same thing.  And we'll be hitting 13 



the Bay Area, as well as the Sacramento Area, and 14 



even probably some Central County areas, as well, 15 



during that time.  16 



  COMMISSIONER DOUGLAS:  Great.  Thank 17 



you.  Is there a motion on this item?  18 



  COMMISSIONER SCOTT:  I'll move Item 13.  19 



  COMMISSIONER HOCHSCHILD:  Second.  20 



  COMMISSIONER DOUGLAS:  All in favor?  21 



  (Ayes.)  Item 13 is approved.  Thank 22 



you. 23 



  MR. CAHILL:  Thank you.   24 



  COMMISSIONER DOUGLAS:  Item 14.  25 
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Minutes.  Possible approval of the July 10, 2013 1 



Business Meeting Minutes.  2 



  COMMISSIONER HOCHSCHILD:  So moved?  3 



  COMMISSIONER MCALLISTER:  Second.  4 



  COMMISSIONER DOUGLAS:  All in favor?  5 



  (Ayes.)  The Minutes are approved.  6 



  COMMISSIONER DOUGLAS:  Item 15. Lead 7 



Commissioner or Presiding Member Reports.  I've 8 



glanced through my calendar and I do not see 9 



anything report worthy on my calendar, so let me 10 



see what other Commissioners would like to make a 11 



report.   12 



  COMMISSIONER HOCHSCHILDS:  I can give a 13 



couple updates.  First, I just wanted to thank 14 



Lori Sinseley and the Communications Team, I've 15 



worked very closely with them on the launch of 16 



our newsletter, the Spark, which went out last 17 



week.  It may actually eventually move to a 18 



monthly newsletter.  I think it's really really 19 



important, we have so many activities going on 20 



here, and one observation I have, it's not just 21 



that others in State Government and so forth, 22 



other stakeholders aren't aware of the full scope 23 



of our duties, but even within the agency itself, 24 



there's not a lot of awareness necessarily of the 25 
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latest developments, you know, folks working on 1 



Transportation don't know what's happening in 2 



Efficiency.  So I'm a big believer in the role of 3 



communications, and I think the team did a great 4 



job in getting that together.  I'm very much 5 



looking forward to that going forward.   6 



  I just want to make a plug for the next 7 



two guest speakers.  September 11th, we have the 8 



Chairman of FERC coming, Jon Wellinghoff.  He has 9 



been a big proponent for renewables.  He's going 10 



to be actually replaced -- he's stepping down 11 



sometime in the next six months, depending on 12 



when his successor gets confirmed by the Senate, 13 



but it's in town September 11th and he'll be here 14 



at 4:00, just talking about -- actually, he wants 15 



to talk about Demand Response, in part, some 16 



opportunities for California.  And then this 17 



Thursday at 11:00, we have Dick Swanson, who is a 18 



really really impressive former Stanford 19 



Professor, Founder of SunPower, which is really 20 



there are only two American solar manufacturers 21 



left and Sun Power is one of them, they have the 22 



highest efficiency.  So we're still in the 23 



market, and he's coming to talk about the 24 



progress of technology, along with Julie Blunden, 25 
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former CEO of Climate Works, which was the 1 



leading funder of global activities to combat 2 



climate change.   3 



  And I just think it's worth noting that 4 



today solar represents something like four 5 



percent of our renewable portfolio, but it will 6 



be 50 percent by 2020, so it's been a really 7 



radical transformation of the industry driven by 8 



this cost reduction we're getting from innovation 9 



and automation and scale, and so they're going to 10 



be talking about that, and the significance of 11 



that.   12 



  So in terms of recent visits, I 13 



especially want to thank our Executive Director, 14 



Rob Oglesby, who accompanied me to a roundtable 15 



with a Silicon Valley leadership group, about 20 16 



companies, got their input on clean energy R&D, 17 



that was really really fruitful, had a couple of 18 



other site visits, probably the most interesting 19 



for me was the Alta Wind Energy Park, which is 20 



the largest wind project in the world, it's in 21 



Kern County, it's a gigawatt and a half, and I 22 



was struck -- first of all, it's interesting, 23 



this project which created 5,000 jobs, it has 24 



also enabled a neighboring cement factory to stay 25 
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open because they're still growing, they're doing 1 



another 200 megawatts from now until December.  2 



And I was amazed to learn there's a GE wind 3 



turbine manufacturing facility onsite, which is 4 



making turbines for that site, as well as 5 



shipping around the Western United States.  And 6 



this project does now become the second largest 7 



taxpayer in Kern County, contributing $40 million 8 



a year.  So it's just part of the success story, 9 



you know, of California renewables policy, this 10 



is some of the fruit that's being born.  And 11 



there's a very exciting pathway for further cost 12 



reductions in wind.  I learned all about variable 13 



speed turbines and new drive trains, and 14 



generators, and actually they have somewhat over-15 



engineered the steel in the column itself, and so 16 



there is an effort now to actually reduce that 17 



and essentially be able to further cut costs, so 18 



there is a path forward there for wind.   19 



  I met yesterday with -- there's a big 20 



group trying to build the largest -- essentially 21 



a project double this size in Wyoming, a 3 22 



gigawatt project they're trying to build 23 



transmission to, but California is a tough road 24 



to hoe, but there's a lot of activity in wind.  25 
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  The other notable site visit was to 1 



SEGS, which is a 26-year-old parabolic trough 2 



system, solar thermal system, the oldest system 3 



in the world actually of parabolic trough, and 4 



they have a gas plant -- very inefficient gas 5 



plant, about 12,000 heat rate, that operates with 6 



that, that we're going to have to make a decision 7 



on at some point down the line.  But you know, 8 



it's interesting to see how this thing has held 9 



up, the solar part of it has held up for 26 10 



years.  They just re-tubed, they put $50 million 11 



into re-tubing to get a little bit more 12 



efficiency out of it, but it was just impressive 13 



to see this thing going strong after a quarter 14 



century, about 140 staff down there, so, yeah, 15 



those are probably my visits of note.  16 



  COMMISSIONER MCALLISTER:  Let's see, I 17 



just wanted to highlight a couple things.  I have 18 



been ensconced on IEPR issues, more, and so I 19 



haven't gotten out of the office as much as maybe 20 



some of us have, and so it's sort of all IEPR all 21 



the time for me, which is great, it's all very 22 



interesting and we've got some really terrific 23 



workshops.  I believe since the last meeting, we 24 



had the one on San Onofre, Southern California 25 
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issues, with respect to how to deal with the San 1 



Onofre issue and had an en banc down in L.A. with 2 



ARB, Chairman Nichols from the ARB, President 3 



Peevey from the PUC, and Steve Berberich from 4 



ISO, and had a robust discussion on some of the 5 



options going forward, very interesting to have 6 



everybody in the room giving their perspectives 7 



on that.   8 



  More recently, last week I believe, had 9 



a 2030 infrastructure discussion here in this 10 



hearing room with regard to the electric sector, 11 



which was also very interesting.  It gave rise to 12 



sort of a longer term discussion about what the 13 



2030 and beyond issues are with respect to what 14 



we need to do to really achieve our long term 15 



carbon goals, and keep the system reliable.  So 16 



quite interesting record established in the IEPR.  17 



  And then I had a couple of workshops on 18 



the Transportation issue together with 19 



Commissioner Scott, which I found really 20 



enlightening, as well.  I always learn something 21 



when our transportation staff talks, sets up a 22 



day of workshops because there's just so much 23 



going on in that space.  So I really found that 24 



fascinating.  And the IEPR is inexorably moving 25 
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forward to its full production and we're in the 1 



middle of that process, so I'm trying to help 2 



them keep on schedule.  3 



  Let's see, the other thing I wanted to 4 



mention, just a couple of visits --  5 



  COMMISSIONER HOCHSCHILD:  And just 6 



before you leave that, what is the schedule for 7 



the IEPR, exactly?  8 



  COMMISSIONER MCALLISTER:  Well, we are 9 



aiming to adopt it before the end of the year, I 10 



think the December Business Meeting is what we're 11 



aiming at.  It doesn't always happen within the 12 



year, statutorily it's supposed to, so that's the 13 



goal.  Quite a bit of editing, a lot of editing, 14 



a lot of vetting, public comments, in the next 15 



couple of weeks likely we'll go public, and we'll 16 



have public comments, editing, and it'll 17 



definitely be coming across your desk and the 18 



other Commissioners' desks obviously before 19 



adoption, but for your comment.  So not quite 20 



there yet, but we'll get there.  21 



  Two site visits of note, went over with 22 



some representatives from the Governor's Office 23 



and FERC, actually, and a number of others to a 24 



PG&E facility, it's a storage facility over in 25 
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Vaca-Dixon, not too far from Sacramento, and it's 1 



one of two interesting battery storage projects 2 



that they've got going on and they're doing some 3 



experimentation with how to best sort of optimize 4 



it and see how they utilize it on the grid, and 5 



running it through its paces.  It's fairly low 6 



risk in this case with Vaca-Dixon, fairly low 7 



risk so they can do some innovative things and 8 



sort of see what works.   9 



  They've got another battery storage 10 



system down on the Peninsula, I believe it's San 11 



Jose, that they're sort of doing more customer 12 



focused experimentation, not exactly 13 



experimentation, but sort of working on how the 14 



battery storage can best benefit the Grid and 15 



sort of work through how to optimize it and make 16 



it more cost-effective.  So pretty exciting, 17 



actually.  Obviously, these are not cheap 18 



projects, but they're definitely -- the learning 19 



there is really important for keeping the modern 20 



grid heading in the right direction with 21 



renewables integration and all the issues we talk 22 



about.  23 



  And then the other thing I did was last 24 



week, there's a new initiative at Berkeley Lab 25 
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called the Flex Lab, which I would encourage 1 



folks to go visit maybe a little bit further down 2 



the road when the construction is done, but it's  3 



purpose built, highly instrumented commercial-4 



like facility that will enable experimentation 5 



with new construction techniques, where you can 6 



build it on site and take reams of data, 7 



understand how they perform.  They even have a 8 



pad that rotates 270 degrees so they can 9 



accelerate the data gathering with respect to 10 



sunlight and building positioning and all that 11 



kind of stuff.  It was quite an interesting lab.  12 



They got $16 million from ARRA funds to build it, 13 



and I think it's a very interesting platform for 14 



building technologies, for the industry to come 15 



in and test new products, for building 16 



techniques, to use it as educating.  We were 17 



talking about education of the construction 18 



industry earlier on one of the items today, it 19 



would certainly help with installation practices, 20 



monitoring of interior spaces, potentially even 21 



some comfort issues.  There's just a lot of 22 



potential there for utilizing in an advanced 23 



laboratory space like this, that is very oriented 24 



towards being pragmatic for the building 25 
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industry.  It's an actual set of buildings and 1 



interior spaces that can be utilized for 2 



experimentation purposes.  So I was pretty 3 



excited about that and there's a lot of smart 4 



people working on that.  Obviously very important 5 



for energy efficiency, certainly for our Zero Net 6 



Energy goals in the commercial space, so it's a 7 



good resource for us to have.  It's a DOE 8 



facility, so it has national significance, but 9 



given that it's in a California climate, it's 10 



going to have a lot of relevance for California, 11 



so I'm excited to see that in the ground.  12 



  And then lastly, I wanted to encourage 13 



folks to head over to the Citizen tomorrow 14 



afternoon, I'm going to see if I can find that 15 



date, anyway, it's a discussion, you can look at 16 



it on our website, about future appliance 17 



efficiency focused mostly on electronics.  But 18 



I'm going to be kicking it off tomorrow and it's 19 



an interesting group of speakers, Karen Herder 20 



who used to work at the Commission, and a couple 21 



other speakers, looking at what the sort of 22 



longer term opportunities for making consumer 23 



electronics more efficient are.  So we'll be 24 



talking about some innovation with a little bit 25 
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of a long view of where the potential lies.  So 1 



that should be fun.  Thanks very much.  2 



  COMMISSIONER SCOTT:  I had the 3 



opportunity since we last met, I went out to -- 4 



it's been a little while, actually, in San 5 



Francisco they had the Plug-In Vehicle 6 



Collaborative had their full day in-person 7 



meeting in San Francisco at the end of July, and 8 



that was pretty interesting.  We spent the bulk 9 



of the meeting hearing from the utilities, both 10 



the Publicly-Owned Utilities and the Investor-11 



Owned Utilities, on some of the things that 12 



they're doing to be prepared for additional Plug-13 



In Electric Vehicles to be on the road, and also 14 



about some of the customer education and outreach 15 



that they're doing, and I thought that was really 16 



interesting.  I mean, we got down really into the 17 



weeds and talked about things like time of use 18 



rates and what's most interesting for the 19 



consumers that are looking at their bill to see 20 



how much energy their car is using versus other 21 



parts of their homes and things like that, so it 22 



was a really interesting day.  23 



  COMMISSIONER HOCHSCHILD:  Could I just 24 



ask, how significant is the investment today by 25 
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the utilities in EVs and --  1 



  COMMISSIONER SCOTT:  That's a good 2 



question.  I don't recall a number off the top of 3 



my head, but I mean, we had SDG&E there, SCE, 4 



PG&E, SMUD, LADWP, and they had very high level 5 



folks there, so they're really thinking about 6 



this.  I don't know the number in terms of -- 7 



  COMMISSIONER HOCHSCHILD:  And everybody 8 



is doing something, it's just --  9 



  COMMISSIONER SCOTT:  Yes.  So that was 10 



exciting to see, too.  11 



  COMMISSIONER HOCHSCHILD:  Okay, great.  12 



  COMMISSIONER SCOTT:  So that was 13 



terrific.  That was our all day in-person meeting 14 



for Plug-In Vehicle Collaborative.  And as 15 



Commissioner McAllister mentioned, we had some 16 



great workshops, I thought, on transportation for 17 



the IEPR.  You know, so I've been here about four 18 



months and, for me, it's really neat, I continue 19 



to be struck by the ability that we have to bring 20 



in such a broad level and range of experts on the 21 



different topics where we convene folks.  We 22 



talked about growth scenarios for alternative 23 



fuels on one of our transportation workshops, and 24 



we had folks from all over the country, including 25 
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calling in from Brazil to give presentations, and 1 



so I agree with you, they continue to be very 2 



interesting workshops.  And I look forward to the 3 



report.   4 



  I got to go and do a presentation at the 5 



National Academy of Sciences with Isaiah Larson 6 



and Charles Smith, which was great, it was a lot 7 



of fun for me to get to go with some of our 8 



transportation team and do that.  The National 9 



Academy of Sciences is really interested in 10 



medium-duty and heavy-duty trucks with a focus on 11 



fuel economy, and greenhouse gas emissions, and I 12 



thought it was great that they wanted to hear 13 



from the Energy Commission about the different 14 



things that we are doing on those.  So we gave 15 



kind of a high level presentation about the 16 



Alternative and Renewable Fuel and Vehicle 17 



Technology Program, and we also talked in detail 18 



about some of the different projects that we 19 



funded, like the Catenary arm for trucks on 710 20 



an just all kinds of different options.  So that 21 



was a really neat chance to go and talk with our 22 



friends at the National Academy of Sciences.  23 



  I went at the beginning of August out to 24 



the 14th Biennial Conference on Transportation 25 
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and Energy at Asilomar, and the topic there was 1 



climate policy in an energy boom, and this was 2 



just for me a really fascinating conference.  3 



Again, it brought together this incredible and 4 



interesting set of experts.  They set the scene 5 



for what they thought might need to be some 6 



additional help in terms of accelerating the 7 



transition to alternative fuels and really making 8 



the type of transformation of our transportation 9 



system that we're talking about.  There was an 10 



expert from U.C. Davis talking about what the 11 



petroleum prices may do.  Mary Nichols was there 12 



and talked about the climate goals, the clean air 13 



goals that we're trying to meet.  We had folks 14 



from China who came in and talked about what 15 



they're doing there.  And it was interesting 16 



because they talked about -- if I'm recalling 17 



correctly, it was about a billion cars on the 18 



road in China, and so it's a huge challenge, but 19 



it's also a huge opportunity that's before us, 20 



and so it was just a really interesting chance to 21 



hear from a wide range of folks kind of what 22 



they're thinking about, and then to be able to 23 



interact with them on breaks and at lunch and 24 



over dinner, it was very interesting and everyone 25 
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was interested in climate policy.   1 



  COMMISSIONER HOCHSCHILD:  Were there 2 



countries -- I mean, I don't know what China is 3 



doing in EVs, but is the U.S. sort of leading or 4 



lagging in terms of EV support versus other 5 



countries?  I don't know if that came up.  6 



  COMMISSIONER SCOTT:  I think California 7 



is definitely leading the way on a lot of this 8 



that was a lot of the take home message.  I think 9 



in China they're -- it's kind of a push and pull 10 



between wanting to be able to develop the way 11 



that the U.S. or Europe or other countries have 12 



developed, but also recognizing that if you have 13 



a billion cars on the road, and they're not as 14 



close to zero emission as you can get, and they 15 



don't have smart land use and transportation -- 16 



planned smart transit plans, that it was kind of 17 



an interesting push and pull in terms of wanting 18 



to develop, and wanting to develop quickly, but 19 



also wanting to develop smart.  And so it was 20 



interesting to kind of hear what they were 21 



thinking and where they're going.  But I think on 22 



Electric Vehicles, we're looking at Fuel Cells, 23 



just pushing the Zero Emission Vehicle, that 24 



California is definitely on the leading edge of 25 
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that.  So that was really great.  And they 1 



debuted BMW, they debuted their new electric car 2 



there, which is the 3 series, and that was fun 3 



for us to get to ride in.  It's neat to continue 4 



to see options like that come out on the road, so 5 



that you want everything from Tesla to Leafs, and 6 



there's just lots of options, and more options 7 



are coming, so it was great to see that.   8 



  We did some great staff workshops on 9 



hydrogen and the electrical EV interoperability.  10 



The interoperability was interesting to think and 11 



talk about because, I mean, basically what we're 12 



looking to do is make sure that every electric 13 



vehicle driver can use any charging station.  And 14 



there's lots of technical pieces that go along 15 



with that, but we had some really good 16 



conversations there.   17 



  One other thing I did, I got to travel 18 



to Fresno for the California Black Chamber of 19 



Commerce Meeting.  That was terrific.  There were 20 



probably 500 businesses around the room.  They 21 



were interested in, first, kind of what does the 22 



Energy Commission do?  What is the Energy 23 



Commission?  So I did kind of a little Energy 24 



Commission 101, but they I also talked to them 25 
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about a lot of our grant and loan programs, like 1 



the BrightSource Program, like my AB 118 program, 2 



that might be of interest, and the technical 3 



assistance that we can provide, that might have 4 



been of interest to a lot of the businesses 5 



around the table, so hopefully we'll hear more 6 



from folks that were there.   7 



  And last but not least, I just wanted to 8 



make sure, I think all of you have probably met 9 



her, but my new Advisor is here, she started at 10 



the beginning of August, her name is Leslie 11 



Camarastito, and I am just thrilled to have her 12 



on board, I've got my whole team in place now, so 13 



it's coming together.  That's what I've been up 14 



to.  15 



  COMMISSIONER DOUGLAS:  That's great.  16 



Very good.  So thank you, everyone. Let's go on 17 



to the Chief Counsel's Report -- oh, go ahead.  18 



  COMMISSIONER MCALLISTER:  I was a little 19 



bit negligent, actually.  I want to actually 20 



acknowledge all the amazing work that's going on 21 



with staff on Prop. 39.  I know that it's a great 22 



initiative that the voters passed, it's a really 23 



amazing, wonderful thing, our schools totally 24 



need these resources, and it's a relatively big 25 
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lift in a relatively short period of time, and 1 



the Energy Commission is the lead agency on 2 



developing the guidelines for Prop. 39, as many 3 



of you know, and Executive Director Oglesby and 4 



Drew Bohan, his Deputy, are both in the room and 5 



I just want to acknowledge both of their efforts, 6 



particularly Drew, who has been carrying a lot of 7 



the water on that and keeping everybody organized 8 



and on task, on really confronting this challenge 9 



that we have, and making sure that there's a 10 



really robust interagency process.  There's a lot 11 



of parallel tracks heading all in the same 12 



direction, and keeping them coordinating and 13 



everybody on task is happening and I think it's 14 



because of their capabilities that it's really 15 



all on track, and there's a lot of staff working 16 



on this and there's a lot of good quality work 17 



going on and developing these guidelines, there's 18 



a lot of people looking at it and we're doing 19 



things in a transparent and accountable way, and 20 



I think I'm very optimistic that we're going to 21 



have a good product on time so that the schools 22 



can get their funds and do very worthwhile 23 



projects with it, starting in the near future, 24 



certainly by early next year.  So I wanted to 25 
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just make sure I mentioned that.  So thanks.  1 



  COMMISSIONER DOUGLAS:  Great.  Thanks 2 



for doing that.  Chief Counsel's Report.  3 



  MR. LEVY:  Good afternoon.  I have no 4 



report today.   5 



  COMMISSIONER DOUGLAS:  Executive 6 



Director's Report.  7 



  MR. OGLESBY:  I guess I'd add Marcia 8 



Smith is doing a stellar job leading the group 9 



that's implementing that.   10 



  I'll just take minute to announce some 11 



housekeeping that we've done that I think will 12 



improve the operation of the Energy Commission.  13 



I would preface it by saying it doesn't represent 14 



any augmentation of our budget that was recently 15 



improved, but in order to improve the efficiency 16 



of the organization, and in light of the new 17 



duties to implement Proposition 39, we have done 18 



some reorganization.  And the principle features 19 



of the reorganization include moving the ECCA 20 



program, which is our low interest loan program 21 



for efficiency, and which is also implementing 22 



Prop. 39 into our efficiency division, so we 23 



consolidate our efficiency activities and the 24 



division that has the most technical expertise, 25 
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and some synergistic inter-reactions between 1 



staff into that division.   2 



  Secondarily, we are moving the office of 3 



Renewables and we've created a Division of 4 



Renewables -- again, we haven't expanded that in 5 



terms of resources, but I think given the 6 



importance of Renewables in our energy future and 7 



our expanded obligations to implement the 8 



Renewable Portfolio Standard, it was important to 9 



recognize that, establish it as a division, and 10 



put then under the leadership, the very capable 11 



leadership, of Suzanne Korosec.  And Heather 12 



Raitt will move over the help run the IEPR 13 



process and make sure that that is a seamless 14 



process going forward, although we're in the 15 



closing stages of the current cycle, there will 16 



be some coordination between Suzanne and Heather, 17 



but I'm confident that that will conclude very 18 



successfully this year.  19 



  And finally, we have a number of 20 



positions that have been supported by the Public 21 



Goods charge, the activities are now going to be 22 



part of the EPIC Program and we're consolidating 23 



those staff persons, they will be conforming to 24 



the obligations and the structure of the program 25 
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under EPIC, and so we're consolidating them in 1 



our division that handles EPIC, the Research 2 



Division.  So those are the principle aspects, 3 



the intent again is to improve efficiency, to 4 



recognize the importance of the programs, and 5 



gain some synergistic opportunities.  6 



  COMMISSIONER DOUGLAS:  Thank you.  7 



Public Advisor's Report.  8 



  MS. MATTHEWS:  I don't have anything to 9 



report.  Thank you.   10 



  COMMISSIONER DOUGLAS:  All right.  And 11 



is there any public comment?  On the phone?  No.  12 



All right, very good.  With that, we are 13 



adjourned.   14 



(Whereupon, at 12:39 p.m., the Business Meeting 15 



was adjourned.) 16 



 17 



 18 



 19 



 20 



 21 



 22 



 23 



 24 



 25 
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P R O C E E D I N G S 1 



DECEMBER 11, 2013                      10:11 a.m. 2 



  CHAIRMAN WEISENMILLER:  Good morning.  3 



Let's start the Business Meeting with the Pledge 4 



of Allegiance.   5 



  (Whereupon, the Pledge of Allegiance was  6 



  recited in unison.) 7 



  CHAIRMAN WEISENMILLER:  Good morning.   8 



So we’re going to do a little juggling on the 9 



agenda and I’ll just flag those for a second.  So 10 



in terms of an order, after the Consent Calendar, 11 



we’re going to deal with Items 5 through 9.  At 12 



11:00, we will take up Bottle Rock and when we 13 



come back, depending upon the timing, we will 14 



either pick up the Demand Forecast or the 15 



remaining items.  But anyway, we at least -- 16 



we’ll have to play it by ear on some of the 17 



timing issues today.  But anyway, that’s the 18 



current block one of what we’re going to do, at 19 



least for I think part of the morning.   20 



  So let’s actually all start out with a 21 



minute of silence to reflect on our loss of a 22 



great man, Nelson Mandela.   23 



  [Silence] 24 



  Okay, back to more mundane things.  So 25 
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Consent Calendar.  1 



  COMMISSIONER DOUGLAS:  I move the Consent 2 



Calendar.  Oh, I’m sorry.  3 



  COMMISSIONER MCALLISTER:  I wanted to 4 



disclose on Items 1C (sic) and 16 (sic) that my 5 



wife is a member of the U.C. Davis King Hall Law 6 



School faculty.  I’m not recusing myself, none of 7 



the items have to do with the law school at U.C. 8 



Davis, but they do have to do with the U.C. 9 



system, so I’m recusing myself on those two items 10 



-- I mean, I’m sorry, I’m not recusing myself on 11 



those two items, I’m just disclosing that 12 



relationship.  Thank you.   13 



  COMMISSIONER DOUGLAS:  I’ll just add on 14 



to that, that this spring I’ll be teaching a 15 



Renewable Energy Law course at the U.C. Davis Law 16 



School, so, again, I’m not recusing myself, but I 17 



am disclosing that.  18 



  CHAIRMAN WEISENMILLER:  Okay, do I have a 19 



motion?  20 



  COMMISSIONER DOUGLAS:  Move Consent.  21 



  COMMISSIONER MCALLISTER:  Second.   22 



  CHAIRMAN WEISENMILLER:  All those in 23 



favor?  24 



  (Ayes.)  The Consent item passes 25 











 



                                  CALIFORNIA REPORTING, LLC                                         9 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



unanimously.   1 



  MR. LEVY:  Pardon me, just to clarify the 2 



record that should be Item 15, not 16, I think, 3 



Commissioner McAllister, and 1B.  The Agenda was 4 



revised.   5 



  COMMISSIONER MCALLISTER:  Sorry, my 6 



apologies.  My note was from Legal and was a 7 



little bit outdated, I guess, or the agenda 8 



changed afterwards.   9 



  MR. LEVY:  Our apologies.  Thank you.  10 



  CHAIRMAN WEISENMILLER:  Okay.  So let’s 11 



go on to Item 5, which is Revised Effective Date 12 



of 2013 Building Energy Efficiency Standards.  13 



And first I want to note and remind everyone that 14 



what we’re looking at today, what’s on our agenda 15 



and what we’re concerned with today, is a delay 16 



in the adoption or the implementation of the 17 



Building Standards.  We are not reopening what’s 18 



in the Building Standards and that is not the 19 



purpose for today’s conversation.  So staff, 20 



please.  21 



  MS. COLLOPY:  Good morning, Chair and 22 



Commissioners.  I’m Christine Collopy, Deputy 23 



Division Chief of the Efficiency Division.  I am 24 



here today to seek your approval of a proposed 25 
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resolution changing the effective date of the 1 



2013 Building Energy Efficiency Standards, Title 2 



24, Parts 1 and 6, and the energy provisions of 3 



Part 11, Cal Green.   4 



  From January 1, 2014 to July 1, 2014, no 5 



changes to the substance of the Regulations are 6 



being proposed.  We would like to thank industry 7 



stakeholders for your cooperation and comments 8 



during this time.   9 



  Today’s Business Meeting Agenda includes 10 



four items related to the 2013 Building Energy 11 



Efficiency Standards.  This Agenda item relates 12 



to the change in the Effective Date of the 2013 13 



Standards, and the three items to follow this 14 



item relate to the possible approval of software 15 



versions for both Residential and Nonresidential 16 



Buildings, including Item 6, EnergyPro Version 17 



6.0, as an alternative calculation method for 18 



demonstrating performance compliance with the 19 



Residential Provisions of the 2013 Standards.  20 



And Item 7 and 8, which are related to the 2013 21 



Public Domain Compliance Software Version 1D, 22 



used to demonstrate performance compliance with 23 



the 2013 Standards for Residential and 24 



Nonresidential Buildings, respectively.   25 
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  Together, these software updates provide 1 



users with the most up to date software possible, 2 



plus these new versions have more functionality 3 



than earlier versions.  As new versions of the 4 



software become available, staff will bring them 5 



back to you for your consideration at future 6 



business meetings.   7 



  For this item today, we are seeking a 8 



six-month change in the effective date of the 9 



Standards implementation because we have heard 10 



overwhelming comments from the Building industry 11 



that they do not have the complete set of 12 



performance compliance software tools, and they 13 



have not received the training they need to fully 14 



understand and use the public domain compliance 15 



software for the 2013 Standards.   16 



  Pursuant to Public Resources Code Section 17 



25402.1, the Energy Commission establishes public 18 



domain compliance software to estimate the energy 19 



consumed by buildings.  This software serves two 20 



distinct purposes in the Energy Commission’s 21 



Building Standards Program: first, Energy 22 



Commission’s public domain compliance software is 23 



made available at low or no cost for the Building 24 



industry to use, if it chooses, to complete the 25 
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performance compliance approach under the 1 



Standards; second, it serves as a point of 2 



reference for the potential approval of private 3 



vendor software as an alternative calculation 4 



method.   5 



  The Energy Commission’s 2013 public 6 



domain compliance software consists of two tools, 7 



one for low rise residential buildings, and the 8 



other for high rise residential and non-9 



residential buildings known as CBECC-Res and 10 



CBECC-Com, respectively.  CBECC-Res software has 11 



been available for public review and use since 12 



July 2013 and versions of CBECC-Res for newly 13 



constructed homes have been approved at the 14 



Energy Commission Business Meetings for the last 15 



three months that was September, October and 16 



November of 2013.   17 



  CBECC-Com has been available for public 18 



review and use since September 2013 for newly 19 



constructed buildings and additions to existing 20 



buildings only.  And although another update of a 21 



CBECC-Com is on today’s meeting Agenda for your 22 



consideration, a version of CBECC-Com for 23 



alterations to existing buildings will not be 24 



ready for your consideration until April of 2014.  25 
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CBECC-Com user interface is very different from 1 



past public domain compliance software provided 2 



by the Commission.  And using this software 3 



effectively requires training that has not yet 4 



been offered by Energy Commission or other 5 



entities.   6 



  It is the Energy Commission who is to 7 



establish a public domain computer program which 8 



enables the building industry to estimate the 9 



energy consumed by buildings.  Under the 10 



Standards adopted, private vendor compliance 11 



software is required to compare against the 12 



Commission’s public domain software for 13 



certification.   14 



  The Energy Commission has supported the 15 



marketplace for many years by being transparent 16 



in its methods for approving private vendor 17 



compliance software tools, and by funding the 18 



development of the reference method that is 19 



critical in the comparative testing of these 20 



tools.  21 



  The approval of the private EnergyPro 22 



software for residential newly constructed 23 



projects is one of the software items on today’s 24 



business meeting agenda, again for your 25 
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consideration.  We expect this tool to be back at 1 



the business meeting in early 2014 for your 2 



consideration as an approved tool for alterations 3 



and additions of existing homes.  However, there 4 



has been no compliance software approval 5 



applications received by the Energy Commission 6 



for non-residential buildings.  This means that, 7 



for the first time in many years, the public 8 



domain compliance software, CBECC-Com, must be 9 



used to complete the performance compliance 10 



approach for the 2013 standards until such time 11 



that other compliance software tools are complete 12 



and approved by the Energy Commission.   13 



  The Energy Commission needs the next six 14 



months to provide the training and education 15 



necessary in partnership with the Utilities, 16 



building officials, and energy consultants, to 17 



teach the industry how their proscriptive 18 



requirements can be met cost-effectively, and 19 



also to demonstrate the functionality of the 20 



public domain compliance software such that the 21 



performance compliance approach may be used in 22 



lieu of meeting all proscriptive requirements.   23 



  In revising the effective date, we are 24 



working closely to coordinate this action with 25 
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our sister agencies such as the Building 1 



Standards Commission and the Department of 2 



Housing and Community Development, and are 3 



reaching out to local jurisdictions and 4 



interested persons to ensure that this change is 5 



communicated to all those that are effected and 6 



to ensure that all disruptions are minimized.  7 



The Building Standards Commission has a scheduled 8 



Commission meeting on Wednesday, December 18th, to 9 



consider approving the Energy Commission’s action 10 



to change the effective date of the 2013 Building 11 



Energy Efficiency Standards, Title 24, Parts 1 12 



and 6, and the 2013 California Green Building 13 



Standards Code, Title 24, Part 11.   14 



  I respectfully request your approval of 15 



the proposed resolution changing the effective 16 



date of the 2013 Building Energy Efficiency 17 



Standards until July 1, 2014.  Again, no changes 18 



to the substance of the regulations are being 19 



proposed.  With me today is Eurlyne Geiszler of 20 



the Building Standards Office, Martha Brook, 21 



Senior Mechanical Engineer of the Building 22 



Standards Office, and Galen Lemei, Senior Legal 23 



Counsel to assist me in responding to any of your 24 



questions today.  Thank you.   25 
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  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 1 



hear public comment.  We have a fair amount.  2 



Again –- well, first let me correct myself and 3 



say that we’re revising the Effective Date of the 4 



Standards, but also again to remind people that 5 



what’s been notified and what we’re concerned 6 



today is revising the Effective Date of the 7 



Standards.  Anyone who has comments on the 8 



substance of the Standards, that’s not what is at 9 



issue today, so please limit your time on 10 



comments to the effective date issues.  Certainly 11 



there are public comments later and we are happy 12 



to hear from you, and we have your written 13 



comments.   14 



  So with that, let’s start with UC, 15 



Catherine Kniazewycz.  Hopefully I didn’t butcher 16 



it more than the last time.   17 



  MS. KNIAZEWYCZ:  Good morning, 18 



Commissioners.  I’m Catherine Kniazewycz, 19 



Director of Architecture at University of 20 



California, Office of the President.  Thank you 21 



for considering today our request of last month 22 



to delay the effective date of the new Energy 23 



Standards for a few months until the necessary 24 



software and tools can be completed, and training 25 
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as you mentioned.   1 



  Commissioner McAllister asked me last 2 



month how many projects in the U.C. system will 3 



be in design and subject to the new Code during 4 



the first six months of 2014.  I polled the 5 



campuses and we have at least 15 major projects 6 



representing most of our campuses, and we also 7 



queried CSU and they came up with at least nine.  8 



So just between these two agencies, we’re looking 9 



at 24 projects that would have had to go through 10 



your exceptional process to be designed in the 11 



early months of next year, and it sounds like we 12 



all agree that probably isn’t practical.  13 



  The University of California will 14 



continue to follow our own policy of meeting the 15 



2008 Energy Standards by 20 percent in the 16 



interim if the effective date of the Code, of 17 



course, is postponed to July.  In the meantime, 18 



we’re also going to work with our consulting 19 



engineers, including Ted Tiffany, to help our 20 



campuses understand the application of the 2013 21 



Code to our projects.  Thank you very much.   22 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 23 



go to Mike Gabel.  24 



  MR. GABEL:  Thank you.  Good morning, 25 
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Commissioners.  I understand and appreciate that 1 



the CEC staff and contractors have worked 2 



exceptionally hard to prepare for this January 1st 3 



effective date, so first off, thank you to all 4 



the people who have worked hard putting in many 5 



hours trying to get the new Standards in place.  6 



It is regrettable that essential client software 7 



is not yet ready, but it is also crucial that the 8 



Commission now do what is absolutely necessary to 9 



properly ensure a successful Standards launch.   10 



  As you know, I’ve been a reluctant, but 11 



outspoken advocate for this postponement only 12 



because of the urgency of the situation, but I’d 13 



like to pledge my own efforts towards the timely 14 



completion of all compliance software programs 15 



seeking CEC approval.  I intend to work with CEC 16 



staff and others to test newly incorporated 17 



capabilities in the public domain programs, and 18 



I’m happy to support ongoing efforts by the CEC, 19 



by CABEC, by the Utilities Codes and Standards 20 



team, and by others to offer trainings as soon as 21 



compliance software is reasonably complete.  22 



Gabel Associates will continue its effort to help 23 



implement and train people for the new Standards.  24 



  Finally, the Energy Commission must now 25 
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genuinely appreciate the fact that this delay is 1 



only a first step in getting the new Standards to 2 



function in the real world.  Equally important is 3 



for the CEC staff and contractors to cooperate 4 



with others and be flexible in addressing both 5 



critical software development factors and a 6 



feasible timeline for getting compliance software 7 



ready by July 1st.  Toward this end, the 8 



Commission needs a revised game plan that 9 



stakeholders outside the CEC staff also believe 10 



is feasible and likely to succeed. I urge that 11 



the Commission staff take seriously and consider 12 



carefully new suggestions on how to best provide 13 



Nonresidential Compliance Software in the next 14 



six months.  Some of these suggestions may not 15 



fit within the compliance software development 16 



plan that the CEC originally envisioned a few 17 



years ago, but in order to support the 18 



implementation of the new standards, all 19 



plausible ideas for completing and approving 20 



usable and fully functioning compliance software 21 



versions should be explored.  Thank you.  22 



  CHAIRMAN WEISENMILLER:  Thanks.  Pat 23 



Splitt.  24 



  MR. SPLITT:  Good morning, Commissioners 25 
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and everyone else.  I am Pat Splitt, Energy 1 



Consultant from App-Tech in Santa Cruz, and I 2 



basically support the delay of the Standards.  I 3 



think the six months is needed.  And one item I 4 



just want to refer to that I think should be 5 



taken care of in this six months is, at the last 6 



meeting I responded to a comment of support to 7 



other people for a promise or meeting the new 8 



Standards could be done by meeting an exceptional 9 



method, or exceptional design, and there was a 10 



legal interpretation that I believe was 11 



incorrect, and I now have the data in front of me 12 



and, for an exceptional design, the application 13 



that is required is four copies of signed 14 



application with the following materials: a copy 15 



of the plans, a statement explaining why meeting 16 



the energy budget cannot be demonstrated using 17 



the calculation method as it is, and 18 



documentation from the enforcement agency -- this 19 



is the Building Department -- for every one of 20 



these you need documentation from the Building 21 



Department stating that the energy budget 22 



requirements cannot be demonstrated using 23 



approved calculation method and the design 24 



complies with all other legal requirements.  That 25 
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means you have to have completed a complete set 1 



of plans and submitted it to them, and had the 2 



Building Department already approve it before I’d 3 



be eligible for applying for an exceptional 4 



design.  So this is totally unworkable.  A Cal 5 



Build isn’t going to want to have their people 6 



having to fill out these forms every time 7 



somebody has a question for the Energy 8 



Commission.  And as far as the exceptional 9 



method, that requires right now a $2,000 10 



application and a rulemaking.  So those aren’t 11 



going to work, but what I’m suggesting is there 12 



is a problem, but you don’t have a method set up 13 



that everybody knows about to solve it.  So I 14 



think somehow you have to come up with some sort 15 



of methodology that everybody knows about when 16 



they have a problem, that --  17 



  CHAIRMAN WEISENMILLER:  Okay, but again, 18 



right now we’re just dealing with delay, so if 19 



you want to deal with this issue further with the 20 



staff afterwards that would be great.  21 



  MR. SPLITT:  Okay.  That was it.  Other 22 



than that, I’m all in favor of it.  23 



  CHAIRMAN WEISENMILLER:  Okay, thanks.  24 



Okay, let’s go on to Mike Hodgson.  25 
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  MR. HODGSON:  Good morning, Chair 1 



Weisenmiller and Commissioners. I’m Mike Hodgson, 2 



President of ConSol.  And I’m here representing 3 



the California Building Industry Association as 4 



their Chair of their Energy Committee.  Bob 5 



Raymer, their Technical Director, is on vacation 6 



and sends his best wishes from Maui.   7 



  CBI would like to enter testimony of a 8 



support letter for the adoption of the revised 9 



effective date to July 1, 2014 for the 2013 10 



Standards.  I would like to read a few paragraphs 11 



of the letter of support and the signatures of 12 



the letter.  Signatures of the letter include the 13 



California Building Industry Association, the 14 



California Apartment Association, the 15 



International Council of Shopping Centers, the 16 



California Manufacturers and Technology 17 



Association, American Institute of Architects, 18 



California Chapter, the American Council of 19 



Engineering Companies of California, the National 20 



Association of Industrial and Office Properties, 21 



California Business Properties Association, the 22 



Building Owners and Managers of California (BOMA 23 



Cal), Retail Industry Leaders Association, Rural 24 



County Representatives, and the California 25 
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Chamber of Commerce.   1 



“On behalf of the organizations cited 2 



above, we would like to extend our strong 3 



support for the adoption of Agenda Item 5.  4 



Adoption of this item would establish a 5 



revised effective date of July 1, 2014, for 6 



the 2013 Building Energy Efficiency 7 



Standards.  Over the past few months, the 8 



CEC, industry and local government have come 9 



to realize several of the key compliance 10 



tools and data registries will not be fully 11 



functional by January 1, 2014, and lacking a 12 



delay in the effective date, the transition 13 



to the new standards will become extremely 14 



difficult and impossible for others.  15 



Allowing for an additional six months to 16 



identify and resolve issues with the 17 



performance compliance tools and to get the 18 



data registries up and running will 19 



significantly smooth the transitional path to 20 



these important energy saving standards.  21 



Industry looks forward to working with the 22 



CEC on the efforts in the coming months.  As 23 



a separate note, we would like to extend the 24 



special thanks to CEC staff members David 25 
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Ashuckian and Eurlyne Geiszler for their 1 



efforts in getting the early adopter program 2 



off the ground over the next few months.  The 3 



Building industry is moving into the 2013 4 



Standards with new projects and we need an 5 



avenue for compliance.  Many companies have 6 



shown an interest in moving forward and the 7 



new Standards ahead of the effective date so 8 



these compliance tools will need to be 9 



operational in the next few months.  We 10 



support the adoption of Item 5.”   11 



  Thank you for your time, and if I may 12 



answer any questions, I’m available.  13 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  14 



Let’s go on to Gene Thomas, Energy Ecology 15 



Action. 16 



  MR. THOMAS:  Thank you. I’m Gene Thomas, 17 



Senior Energy Analyst with Ecology Action, and 18 



we’re a nonprofit implementer of utility 19 



programs, about $30 million currently.  Since we 20 



began, we’ve delivered over 420 gigawatt hours 21 



and about 70 of savings and about 70 percent of 22 



that came from lighting retrofits.  We’ve also 23 



consulted extensively with CEC staff on the Title 24 



24 2013 language relating to lighting retrofits.   25 
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  So in brief, we agree that the current 1 



iteration of the compliance software doesn’t 2 



provide a sufficient feature set and that fact in 3 



itself warrants a six-month postponement.  But 4 



there are additional factors that we think are 5 



equally compelling that call for a delay in the 6 



implementation.  One of those is a shortage of 7 



certified acceptance testers.  We can count only 8 



about 200 individual statewide certified to 9 



perform acceptance testing, that’s far short of 10 



the 300 minimum set forth in the Code, which in 11 



itself is a deficient number, and this will 12 



bottleneck jobs and result in significant delays 13 



in increased cost.  Even if CEC temporarily 14 



allows noncertified contractors to do the testing 15 



and complete the forms, we believe many 16 



jurisdictions will not accept them because the 17 



forms specifically require documentation that 18 



verifies certification.  So moving the effective 19 



date to July 1 will enable many more contractors 20 



to get training and certification, and that will 21 



minimize jurisdictional and customer confusion 22 



and program disruption.   23 



  There is also a lack of jurisdiction 24 



readiness.  We’ve looked into and communicated 25 
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with a number of Building Departments and we’re 1 



not happy about their level of understanding of 2 



the new Code, especially regarding lighting 3 



retrofits.  This points to a significant need for 4 



more training for Building Departments and 5 



Inspectors.  Also, Building Departments aren’t 6 



staffed or prepared to handle the huge increase 7 



in permit applications, certainly tens of 8 



thousands annually, for all the lighting 9 



retrofits that didn’t previously require them.  10 



And as one of the previous people spoke to, 11 



there’s considerable uncertainty with the 12 



documentation requirements from one jurisdiction 13 



to the next.  For example, the plan reviewer 14 



might expect to be provided with documents 15 



outside of the scope of work of the retrofit 16 



project, like electrical line drawings, building 17 



plans –  18 



  CHAIRMAN WEISENMILLER:  We have your 19 



comments in writing.  Commissioner McAllister has 20 



a really hard stop, so I’m going to have keep 21 



moving people along.   22 



  MR. THOMAS:  Okay.  23 



  CHAIRMAN WEISENMILLER:  So if you want to 24 



wrap up right now?  25 
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  MR. THOMAS:  Yeah.  Another issue is how 1 



to avoid creating program black holes because of 2 



localities that use permitting as a revenue 3 



generator, and we’ve seen the example of a 4 



locality that their fees are actually greater 5 



than the cost of materials in the retrofit, and 6 



so we think the Commission should consider giving 7 



guidance to permitting jurisdictions to fast 8 



track lighting retrofit projects and set 9 



acceptable permitting cost parameters.   10 



  CHAIRMAN WEISENMILLER:  Okay, but again, 11 



we have a really hard stop, so thank you, we have 12 



your written comments, again, for everyone.  And 13 



if we could from now on just stay at two minutes, 14 



that would be good.  But again, the only issue is 15 



really delay today, not the substance of the 16 



standards.  So if you can keep your comments to 17 



that and keep it to two minutes that would be 18 



great.  So the next speaker is James Zhan, CCSF.   19 



  MR. ZHAN:  Good morning, Commissioners.  20 



My first time here.  My name is James Zhan.  I’m 21 



the Project Manager for the Department of 22 



Building Inspections, City and County of San 23 



Francisco.  My daily responsibility involves 24 



energy and mechanical Code Plan checks, so I’m 25 
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here to support the delay.  It will make it a lot 1 



easier for the Building community at large, as 2 



well as our staff Plan Reviewers and Inspectors, 3 



alike.   4 



  I personally recently organized a 5 



training for the Department, some 100 Building 6 



Inspectors, Plumbing Inspectors, Electrical 7 



Inspectors, and Housing Inspectors, on the 2013 8 



Code, and the feedback I’m getting is that it 9 



will be a tremendous help if you can delay the 10 



effective date by six months so we can get the 11 



staff better prepared, not to mention the better 12 



readiness of the software on the Code.   13 



  CHAIRMAN WEISEMILLER:  Okay, thank you.  14 



Erik Emblem, Joint Committee.   15 



  MR. EMBLEM:  Good morning, Commissioners.  16 



My name is Erik Emblem, I’m with the Joint 17 



Committee on Energy and Environmental Policy.  18 



And I’ll keep it very short.  But I’m here to 19 



pose the delay and just make a couple 20 



considerations on the rationale to oppose.   21 



  This is a huge document that a lot of 22 



people put a lot of time in developing, and it is 23 



put together in congruency with other State 24 



Plans, specifically the Long Term Action Plan.  25 











 



                                  CALIFORNIA REPORTING, LLC                                         29 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



And by moving things six months, it’s actually 1 



like hitting a piece of a mobile, you’re putting 2 



everything else out of balance.  We’ve already 3 



begun carbon auctions on AB 32, we’ve already 4 



begun processes for allocations of carbon auction 5 



proceeds to help mitigate environmental impacts 6 



of carbon into the air, and a big component of 7 



reaching those goals are these Energy Efficiency 8 



Standards.   9 



  And I would like to suggest that maybe 10 



instead of a full implementation, that you 11 



consider a partial implementation.  I understand 12 



that you have some needs to do on the modeling 13 



software, but perhaps rolling out the 14 



prescriptive portion of the Code on January 1st 15 



might be advisable, that would get people kind of 16 



starting to ramp up.  And I know that there’s 17 



been a lot of work going on the compliance side, 18 



I know the Utilities have been working hard.  I 19 



serve on a couple of committees, one with the 20 



Western HVAC Performance Alliance, and also with 21 



the Code CIAG, Improvement Action Group, and this 22 



is important that we get the thing moving.  And 23 



maybe instead of having a full force all at one 24 



time, we can look at this thing as kind of a 25 
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phase-in approach.  Just my thoughts.  Thank you.  1 



  CHAIRMAN WEISENMILLER:  Thanks for being 2 



here.  Tom Enslow.   3 



  MR. ENSLOW:  Good morning, Commissioners.  4 



Tom Enslow with the law firm Adams, Broadwell, 5 



Joseph and Cardozo, here today on behalf of 6 



NEMIC, National Energy Management Institute 7 



Committee.  NEMIC is a Program Administrator for 8 



TAB, which is one of the entities designated 9 



under the 2013 Energy Code to become a Mechanical 10 



Acceptance Test Technician Certification 11 



provider.   12 



  Organizations like NEMIC and TAB and the 13 



contractors and workers that they certify have 14 



put tremendous resources and time gearing up for 15 



the January 1, 2013 implementation date.  And 16 



delaying the Code six months, it’s important to 17 



keep in mind that you’re also delaying the 18 



opportunity to recoup the investments of the very 19 



organizations that you depend upon to implement 20 



the Code.  This is money and jobs that would be 21 



lost and not recovered, as well as energy savings 22 



that would be lost and not recovered.  So if 23 



there is a way to implement part of the Code 24 



sooner, we would urge the Commission to take that 25 
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path.  1 



  We’d like to acknowledge, however, that 2 



the Commission is in a tough spot here and is 3 



going to have to make a decision that’s going to 4 



make a lot of people unhappy no matter which way 5 



they go.  And we have full faith the Commission 6 



is going to not take this decision lightly and to 7 



take the path that they feel is best for the 8 



State of California.  And so however the 9 



Commission decides, you know, we stand behind 10 



them and we will continue to provide our support 11 



in implementing this Code.  Thank you.  12 



  CHAIRMAN WEISEMMILLER:  Thank you.  Thank 13 



you very much for being here.  Tom Garcia, CALBO.  14 



  MR. GARCIA:  Good morning, Commissioners 15 



and Chair.  My name is Tom Garcia.  I’m 16 



representing CALBO, I’m the Chair of the CALBO 17 



Energy Committee, and we are in support of moving 18 



the Standards off six months.  While we have been 19 



staunch supporters of a January 1st implementation 20 



to match up with all of the other Codes, we 21 



understand that this situation that we’re in 22 



really isn’t workable for the contractors and 23 



designers and so forth.  One of the things that 24 



has been a concern of CALBO on and on is bringing 25 
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the Energy Code in with the other Codes so that 1 



it streamlines and feels like it’s just as 2 



important as all the other Codes.  And energy 3 



savings is important to CALBO, but we need to 4 



reduce confusion, and unfortunately this even 5 



moving the Standards off to July will add 6 



confusion and it makes it harder for us to 7 



enforce the Standards when everybody doesn’t 8 



understand what’s happening, so we would just ask 9 



that, in this six months, you spend all the time 10 



you can looking at ways to make it very clear for 11 



Building Departments and Contractors what needs 12 



to be done if you have alternative methods of 13 



doing things, somehow give out very clear 14 



guidance as to what those methods are.   15 



  And also look at the forms.  One of the 16 



things that we’ve always been concerned about is 17 



making the forms clear and reducing the number of 18 



forms.  So CALBO is again in support of moving 19 



the Standards and, again, thanks to all of the 20 



staff for their hard effort, I know this has been 21 



a big lift and it’s unfortunate that we haven’t 22 



been able to make it.  Thank you.   23 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 24 



go to Russ King.   25 
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  MR. KING:  Commissioners, my name is Russ 1 



King, I’m here on behalf of CABEC Board of 2 



Directors, of which I am a member.  I’d like to 3 



read part of a letter to be put into the record 4 



regarding the postponement of the effective date.   5 



  CHAIRMAN WEISENMILLER:  Well, again, if 6 



we have it in the record, we don’t need to read 7 



it in.  You could certainly summarize it.  8 



  MR. KING:  It hasn’t been submitted yet.  9 



  CHAIRMAN WEISENMILLER:  Okay.  Well, put 10 



it in, yeah.  Great.  11 



  MR. KING:  “CABEC, the California 12 



Association of Building Energy Consultants is a 13 



400-member organization that was formed in 1986 14 



to educate and certify consultants who work with 15 



the Building Energy Efficiency Standards.  By a 16 



majority vote, the Board of Directors of CABEC 17 



supports the proposed change in the effective 18 



date of the 2013 Standards from January 1st to 19 



July 1st, 2014.  This six-month delay is essential 20 



to address serious problems in the public domain, 21 



residential and non-residential software.”  22 



That’s it.   23 



  CHAIRMAN WEISENMILLER:  Thank you.  Meg 24 



Waltner.  A pleasure to see you here today.   25 
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  MS. WALTNER:  Meg Waltner with the 1 



Natural Resources Defense Council.  We’re here to 2 



express our disappointment in the delay, but not 3 



to oppose it.  We appreciate the CEC staff’s hard 4 



work getting the compliance software ready and 5 



understand that the delay is necessary given the 6 



state of the compliance software and the need to 7 



train the industry on the new development tools.  8 



As we all know, Title 24 2013 Standards have 9 



significant benefits, including the need to build 10 



six large power plants, Southern California 11 



spends billions on their energy bills, and 12 



preventing the emission of several million tons 13 



of carbon dioxide.  Smooth and successful 14 



implementation of the 2013 Standards is critical 15 



to their effectiveness and to achieving these 16 



benefits, and that’s why we’re here today not 17 



opposing the delay.  We would like to point on 18 



that this delay is not insignificant.  Looking 19 



back at the first six months of this year, 20 



building permits were authorized for over 18,000 21 



homes and 24,000 multi-family buildings.  22 



Assuming construction rates stay the same this 23 



coming year, this means over 40,000 residential 24 



buildings that will be allowed to use 14 to 25 25 
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percent more energy than they would have under 1 



the new Standards.   2 



  We’re also disappointed that the delay of 3 



the 2013 Standards is putting off stakeholder 4 



engagement on the 2016 Standards, and we urge the 5 



CEC not to let this delay go beyond July 2013, 6 



and not to push back work on the 2016 Standards, 7 



or to interfere with the achievement of the 8 



potential energy savings in both residential and 9 



nonresidential buildings in the next update of 10 



the Code.  Thank you.  11 



  CHAIRMAN WEISENMILLER:  Thank you.  Gary 12 



Andis, TAB.   13 



  MR. ANDIS:  Thank you.  Gary Andis 14 



representing Testing Adjusting and Balancing 15 



Bureau.  TAB would like to take this opportunity 16 



to express the support to the Commission 17 



Department staff that has been working with us 18 



during the development of this program.  We do 19 



understand that there will be occasional bumps in 20 



the road as we go forward and completing this 21 



program development.   22 



  In order to maintain this program’s 23 



progressive movement forward, all parties 24 



involved, we need to work on implementing 25 
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communication during the ongoing development 1 



process and that goes both internally and 2 



externally.  TAB is requesting the CEC to 3 



implement a plan of enforcement for this program 4 



to successfully serve the citizens of the United 5 



States or the citizens of the State of 6 



California, it would clearly define requirements 7 



and procedure guidelines –  8 



  CHAIRMAN WEISENMILLER:  Okay, but again, 9 



today we’re just looking at delay.  We’re 10 



certainly happy if you have anything in writing 11 



to submit on enforcement and compliance.   12 



  MR. ANDIS:  We do.  13 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  14 



Anything else on delay?  15 



  MR. ANDIS:  No, we’re just going to go 16 



forward and see what we can do, but we really 17 



hope that the communications open up some more so 18 



we can get a clear understanding of what’s going 19 



on.  20 



  CHAIRMAN WEISENMILLER:  Okay, no, that’s 21 



great.  Thank you for being here.  Tom Meyer from 22 



NEBB.   23 



  MR. MEYER:  Good morning.  My name is Tom 24 



Meyer.  I’m the Director of Technical Programs 25 
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for the National Environmental Balancing Bureau, 1 



also known as NEBB.  We’re working with TAB and 2 



the CEC to get the program going, as you probably 3 



understand.  Thank you for the opportunity for 4 



NEBB to voice our thoughts and concerns regarding 5 



revising the effective date of the 2013 Building 6 



Energy Efficiency Standards.  7 



  Our concerns lie not with the proposed 8 



change of the effective date, but more so that we 9 



were unaware of its consideration.  We were not 10 



privy to the circumstances surrounding the need 11 



for the extension, so we cannot address them 12 



directly.  We do believe this apparently 13 



unavoidable delay will erode industry confidence 14 



in the program.  We have nothing but praise and 15 



compliments for the CEC staff in the Enforcement 16 



and Implementation Divisions.  Unfortunately, we 17 



feel the CEC staff and those organizations 18 



working to develop the implementation have been 19 



put into a position where more delays will occur 20 



if communication is not improved between the 21 



departments within the CEC and the developmental 22 



organizations.  We believe three things must be 23 



present for Title 24 Mechanical Exceptions 24 



Testing to obtain the outcome that we’re all 25 
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working for:  Continuity, Communication and 1 



Confidence.  Continuity occurs when we are 2 



consistent with our timeline, our message, and 3 



our people.  Delays will occur.  All of us are 4 



aware of the reality of things.  The idea is not 5 



to make the delays self-inflicted through poor 6 



communication and coordination.  This is when 7 



confidence is lost.  Confidence lost by the 8 



Contractors we are encouraging to go through the 9 



Certificate process, confidence lost by those 10 



organizations investing tens of thousands of 11 



dollars, hundreds of hours, and irreplaceable 12 



opportunity costs to support the CEC and this 13 



very appropriate program.  When considering 14 



modification of the timeline, please evaluate the 15 



cause of the delay and the effect revising the 16 



timeline.  Consider: as things stand now, there’s 17 



potential for additional delays.  Again, consider 18 



the need for continuity, communication and 19 



confidence.  I am available for any questions 20 



that you may have.  21 



  CHAIRMAN WEISENMILLER:  Okay, thank you.   22 



  MR. MEYER:  Thank you for your time.   23 



  COMMISSIONER MCALLISTER:  So thank you 24 



very much.  I unfortunately, for reasons that are 25 
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very much beyond my control, I do have to step 1 



out prior to 11:00, and you know, I think 2 



everybody in the room, certainly staff and many 3 



of you who have been here at previous meetings 4 



where we’ve talked a lot about these standards, 5 



understand my level of ownership, and feeling of 6 



how important these are.  So, you know, your 7 



comments up to now have been very much taken to 8 



heart and reflect my feelings, as well.  9 



  You know, I do believe this is an 10 



unavoidable step.  I think that to the extent 11 



that there are tradeoffs between getting it done 12 



in a timely fashion and getting it done right, 13 



with quality and with stakeholder buy-in, this is 14 



something that I believe we have to do so that we 15 



get the quality right, so that we get the 16 



clarity, many of the things that have been 17 



brought up thus far, and I reckon will be brought 18 



up as we round out the comments, which there are 19 



several left.   20 



  So I think all of us are disappointed in 21 



different ways with this, but nobody would have 22 



chosen to have a delay; but I think we have to 23 



look at where we are and understand and recognize 24 



that this has been a very large lift with respect 25 
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to developing new software, the vision behind 1 



this compliance, the Alternative Compliance 2 



Mechanism (ACM) for both residential and nonres, 3 



is sound.  And it’s going to serve the Commission 4 



and the State very well going forward for the 5 



long term, that’s my belief, and that’s why I 6 



fully support this change.   7 



  I think long term, having it be open 8 



source, and having it be kind of a more 9 



accessible and yet modern sort of up-to-date 10 



approach for doing this is the recipe for success 11 



and meeting our longer term goals that we have in 12 



the state.  So we have big goals for 2020 -- 2016 13 



certainly is a milestone on that path, big goals 14 



for 2020 and beyond 2030, and 2050.   15 



  So what I believe we’re doing here is 16 



sort of paving the road forward for the long 17 



term.  In that respect, while I don’t want to 18 



minimize the timeframe, six months, in that 19 



respect six months begins to not look quite so 20 



dire as far as foregoing a little bit of savings 21 



in the near term so that we can get it right in 22 



the long term.  It is a big lift and I have to 23 



commend staff, Martha and the team, Christine, 24 



Eurlyne, in Dave’s Division, the Efficiency 25 
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Division, for the incredible lifts that they’re 1 



doing daily.  I mean, I see you guys losing sleep 2 



and I know how much you also take this to heart.  3 



But the fact is, it’s a team effort, and so I 4 



would implore the stakeholders and a couple of 5 



you -- I think Mike Gabel and a couple of others 6 



indicated –- that you are willing to really roll 7 



up your sleeves and test and provide feedback and 8 



get involved in developing this thing.  You’re in 9 



the marketplace and we need that feedback 10 



directly from the marketplace.   11 



  So I think the path forward to really get 12 



it done in a timely fashion by July 1, having 13 



done the marketplace education, the outreach to 14 



the Building Departments, and getting it ready 15 



for prime time so that, when it’s required, 16 



people know what the heck they’re supposed to do, 17 



really is a team effort beyond the Commission, it 18 



really is interaction with the marketplace, the 19 



stakeholders, the agencies on the acceptance 20 



testing, and bringing those ecosystems altogether 21 



so we’re on the same page.   22 



  And the reason we’re in this position is 23 



because that is a lot of work and for I think a 24 



number of reasons we could articulate, you know, 25 
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it just has taken longer than we had anticipated.  1 



When we get to the point where some of our key 2 



stakeholders are really feeling that they don’t 3 



have alternatives that are workable, we have to 4 



put this on the table, so this is certainly not 5 



meant to be any sort of precedent setting, but it 6 



is an acknowledgement, I think, of the fact that 7 



this particular cycle is quite a large lift.  So 8 



you know, process improvement going forward I 9 



think is important and we should define ways 10 



that, when we then do the next iteration we have 11 



the communication channels and the feedback that 12 



is happening in real time as things move forward, 13 



rather than sort of after the Commission has sort 14 



of circled the wagons to get the heavy lifting 15 



going.   16 



  So I think those process improvements, we 17 



need to lay those out much more intentionally 18 



going forward.  And so I would suggest agreement 19 



with some of the comments today.  But I won’t get 20 



to hear the rest of the comments, I will 21 



certainly review them later on, and I believe 22 



that the vote will be kept open so that I can 23 



actually vote on this item -- so anyway, thanks 24 



for indulging me here in the middle, I know this 25 
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is a little bit out of the ordinary, but I do 1 



have something I have to go do and I’ll be back 2 



here for the rest of the Business Meeting after 3 



lunch.  So thanks very much.   4 



  CHAIRMAN WEISENMILLER:  Okay, so back to 5 



the list again.  Let’s try to stay at two minutes 6 



and, again, try to stay focused on the delay.  7 



I’m certainly happy to have communications on the 8 



process improvements, but certainly we will read 9 



your stuff in writing.  Okay, Mike Bachand, 10 



CalCERTS.   11 



  MR. BACHAND:  Good morning, 12 



Commissioners, Executive Director Oglesby.  My 13 



name is Mike Bachand, I’m the President of 14 



CalCERTS, a HERS provider.  I fully support the 15 



Commission in their work and what they’ve done.  16 



We’ve been working very hard with staff and will 17 



continue to do so regardless of the outcome of 18 



this particular proceeding, so we want that known 19 



upfront.   20 



  I’m not sure why we are not able to parse 21 



out the proscriptive piece of this.  We think 22 



that the benefits for doing that would be to 23 



involve the Building Departments earlier on with 24 



a simpler process that we’re ready to do, that 25 
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would be an easier learning curve for the more 1 



complicated new construction process that 2 



probably does need to be delayed – reassigned to 3 



July.  I guess “delayed” is not the correct legal 4 



term to use.  Okay, so –  5 



  CHAIRMAN WEISENMILLER:  Revising the 6 



effective date.  7 



  MR. BACHAND:  Thank you.  And so I see a 8 



lot of lawyers, and Commissioner Douglas, too, so 9 



-– the other thing is that this would involve, 10 



and we know we’re losing some benefits here, it 11 



would get the Climate Zones 3 through 7 that have 12 



not been on the prescriptive package yet, it 13 



would help them begin to get into the process a 14 



little sooner, so we still are proposing that if 15 



it can be done and there are maybe legal issues 16 



and so forth, parsing out the proscriptive part 17 



for alterations to existing homes, residential, 18 



to allow that to proceed on January 1st.  Thank 19 



you very much.  20 



  CHAIRMAN WEISENMILLER:  Thank you.  Ted 21 



Tiffany.  22 



  MR. TIFFANY:  Thank you, Commissioners.  Ted 23 



Tiffany, Guttmann+Blaevoet+Consulting+Engineers,  24 



also part time teacher at Sonoma State University 25 
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specific to Energy Code Compliance.  I want to 1 



thank everybody’s efforts in the last couple 2 



months and the engagement with the staff.  I am 3 



in favor of this delay.  I’m working with AEC on 4 



the software applications, beta testing that, and 5 



I’m also working with the commercial vendors, and 6 



I will continue to support the CEC staff and the 7 



software vendors to improve the situation we’re 8 



in.  I wanted to apologize to Mr. McAllister 9 



about the ObamaCare reference, but I want to make 10 



sure that you guys understand that good software 11 



user engagement and that level of participation 12 



is key to a smooth rollout.   13 



  I want to use the rest of my time to 14 



really address the parsing out the mandatory and 15 



proscriptive elements out of the Performance 16 



Code.  We’ve done a lot of work with U.C. and a 17 



number of other elements to look at how we 18 



implement only a proscriptive application, and in 19 



terms of mechanical and lighting and proscriptive 20 



may be easy, the architectural proscriptive 21 



elements are very very challenging and the 22 



proscriptive applications are nearly obsolete in 23 



high performance buildings.  For the glazing 24 



requirements alone, there’s no allowed tradeoff 25 
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in the proscriptive method from the glazing 1 



requirements to the wall systems, so you can’t 2 



take a credit from a wall system to a window 3 



glazing system, except through the performance 4 



approach.  And in the performance approach right 5 



now, we can’t do an envelope only calculation in 6 



the tools, that’s one thing we need to get 7 



developed, and I’m working with staff to help 8 



develop that.   9 



  The glazing requirements for Lake Tahoe, 10 



a solar heat gain coefficient of .25 required, 11 



would actually drive up energy use in that 12 



climate, so the proscriptive approach is 13 



functionally obsolete for architectural systems 14 



in Climate Zone 16 and throughout the Bay Area 15 



we’ve proven that level of glass is not helpful 16 



to energy use in the Bay Area.  That’s been true 17 



over the last 10-15 years of the Standards.  So 18 



please do not consider parsing out proscriptive 19 



and mandatory, it needs to go as one element.  20 



And we need to have functional performance 21 



software to apply the performance applications.  22 



Thank you for your time.  23 



  CHAIRMAN WEISENMILLER:  Thank you.  I had 24 



said Bottle Rock at 11:00, but what I’m going to 25 











 



                                  CALIFORNIA REPORTING, LLC                                         47 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



do is keep this open and go through it, so those 1 



many of you who are here for this item, so we 2 



will transition to Bottle Rock after we go 3 



through this.   4 



  Okay, Kevin Gilleran.   5 



  MR. GILLERAN:  Good morning.  My name is 6 



Kevin Gilleran.  I’m the principal of Gilleran 7 



Energy Management, which has a staff of nine 8 



people who on a daily basis work with the Energy 9 



Code on implementation through various Building 10 



Code requirements, tax credit programs, LEED 11 



programs, etc.  And what I’d like to do is state 12 



that I am supportive of the revising of the 13 



effective date for the Energy Code.   14 



  I have to echo some of the other 15 



speakers, our disappointment that this may be 16 



happening, but I think it is vital that we have a 17 



smooth transition to the new Energy Code as it 18 



is.  If we have perfect implementation of 19 



software and hardware and building codes and 20 



trainings, there’s going to be massive changes in 21 



the industry because of this.  If we have an 22 



imperfect implementation, it’s just going to be 23 



further chaos.  So I’m looking forward to seeing 24 



as smooth of a transition as possible to the 2013 25 
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Energy Code.  And to be honest with you, it could 1 



have a significant impact for myself and my staff 2 



in an economic way if implementation were to 3 



occur in January because of the inability to 4 



actually do work in the commercial building 5 



environment.  So thank you very much for your 6 



time, look forward to hopefully hearing a new 7 



effective date.  Have a great day.  8 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  9 



George Nesbitt.  10 



  MR. NESBITT:  George Nesbitt, HERS Rater.  11 



I oppose the delay for many of the reasons that 12 



have already been stated, as well as we’ve got 13 



utility programs that, you know, they’re planning 14 



their cycle based on the 2013 Code.  We have 15 



local jurisdictions that have already repealed 16 



Green Building Ordinances based on the 2008 Code, 17 



some have adopted already based on the 2013, plus 18 



six months from now we’re going to have the same 19 



issue, implementation problems, enforcement 20 



problems.  In 27 years as a contractor, the 21 



Energy Code has been virtually irrelevant and 22 



unenforced in my practice.  And when it is, it’s 23 



often wrong.  So in six months, we’re going to 24 



have these same issues.   25 
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  We’ve had a year and a half since it’s 1 



been adopted, plus we had over a year before that 2 



to substantially know what was coming.  There has 3 



been plenty of time to roll out training 4 



certifications and whatnot.  The software is a 5 



real issue and we bit off more than we could chew 6 



because this is a difficult thing, and it is the 7 



right thing to do.  What I think we could do is 8 



implement the 2013 Code, but allow the 9 



performance path to be done with 2008 software, 10 



with a percentage above minimum being Code as a 11 



middle path because, in six months, even though 12 



the residential software is further along, you 13 



know, it still won’t be quite 100 percent.  So 14 



the delay in the last minute is not good and it 15 



doesn’t help. 16 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  17 



Okay, the next group is a little confusing, but I 18 



have a couple gentlemen in the room from HRI and 19 



Mitsubishi.   20 



  MR. DOPPEL:  Good morning, Commissioners.  21 



Paul Doppel, and I am with Mitsubishi Electric, 22 



and the HRI reference is because I’m a Products 23 



Section Chair there for the section that 24 



represents Variable Refrigerant Flow, or VRF 25 
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Systems.  And my comments today carry the full 1 



support of HRI and --  2 



  CHAIRMAN WEISENMILLER:  Yeah, they’re on 3 



the phone, so they will come up later, so I just 4 



want to clarify that part.   5 



  MR. DOPPEL:  Well, they know I’m here.  I 6 



promise they know I’m here, so….  But we want to 7 



express our support of the delay.  We are 8 



regretful that we have to do this delay.  VRF 9 



systems are highly effective and one of the 10 



things that makes them very effective is the fact 11 



that you can have multiple indoor units, up to 50 12 



per indoor system, so that gives you the 13 



capability of being very efficient all year.  14 



What we want to do is talk about an 15 



interpretation of the Code that’s going to cost 16 



more and cost more energy possibly than it is 17 



going to save, and that is the application of VRF 18 



systems to economizers.  And Mr. Oglesby has 19 



agreed to meet with us, and we appreciate the 20 



Commission’s opportunity to do that, and again, 21 



we are very interested in saving energy, we want 22 



to support this, but we also want to make sure 23 



there’s a clear interpretation of what the 24 



Commission says.  So, thank you.  25 
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  CHAIRMAN WEISENMILLER:  Thank you, that’s 1 



great.  I certainly encourage you to meet with 2 



staff to try to work through the interpretation 3 



questions.  We have Mr. Hinokuma, please.   4 



  MR. HINOKUMA:  Good morning.  I am Ryohei 5 



Hinokuma from Daikin.  And Daikin is HVAC 6 



Manufacturer and produces Variable Refrigerant 7 



Flow systems like Mitsubishi does.  Given the 8 



Chairman’s request to limit our comments to the 9 



delay of the implementation, I would simply say 10 



that Daikin is here to support the comment just 11 



made by Mr. Paul Doppel of Mitsubishi on behalf 12 



of HRI, to speak for myself.  Thank you very 13 



much.    14 



  CHAIRMAN WEISENMILLER:  Thank you.  Thank 15 



you for being here.  Now we have -- I believe 16 



everyone in the room has spoken, and so we have 17 



two parties on the phone.  Let’s start with Karim 18 



Amrane from AHRI.   19 



  UNIDENTIFIED SPEAKER:  He has 20 



disconnected, sir.   21 



  CHAIRMAN WEISENMILLER:  Okay, that 22 



clarifies the confusion on that.  So Martin 23 



Kleinbard, an electrical contractor.  24 



  MR. KLEINBARD:  Good morning.  Martin 25 
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Kleinbard, Electrical Contractor to the Eastern 1 



Sierras.  In reviewing all the comments, I’m kind 2 



of -- obviously there’s a need to delay the 3 



implementation of the Code, but I do wish to 4 



comment because I’m a little saddened and I would 5 



like it to be on schedule for the reasons that 6 



many have stated as it just presents a little 7 



more chaos in implementation in the future.   8 



  I too know that enforcement has been a 9 



great problem in the past, however, as a 10 



contractor, there’s quite a bit of lack of 11 



availability of training for the AT acceptance 12 



testing technicians given by either utility 13 



companies or colleges, or whatever.  A lot of the 14 



classes are in the major city centers, and we’re 15 



in a rural area and there’s not much available on 16 



the Internet, and I’m sure we’re not alone.  I 17 



know that, by the way the structure was set up 18 



for the acceptance testing and technicians was to 19 



allow any contractor in the proper fields to be 20 



party of the acceptance testing and not to have 21 



it be an exclusive and private industry to where 22 



if this delay was not implemented, you would 23 



allow for possible extortion rates and whatnot 24 



upon project owners to get things tested and 25 
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comply.  So on the basis of that, if there was 1 



any way to continue with the current date and not 2 



do the delay, but allow people who are in current 3 



training or signed up to be testing to continue 4 



to sign forms as they would have normally done in 5 



the past, I would be in support of that.  To 6 



further delay, I think, is just another thorn in 7 



the side of people accepting the Energy Code and 8 



the enforcement from the local jurisdictions.  I 9 



guess that’s the gist of my comments.   10 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  11 



And certainly on the training, I would encourage 12 



you to talk to staff and the Utilities on making 13 



sure there’s a suite of options for you.   14 



  Staff, do you have any responses to the 15 



comments we’ve heard?   16 



  MS. BROOK:  This is Martha Brook from the 17 



Standards Development Office.  I think that we’re 18 



very supportive of the comments, I think we do 19 



want to work with the industry to make sure they 20 



have the training necessary to understand the 21 



stringency increases in the Standards.  And I 22 



guess some of the comments that I heard in 23 



regards to the problems with the proscriptive 24 



requirements, I would really encourage the 25 
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industry to participate in our rulemaking process 1 



so that we understand much much earlier than 2 



today that there’s problems with our proscriptive 3 



requirements.  So we really do depend on the 4 



industry to participate in our public process 5 



during a rulemaking to identify issues with our 6 



proscriptive requirements.  And it’s way too late 7 



now to do anything about those problems until we 8 



open up another rulemaking.  So I would again 9 



just encourage people to participate with us and 10 



identify problems early in the rulemaking process 11 



so that we can then have the time and opportunity 12 



to address them and to correct them if they are 13 



really problematic.  14 



  I think that we do have a plan and 15 



schedule in place to get stakeholder involvement 16 



and review and training of our software.  I would 17 



say for the record that it is available now for 18 



learning the tool and to really educate the 19 



industry on the fundamental change in the public 20 



domain compliance software.  So I really 21 



encourage people to work with us now and not wait 22 



for three or six months before they start to 23 



learn the software.  It is available now for 24 



download and, as Christine said in her 25 
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presentation, we have new versions of the 1 



software for your consideration today.   2 



  CHAIRMAN WEISENMILLER:  Thank you.  Okay, 3 



so we have the gentleman from AHRI on the line, 4 



so please go forward.  Okay, while we’re waiting, 5 



I would note that we did receive a handout from 6 



Mitsubishi which everyone on the dais now has and 7 



that will be docketed.   8 



  MR. AMRANE:  This is Karim Amrane.  Do 9 



you hear me?  10 



  CHAIRMAN WEISENMILLER:  Yes, we do.  11 



Please go ahead.  12 



  MR. AMRANE:  Okay.  Oh, thank you.  Good 13 



morning, my name is Karim Amrane and I’m with the 14 



Air-Conditioning, Heating and Refrigeration 15 



Institute, AHRI.  AHRI is a trade association 16 



representing manufacturers of heating and air-17 



conditioning and refrigeration equipment.  And 18 



I’m here to speak in support of at this time 19 



delaying the implementation of the effective 20 



date. AHRI has independently contacted the CEC 21 



and requested some extension to give 22 



manufacturers more time to comply with one 23 



section of the Code, which had to do with full 24 



detection diagnostics on economizers.  And so we 25 
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welcome, really, the term extension.  However, we 1 



would like also to bring up another issue that I 2 



know it’s not the purpose of these proceedings 3 



today, but we would like at least the staff to be 4 



aware that there is an issue with the economizer 5 



requirements on variable refrigerant flow 6 



systems, and we will be contacting the CEC staff 7 



to raise this issue because we believe it’s very 8 



important.  Thank you very much.  9 



  CHAIRMAN WEISENMILLER:   Thank you.  10 



Okay, Commissioners, let’s start talking about 11 



Item 5.   12 



  COMMISSIONER DOUGLAS:  Well, I have a few 13 



comments on Item 5.  I, like Commissioner 14 



McAllister, appreciate the turnout today and 15 



appreciate the thoughtful comments that we’ve 16 



gotten from our stakeholders on this item.  It is 17 



disappointing to be in a position of having to 18 



consider putting off the effective date of the 19 



Building Standards.  And I also agree with 20 



commenters who said that it is disruptive in the 21 



sense that the Standards are connected with other 22 



processes.  And so it’s going to be a 23 



communications challenge, it’s going to be 24 



implementation challenge, and it’s going to be a 25 
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cost in terms of foregone savings of energy 1 



because the Standards are going to be in effect 2 



later.   3 



  And in spite of all of that, you know, 4 



it’s very clear to me that we’re at a place where 5 



deferring the Standards until July is the right 6 



thing to do for purposes of ensuring that we have 7 



the compliance tools that are necessary for the 8 



industry.  So I am going to support this item.  9 



  I do want to say that, and I think one or 10 



two speakers brought this up, you know, I really 11 



do not want to be back here in July with half 12 



this room arguing that, you know, they still 13 



don’t have what they need, or maybe don’t, and so 14 



I really want to ask staff and stakeholders to 15 



work proactively not only to get the work done on 16 



the compliance software, but also to help set and 17 



meet and communicate expectations as to what our 18 



role is and what we are going to get out and make 19 



available, and what we view as the responsibility 20 



of the industry to build their knowledge of the 21 



tools that are currently out, and to be in a 22 



position to quickly implement, and to have a 23 



reasonable set of tools, but yet potentially not 24 



everything that everyone might want.  And I say 25 
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that because I think in areas like this, we could 1 



conceivably create a performance tool for all 2 



sorts of things.  But what I’m really looking for 3 



is what is the basic set of tools or the basic 4 



package that we need in order to meet the 5 



deadline and have the standards be effective in 6 



July.  And so I think that, as much as anything, 7 



it’s going to involve communication and working 8 



together and commitment from stakeholders, as 9 



well as commitment from staff so that we can meet 10 



our July goal and be on the same page.  I think 11 



that’s generally what I wanted to say.  I think 12 



that this is difficult, but doable, it’s a 13 



difficult decision for us to delay implementation 14 



of the standards and not one that’s taken lightly 15 



as I think other stakeholders mentioned.  So I 16 



appreciate the support and the hard work of 17 



everybody that has helped us get to this point, 18 



and I’ll look forward to hearing comments from my 19 



colleagues, as well.  20 



  COMMISSIONER HOCHSCHILD:  So my daughter 21 



is just at the age where she’s starting to do 22 



homework and she’s always trying to get it done 23 



quickly, I’m trying to get her to do it well; the 24 



goal is to do both, but it’s more important to do 25 
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it well than do it quickly, and I think that’s 1 



what applies here and I think this is the right 2 



step, so I support Commissioner McAllister’s 3 



recommendation.  4 



  COMMISSIONER SCOTT:  And I would just 5 



like to add I’d like to echo Commissioner 6 



Douglas’s comments on appreciating the good 7 



turnout and the thoughtful comments, and that 8 



we’ve got a process here at the Commission that 9 



allows for such.  As the public member, I am 10 



really happy to hear that we’ve had touch points 11 



for stakeholder engagement all through the 12 



process, both we’ve had it so far and we’re going 13 



to have it ongoing, and so I heard a lot about 14 



opportunities for trainings, continued meetings 15 



with staff, meetings with our Executive Director, 16 



meeting with the Commissioners, and so I just 17 



appreciate that we’ve got that as part of this 18 



process here.   19 



  CHAIRMAN WEISENMILLER:  Well, as the 20 



scientist on the Commission, I would say that, 21 



and I think all of you heard me initially say 22 



that, if anything, I would have liked to have 23 



moved the Standards up in time, as opposed to 24 



back in time, but as a scientist, I do have to 25 
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deal with reality and sort of what the actual 1 



situation is, and I think we’re all faced with a 2 



situation where we’re taking a big step with 3 



these Standards, you know, it’s the biggest 4 



decrease we’ve ever done, and certainly we’ve 5 



added a number of other heavy lifts, and 6 



certainly appreciate the staff has given it their 7 



best efforts and sort of done the work activities 8 



to pull this off, and we didn’t quite get there.  9 



And I think in terms of recognition of the 10 



implications of this, you know, I think our 11 



California economy is just sputtering back in the 12 



new construction area and that we do have to take 13 



this difficult decision.     14 



  Now, all of us are very obviously focused 15 



on greenhouse gas issues, climate change, and 16 



trying to deal with that reality.  But, I mean, 17 



again, it’s not a single action, it’s not a 18 



single day, it’s not what we do in the next six 19 



months, it’s what we do with the rest of our 20 



lives.  And so certainly we will be between now 21 



and 2020, we will go through this a couple more 22 



times.  And between now and 2030, we’re going to 23 



go through it a lot more times.  And as we go 24 



forward, we’re going to keep going until we get 25 
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it right.  And certainly, I ask all of you to 1 



help us, work together with us, certainly we’ve 2 



had for almost 40 years a relationship with the 3 



building community, certainly this is going to go 4 



on for another 40 years.  And as with any 5 



relationship, we all have to work at it and we 6 



all have to work at communication.  So certainly 7 



I encourage all of you to work together with us 8 



to get this right.   9 



  Obviously, you know, I think all of us 10 



when we wake up in the morning, we look at our 11 



iPhone and discover some app has just been 12 



updated; this software will be updated over time, 13 



and as Commissioner Douglas said, it’s important 14 



that we get the key features that you need, not 15 



necessarily the ones you want, but the ones you 16 



need in place for the successful launch.  But I 17 



think it’s, you know, I’m sorry about the step 18 



we’re taking, but again, we have to do this.  So, 19 



again, I appreciate your being here to talk to us 20 



about the issues and, again, encourage you to 21 



continue that communication.   22 



  COMMISSIONER DOUGLAS:  If there are no 23 



other comments, I move Item 5.  24 



  COMMISSIONER SCOTT:  Second.  25 
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  MR. LEVY:  Commissioners, could we move 1 



adoption of the Resolution for Item 5?   2 



  COMMISSIONER DOUGLAS:  I move adoption of 3 



the Resolution for Item 5.   4 



  COMMISSIONER SCOTT:  Second.  5 



  CHAIRMAN WEISENMILLER:  All those in 6 



favor?  7 



  (Ayes.)  This item passes four to zero 8 



with one abstention, or one not here.   9 



  CHAIRMAN WEISENMILLER:  So I had 10 



indicated two contradictory statements, 1) that 11 



we were going to deal with this item, the package 12 



of items 5, 6, 7, 8, and 9, and we were going to 13 



deal with Bottle Rocket at 11:00, so at this 14 



point let’s transition to Bottle Rock and 15 



encourage everyone to either go to lunch, come 16 



back, I assume we’ll be back at either 1:00 or 17 



1:30, but I would check with the Public Advisor 18 



for those of you coming back.   19 



(Off the record.) 20 



(Back on the record.) 21 



  CHAIRMAN WEISENMILLER:  Okay, so for 22 



those of you who were on the last item, I would 23 



encourage you to go out of the room, into our 24 



freezing atrium to continue your conversations, 25 
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and so we can pay attention to this particular 1 



matter.  So let’s go on to what is Item 3, Bottle 2 



Rock Geothermal Power Plant Project, 79-AFC-4C.  3 



Paul Kramer, would you go forth?  4 



  MR. KRAMER:  Good morning.  As the agenda 5 



says, the Bottle Rock Power Plant project, 6 



actually Geothermal Power Plant Project, is a 55 7 



Megawatt geothermal generating facility.  It’s 8 



located in the Geysers geothermal area, which is 9 



south of Clear Lake.  It was licensed in 1980, 10 



operation began in 1985, but was suspended in 11 



1990 and restarted again in 2006.  The subjects 12 



of the Amendment Petition before you today are 13 



two conditions that were imposed in 2001 at the 14 



time of the transfer of ownership from the 15 



Department of Water Resources, which was the 16 



original developer, to the predecessor to the 17 



current owner, Bottle Rock Power, LLC.   18 



  One of those conditions required a $5 19 



million bond to secure the cost of closure of the 20 



facility, the other required a $10 million 21 



environmental impairment insurance policy.  Last 22 



year, Bottle Rock amended its purchase contract 23 



with DWR to eliminate both the insurance and bond 24 



requirements which were also a feature of that 25 
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contract.  It then cancelled the bond and David 1 



Coleman, who is one of the interveners in this 2 



proceeding, as well, he filed a complaint that 3 



the contract amendment and the cancellation of 4 



the bond violated the condition that it have a 5 



bond.    6 



  In February, a committee composed of 7 



yourself, Chair Weisenmiller as the Associate, 8 



and Commissioner Douglas as the Presiding Member, 9 



ruled that the condition to have a bond and 10 



insurance remained in effect and that the 11 



cancellation of the bond violated the condition.  12 



Because the insurance had never been canceled, 13 



that portion of the condition was found not to 14 



have been violated.   15 



  The complaint committee said that the 16 



requirement to reinstate the bond could be stayed 17 



if Bottle Rock filed an Amendment Petition to 18 



formally request either a reduction or a removal 19 



of the bond and insurance requirements.  Bottle 20 



Rock also appealed that Committee ruling to the 21 



full Commission, and that appeal is on hold 22 



pending the outcome of this amendment proceeding.   23 



  While Bottle Rock’s Petition to Amend 24 



requested removal of the insurance requirement, 25 
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it has since agreed to maintain the insurance in 1 



effect, so it was seeking to eliminate or reduce 2 



the bond requirement.   3 



  The committee of Commissioners Douglas 4 



and Scott held a hearing in Cobb, California near 5 



the facility last month on November 18 and it 6 



issued a Proposed Decision that is before you 7 



today, which upholds the bond requirement, but 8 



reduces the amount from $5 million to $1.34 9 



million plus a 25 percent contingency amount, and 10 



it recommended phasing in the amount of the 11 



contingency over the years 2015 through 2019.  So 12 



in 2019, the total amount of the bond -- or, 13 



we’ve taken to using the term “financial 14 



assurance” because the Decision also allows for 15 



the possibility of some other mechanism other 16 



than a bond such as a trust fund or a letter of 17 



credit, the total would be $1,676,875.     18 



  In response on Friday, Bottle Rock 19 



proposed an alternative phase-in schedule that 20 



reduces the amount they have to put up initially 21 



and requires larger annual payments over those 22 



same years to get to the same number that the 23 



committee was recommending for 2019.  Their 24 



justification was financial information in the 25 











 



                                  CALIFORNIA REPORTING, LLC                                         66 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



form of a November 30th balance sheet that they 1 



attached to their request.  On Monday, I prepared 2 



a table and filed a table just to help everyone 3 



compare the two -- and it’s on the screen right 4 



now -- to the compare the two proposals.  On the 5 



left is the Proposed Decision, and you can see it 6 



starts with the higher number and has smaller 7 



subsequent payments to get to that same $1.6 8 



million, closer to $1.7 actually number.  Bottle 9 



Rock starts out about $600,000 less, and 10 



therefore they have to pay quite a bit more in 11 



the subsequent years to get up to that same 12 



number.  And this, of course, assumes that there 13 



are no adjustments, but one of the other 14 



provisions of the proposed conditions is that 15 



every three years the estimate of the amount of 16 



the cost of closure will be revisited, so we can 17 



update it.  It may go up, it may go down, but we 18 



just want to see that that is periodically 19 



reviewed so that it -- you know, we don’t fall 20 



behind the curve in some way.   21 



  Yesterday, Donald Mooney, sitting a 22 



couple seats to my left, who was counsel for the 23 



Interveners David Coleman and Friends of Cobb 24 



Mountain, he filed objections to Bottle Rock’s 25 
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filing on Friday.  He asked that if the 1 



Commission was going to consider modifying the 2 



payment schedule as they request, that it first 3 



refer the matter back to the committee for 4 



further hearings, so that they could go into 5 



Bottle Rock’s finances in more depth.   6 



  At the hearing, Bottle Rock basically was 7 



unwilling to discuss their finances in any 8 



detail, and then the project landowner commented 9 



yesterday, and I don’t think they’ll be here 10 



today, they thought they would not be available, 11 



but they said that they agreed with the ultimate 12 



amount that the committee recommended and they 13 



did not object to the proposed modifications from 14 



Bottle Rock.   15 



  Randall Fung, who was one of the 16 



commenters at the hearing in Cobb filed written 17 



comments yesterday.  He prefers that the bond 18 



remain at $5 million.  He also believes that the 19 



cost estimate failed to include some costs.  I’m 20 



not going to go into the details of that right 21 



now, but it’s all in his written response.  And 22 



he opposes phasing in.  He’s concerned that the 23 



project is precarious at the moment, in his eyes, 24 



and that the money to properly close it needs to 25 
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be in hand right away.   1 



  If you approve the proposed decision, my 2 



plan is to docket it in Monday, and that would 3 



start the time clocks on Court challenges, and 4 



also reconsideration petitions to the Commission.  5 



I’m able to answer any questions.  6 



  CHAIRMAN WEISENMILLER:  No questions.  7 



Let’s go on to the Applicant, then staff, and 8 



then Interveners.   9 



  MS. CASTAŃOS:  Good morning, Chair 10 



Weisenmiller, Commissioners.  I’m Kirsten 11 



Castańos.  I’m counsel for Bottle Rock Power in 12 



this matter.  I just want to first thank the 13 



Committee and Hearing Officer Kramer for their 14 



thoughtful consideration of our petition and 15 



really very prompt decision in this matter.  As 16 



we discussed at the hearing, it is very important 17 



to Bottle Rock to achieve resolution of this 18 



matter as quickly as possible and we do look 19 



forward to having a decision today.  As noted in 20 



our comments that we submitted Friday, and as 21 



Hearing Officer Kramer has mentioned, we do not 22 



object to the decision, but we have proposed an 23 



alternative payment plan to fund the total amount 24 



that the committee has determined is appropriate 25 
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for closure for this project.  And the basis for 1 



that is really because we believe that it 2 



reflects appropriate and responsible business 3 



management and it will facilitate the ongoing 4 



investment in the expansion of this project, and 5 



ensure that the project has available cash and 6 



address the current financial circumstances of 7 



the project.  So we look forward very much to 8 



your decision today and to resolving this issue 9 



and moving forward with the investment and 10 



expansion of this renewable clean base load power 11 



plant in Lake County.  Thank you very much.  And 12 



I should also mention, as well, Brian Harms, the 13 



President of Bottle Rock, is here to answer any 14 



questions if you have any.  Thank you.  15 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  16 



Staff?  17 



  MR. BELL:  Thank you, Chairman.  Kevin W. 18 



Bell, Senior Staff Counsel on behalf of staff.  19 



Staff has read and considered the Proposed 20 



Decision and agrees with the Proposed Decision.  21 



A couple of comments.  I do need to point out 22 



that the Project Owner’s current obligation until 23 



the Commission takes some action is to maintain a 24 



$5 million bond.  Through these proceedings, the 25 
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Project Owner has provided enough information to 1 



justify lowering that bond amount to a certain 2 



amount and through these proceedings we’ve 3 



determined that was $1,341,500 plus a 25 percent 4 



contingency fee.   5 



  Last week, the Project Owner provided a 6 



Word document showing some of their finances.  I 7 



just point out that this information was not 8 



provided during the hearings, was not submitted 9 



under oath, and was not considered by the 10 



Committee.  Additionally, the number that they’re 11 



proposing in their alternative of $709,000 is an 12 



amount that has been bouncing around since July 13 



of this year when the Project Owner filed a 14 



response to staff data request.  It’s an amount 15 



that was rejected by the Committee through these 16 



hearings.   17 



  Staff’s position is that the Commission 18 



should adopt the Proposed Decision as written and 19 



rejected the alternative proposal.  As I said, 20 



this is an amount that has been around since 21 



July, it’s an amount that was brought up by the 22 



Project Owner throughout the proceedings, and was 23 



rejected by the committee.   24 



  CHAIRMAN WEISENMILLER:  Thank you.  I 25 
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would just note that obviously financials had 1 



been filed, but they are not in the record at 2 



this point, that certainly is one of the open 3 



issues at this stage in this case.  4 



  MR. BELL:  Correct.  Yeah, as Mr. Kramer 5 



said, the Project Owner has been -- I’ll use the 6 



term “reluctant” to provide any financial 7 



information to justify their position.   8 



  CHAIRMAN WEISENMILLER:  That’s right.  I 9 



just wanted to make sure that all parties 10 



understand that it’s not in the record at this 11 



point.  Certainly one could move it, and we could 12 



come to a decision on that, but it’s been filed, 13 



but not – at this point it’s not in the record.   14 



  MR. BELL:  Thank you.  15 



  CHAIRMAN WEISENMILLER:  Go ahead.  16 



  MR. MOONEY:  Thank you.  Donald Mooney on 17 



behalf of Interveners David Coleman and Friends 18 



of Cobb Mountain.  And I’ll just kind of pick up 19 



where the conversation kind of left off here with 20 



regards to the financial information that is 21 



Attachment B to the December 6th submittal from 22 



Bottle Rock.  And if it’s not clear in my 23 



correspondence for Monday, or I guess yesterday, 24 



we formally objected to that being included in 25 
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the record because, as Mr. Bell indicated and I 1 



indicated in my letter, essentially the close of 2 



evidence was at the hearing.  We have asked 3 



repeatedly for financial information, Bottle Rock 4 



has repeatedly refused, Mr. Harms testified under 5 



oath that it was confidential information, that 6 



it would not be provided, then they provide a 7 



snapshot of a balance sheet, snapshot in time, it 8 



doesn’t allow any of the parties or the committee 9 



to have any kind of information as to the 10 



finances.  I think there’s real concerns about 11 



Bottle Rock’s finances, they’ve just given us a 12 



quick snapshot, it was not based upon a 13 



Declaration, it was not subject to any kind of 14 



cross examination, so we think it should be 15 



excluded from the record and not taken into 16 



consideration in the Commission’s review of the 17 



Proposed Decision.   18 



  That being said, I’d also like to point 19 



out what Mr. Bell said, that they do have 20 



currently a $5 million bond requirement.  What 21 



the committee’s Proposed Decision, which we do 22 



not object to and in many ways support, reduces 23 



their bond requirement or financial assurance 24 



requirement, by almost 70 percent.   25 
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  And one other point I’d like to make is 1 



that they’re concerned about the payment, but 2 



less than a year ago, or about a year ago or so, 3 



they cancelled their $5 million bond requirement.  4 



There’s nothing in the record or their financials 5 



that indicates the money that was saved from 6 



that, from not maintaining that bond or the money 7 



that was received back from maintaining that 8 



bond, where is that?  Why can’t that money be 9 



used?  Those are the types of questions that we 10 



would want to ask if Bottle Rock was willing to 11 



discuss its finances.   12 



  And I would also like to point out, as we 13 



pointed out in the hearing, well, two things, 1) 14 



the amount of financial assurances, financial 15 



assurance requirement, the bond requirement, 16 



should not be based upon ability to pay, it 17 



should be based upon what is required for 18 



closure.  And Bottle Rock has continually argued 19 



that it should be based upon their ability to 20 



pay, but without providing any kind of financial 21 



information.  We think that, first of all, it’s 22 



not based upon ability to pay, it’s based upon 23 



what is required for closure, and 2) they haven’t 24 



provided any evidence with regards to their 25 











 



                                  CALIFORNIA REPORTING, LLC                                         74 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



ability to pay, absolutely none other than some 1 



unsupported statements from Mr. Harms.  And 2 



Bottle Rock has the burden of proof.  And they 3 



have continually failed to meet their burden of 4 



proof, and they’ve refused to meet their burden 5 



of proof.   6 



  So we would support the committee’s 7 



Proposed Decision and ask you adopt it as 8 



proposed.  Thank you.   9 



  CHAIRMAN WEISENMILLER:  Would anyone else 10 



like to speak on the record?  Public comment?   11 



  MR. HESS:  Good afternoon, Commission.  12 



My name is John Hess, Friends of Cobb Mountain, a 13 



property owner in Cobb Valley.  My concern, as 14 



has been suggested by Don Mooney, is with the 15 



request that the Commission modify the 16 



committee’s proposed payment schedule, of the 17 



closure assurance amount, questions have been 18 



raised already regarding BRP’s protest as to its 19 



inability to meet the financial burden of full 20 



and immediate payment of the closure assurance 21 



amount.  According to BRP’s amended PPA approved 22 



by the CPUC September 2012, BRP needs to deliver 23 



15 megawatts by early 2018 and a field that DWR 24 



abandoned in 1990 due to lower than expected 25 
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generation.  There have been promises that newer 1 



technology will be able to increase that amount.  2 



But it’s also curious that PG&E has lowered its 3 



maximum to 25 megawatts from the permitted 55 4 



megawatts.   5 



  I feel there are a number of different 6 



scenarios under which BRP or the project might 7 



fail and as an LLC could simply close up shop and 8 



walk away, leaving the public with the burden of 9 



cleanup.  Common sense to me suggests that the 10 



full amount be made payable immediately to hedge 11 



against such future possibilities.  Failing that, 12 



I would certainly recommend that you support your 13 



committee as a recommendation payment schedule as 14 



they’ve put before you now.  Thank you.   15 



  CHAIRMAN WEISENMILLER:  Thank you.  Okay, 16 



I think at this stage I would ask Commissioner 17 



Douglas if she wanted to make a few comments.  I 18 



think in terms of after that, we will go into 19 



closed session, although again, I think for the 20 



applicant, basically one of the things you’re 21 



going to have to decide is whether you want a 22 



decision today, or whether you want to reopen the 23 



record and to get the financials in.   24 



  MS. CASTAŃOS:  We would like a decision 25 
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today.  1 



  CHAIRMAN WEISENMILLER:  Okay, thank you.   2 



  COMMISSIONER DOUGLAS:  I’ll just make a 3 



couple of brief comments, and then I think we may 4 



wish to go into closed session for deliberation 5 



on this item.  6 



  The committee, as was noted, held a 7 



hearing in the vicinity of the project at Cobb 8 



Mountain and it was a very well attended hearing, 9 



we heard a lot of public comment.  We really 10 



focused our inquiry on the appropriate amount of 11 



the closure bond and we did not have evidence in 12 



the record on Bottle Rock’s finances and the 13 



committee -- I’m saying “the committee,” I’ll 14 



speak for myself right now, and Commissioner 15 



Scott may want to add on -- but I felt as though 16 



that was fine because we were focusing our 17 



inquiry on the correct amount of the closure 18 



bond.  So I think we have a record on which we 19 



can make a decision today.  It’s helpful to hear 20 



the response from Bottle Rock, or on, you know, 21 



are you interested in reopening the record with 22 



not only that information that you’d like to 23 



submit, but probably additional financial 24 



information or inquiries that would make this an 25 
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issue in this case, it really hasn’t been, and I 1 



don’t think it really needs to be.  So those are 2 



my comments.  I think we have a Proposed Decision 3 



that we’re prepared to consider today.  I’d like 4 



to hear from other Commissioners and I think it 5 



might benefit us to have a deliberative session 6 



just to talk about the state of the evidence in 7 



the case.  8 



  CHAIRMAN WEISENMILLER:  So we’re going to 9 



go into closed session now.  We’ll be back in 10 



session at 1:00.  Thank you.   11 



(Closed session at 11:45 a.m.) 12 



(Open session at 1:09 p.m.) 13 



  CHAIRMAN WEISENMILLER:  So let’s go back 14 



in session.  Mr. McAllister?  15 



  MR. MCALLISTER:  So I wanted the record 16 



to show that I did support Item 5, so I would 17 



vote Aye on that, so if Harriet could make sure 18 



that that goes in the record.  19 



  CHAIRMAN WEISENMILLER:  Yes.  Harriet, 20 



will you please reflect that in the Minutes?   21 



  Okay, so Commissioner McAllister supports 22 



Item 5, so if you could reflect that in the 23 



Minutes that effectively the vote was five to 24 



zero?  Thank you.   25 
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  COMMISSIONER DOUGLAS:  So the Commission 1 



is obviously back and we’ve had our session for 2 



deliberation on Bottle Rock.  I wanted to express 3 



at this point some more of my views on this 4 



matter and we’ll see if Commissioner Scott or 5 



other Commissioners would like to speak.   6 



  The committee took real efforts and took 7 



some pains to try to get to the bottom of the 8 



question that was before us and, in my view, the 9 



question before us was, what is the appropriate 10 



amount of the closure bond?  That’s really what 11 



we focused on.  We heard a lot of input from 12 



Bottle Rock, from staff, from the Interveners, 13 



also from the community and other stakeholders, 14 



and there’s no question it was really important 15 



to us to take the environmental responsibilities 16 



that we have at the Commission seriously and 17 



effectuate the intent of the Commission in 18 



requiring that there be adequate safeguards for 19 



having the closure funding available for the 20 



facility for when it is needed, hopefully far off 21 



into the future because we’re also, of course, 22 



very interested, and I think the Decision 23 



reflects our interest in also preserving existing 24 



jobs in this industry and preserving existing 25 
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renewable energy generation. And so that’s really 1 



a lot of the input we got, it’s a lot of the 2 



balance that you see in the Proposed Decision.   3 



  There is a process going forward to make 4 



adjustments to the right amount of funding for 5 



closure, and I think that’s appropriate because 6 



that’s a number that may go up, and it may go 7 



down, and it’s a number that over time I think 8 



all of the parties have agreed is appropriate to 9 



have that process and provide for needed 10 



adjustments going forward.  And I said before we 11 



went into session, but I want to repeat, we 12 



really did not look at or consider finances or 13 



any financials in this Decision, we really 14 



focused on the case at hand and the issues before 15 



us.   16 



  One of the things we did to try to 17 



balance the need for having funding on hand for 18 



closure costs and also acknowledging some of the 19 



uncertainty and some of the possibility for 20 



changed circumstances in the future is providing 21 



for the contingency that was an issue that was 22 



discussed at some length in our hearings, but 23 



phasing that contingency in, and I think that’s 24 



also appropriate because, as time goes on, things 25 
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can change and the contingency is, I think, not 1 



something that you need to have in hand the day 2 



of today, but it is something that can be phased 3 



in.  So those are some of the issues that we 4 



tried to balance.  I think the committee struck a 5 



reasonable balance and what I’ve heard from the 6 



parties today has generally led me to maintain 7 



that view.   8 



  I don’t know, Commissioner Scott, or 9 



other Commissioners, if you’d like to speak.   10 



  CHAIRMAN WEISENMILLER:  I should just be 11 



very very clear to people that Applicants on the 12 



6th, their letter in the docket had an Attachment 13 



B and Attachment B will not be admitted into the 14 



record as it’s untimely, lacks foundation, and 15 



parties have not had a chance to do cross 16 



examination on it.  So with that clarification.   17 



  COMMISSIONER SCOTT:  Thank you.  I just 18 



wanted to -- I won’t repeat everything that 19 



Commissioner Douglas said, but I did want to echo 20 



what she said.  I think that we spent a lot of 21 



time listening very carefully to everyone on 22 



these important issues and we had very thoughtful 23 



comments from a broad set of stakeholders, so 24 



thank you to everyone for your engaged 25 
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participation on this.  I agree that we struck 1 



the right balance between protecting the 2 



environmental between supporting renewables and 3 



preserving jobs, so that’s all I’ll add.  4 



  CHAIRMAN WEISENMILLER:  I was going to 5 



say, it appears that the committee struck a very 6 



Solomonaic decision on what’s a difficult issue.  7 



I think all of us, again, really are trying to 8 



develop renewables, we’re trying to really 9 



preserve jobs, and we’re trying to protect the 10 



environment.  And that’s what we’re trying to do 11 



here today.  So this is Item 3.  12 



  COMMISSIONER DOUGLAS:  All right, so with 13 



that, I’ll move approval of Item 3, and there is 14 



one thing I’ll say, but maybe after the vote.   15 



  COMMISSIONER SCOTT:  Second.  16 



  CHAIRMAN WEISENMILLER:  All those in 17 



favor?  18 



  (Ayes.)  Item 3 passes unanimously.  19 



  COMMISSIONER DOUGLAS:  All right, and I 20 



just wanted to briefly extend my appreciation to 21 



all the parties.  We were able to have a really 22 



efficient hearing, get a lot of information out 23 



on the table, and to the committee, a very well 24 



attended hearing.  So we appreciated the 25 
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community participation.  There were some issues 1 



raised by the community that were outside of the 2 



scope of the hearing, raised in comment, and 3 



you’ll find in part of the Decision requests that 4 



staff look into some of those issues and just 5 



report back to us, so I would appreciate that, as 6 



well.  Thank you.  7 



  MR. KRAMER:  Thank you.   8 



  MS. CASTAŃOS:  Thank you.  9 



  CHAIRMAN WEISENMILLER:  Thank you.  10 



Thanks, Mr. Kramer.  Okay, in terms of where we 11 



are, the reality is that the schedule today has 12 



been in flux and will stay in flux.  Originally, 13 



we were trying to deal with items 5, 6, 7, 8 and 14 



9 in a block, we made it through Item 5 and at 15 



the same time we were supposed to do Bottle Rock 16 



starting at 11:00, so at this point, we will go 17 



back to Items 6, 7, 8 and 9, and then that still 18 



leaves the Demand Forecast, and there’s one issue 19 



my staff and Edison are in conversations trying 20 



to clarify, and so I’m encouraging them to 21 



clarify that while we work through business.   22 



  So with that, let’s go on to Item 6, 23 



EnergyPro Version 6.0, Residential Compliance 24 



Software.  And Martha Brook again.   25 
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  MS. BROOK:  Good afternoon.  As mentioned 1 



in Agenda Item 5 this morning, we are seeking 2 



your approval of EnergyPro Version 6 submitted by 3 



EnergySoft as 2013 Residential Standards 4 



Compliance Software for newly constructed homes.  5 



This is the first instance of a private vendor 6 



incorporating the Energy Commission’s 2013 7 



Standard Compliance Manager Software Application 8 



Programming Interface into its compliance 9 



software tool.  As such, this is an agenda item 10 



to be celebrated.   11 



  The Energy Commission as well as the 12 



Building industry have wanted this to happen for 13 



many years.  For the first time, all residential 14 



compliance software tools approved for the 2013 15 



Standards will use the same analysis engine and a 16 



single set of implemented rules to implement the 17 



performance compliance approach for low rise 18 



residential buildings.   19 



  This means that all residential 20 



compliance software tools will yield the same 21 



compliance results for a given building, which 22 



although a reasonable expectation has 23 



historically been very difficult to achieve.  At 24 



this time, we are seeking your approval for 25 
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EnergyPro Version 6 for newly constructed 1 



buildings.  We expect that EnergySoft will 2 



continue to work with us over the coming weeks to 3 



implement the alterations scope of the 4 



performance compliance approach, and we will be 5 



back at a future business meeting to seek 6 



approval of EnergyPro for use with existing 7 



building alterations.  I’m available to answer 8 



any questions that you have.   9 



  CHAIRMAN WEISENMILLER:  Okay.  I believe 10 



we have Mr. Splitt, we have a couple parties who 11 



want to address this specific item.   12 



  MR. SPLITT:  Pat Splitt from App-Tech 13 



again.  I wasn’t sure what was going to happen, 14 



so I just got on the list, so pretty much I’m in 15 



favor of this, except for the fact that, as far 16 



as I know, there’s no software that totally meets 17 



the requirements of the ACMs, and I’m just 18 



assuming that Martin –- he’s going to be applying 19 



again before next July for revisions, and that 20 



ultimately before July 1st it will meet all the 21 



requirements of the ACM.  22 



  MS. BROOK:  Well, yes.  In terms of 23 



alterations to existing buildings, that is not 24 



included in what we’re approving today, and if 25 
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there is any significant change to what the 1 



Energy Commission has issued for that compliance 2 



manager API, then we’ll ask Martin to come back 3 



and reapprove that software.  We’re not -- 4 



  MR. SPLITT:  And you’re approving this to 5 



go into effect July 1st, so people won’t be able 6 



to use this before July 1st for compliance, that’s 7 



right?  8 



  MS. BROOK:  That’s correct.  This is for 9 



the 2013 Standards.  10 



  CHAIRMAN WEISENMILLER:  But hopefully 11 



people are using it to find any issues.  12 



  MS. BROOK:  Absolutely.  Hopefully, yeah.  13 



  CHAIRMAN WEISENMILLER:  Mr. Nesbitt.  14 



  MR. NESBITT:  George Nesbitt, a HERS 15 



Rater, and I wear many other hats.  This is 16 



today’s hat.   17 



  MS. BROOK:  I only remember that hat, 18 



George.  19 



  MR. NESBITT:  If I took it off, you 20 



wouldn’t recognize me, so I left it on today.  I 21 



would like to suggest that we make the approval 22 



of EnergyPro conditional as happened in 2008, as 23 



a lot of the issues with trying to get EnergyPro 24 



to calculate correctly and closer to Micropas, 25 
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also because we don’t have a full function of 1 



CBECC-Res yet, it’s close.  But also, one thing 2 



we talked about the past two years as part of the 3 



whole software development process was the need 4 



to have people like me review software.  So even 5 



though the Energy Commission is in control of the 6 



calculation engine itself, it comes down to how 7 



well does it communicate, and those of us that 8 



work in the world know that things don’t always 9 



communicate.  So we talked about having people 10 



like myself review and EnergyPro Version 6 has 11 



not been available for review by anyone yet.  So 12 



I would just say, considering the state of the 13 



calculation engine and everything else, that we 14 



just make it clear it is a conditional approval.  15 



  CHAIRMAN WEISENMILLER:  Thank you.  16 



  COMMISSIONER MCALLISTER:  I just wanted 17 



to ask Martha, could you describe sort of the 18 



nature of the internal tests that the Commission 19 



executes in order to be comfortable that it 20 



passes sort of the muster as far as this 21 



particular step we’re voting on right now?  22 



  MS. BROOK:  Yeah, we do two different 23 



types of tests, we have a static proscriptive set 24 



of tests that the vendor is required to complete 25 
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and submit the results of those tests through the 1 



Energy Commission, so review that set of tests; 2 



it basically walks through different features of 3 



a newly constructed building to confirm that the 4 



compliance analysis results are consistent with 5 



the reference method, which in this case is using 6 



that same application programing interface, is 7 



included here.  And then we also do quite a bit 8 



of spot checking, that’s what Dee Anne Ross of 9 



our staff has been busy doing for the last 10 



several weeks.  And we also review the user’s 11 



manual to make sure that it’s actually explaining 12 



the new requirements for the 2013 Standards and 13 



other aspects of the software correctly.   14 



 And in terms of what George said, in terms of 15 



getting outside parties to review the software, 16 



Martin Dodd did release a Beta version of the 17 



software to whoever he chose to release it to, we 18 



didn’t direct him to do that.  I think that 19 



George’s suggestion is ideal, and if we had ample 20 



time to do the review and analysis we would ask 21 



for outside reviewers to check in before we did 22 



the approval process.  Because we didn’t have 23 



ample time, we didn’t do that.  However, we do 24 



have in our Regulations, in the ACM Approval 25 
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Manual, quite specific items where anybody can 1 



protest our public domain software, or any other 2 



third party software, and basically make a claim 3 



to the Commission that it should be decertified 4 



and the Commission has to have a due process for 5 



reviewing that and making the determination of 6 



whether or not software should be decertified.  7 



So certainly that is always available to the 8 



industry stakeholders.  We’d rather do it 9 



informally, and I think George’s suggestion would 10 



fall into that informal process.  And, I mean, we 11 



could do that.  Because of the change in 12 



implementation date, we can do that now.  And we 13 



have the time to -- you know, the Commission 14 



doesn’t have the resources to organize a Beta 15 



test review for every single third party 16 



software, but we could encourage the vendors to 17 



do that as EnergySoft did in this case, and I 18 



guess we’d have to talk a little bit more about 19 



how to get people who don’t want to pay for the 20 



software to have the same ability to review it 21 



before we approve it, so there’s a lot of kind of 22 



sticky points about process that we haven’t 23 



worked out because this isn’t, again, a formal 24 



requirement of ours.  And that’s kind of where 25 
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we’re at.  1 



  COMMISSIONER MCALLISTER:  Okay, I guess I 2 



would just suggest now that we have a little bit 3 



of time that that process of evaluation and 4 



tweaking is in everybody’s best interest, and 5 



particularly the market’s best interest.   6 



  MS. BROOK:  Absolutely and –- 7 



  COMMISSIONER MCALLISTER:  EnergySoft, you 8 



know, has an incentive to get it right, as well, 9 



as does George, so I think it’s a process --  10 



  MS. BROOK:  And actually it’s been very 11 



very productive, our work with EnergySoft on 12 



this, I mean, we’ve identified problems with his 13 



software, he’s identified problems with our API, 14 



so it’s been a very productive process and I 15 



think, you know, a vote of confidence for the 16 



vision that we have for people using our 17 



underlying analysis.   18 



  COMMISSIONER MCALLISTER:  Yeah, I think, 19 



I mean, there are really two issues as I 20 



understand, one is making sure that the 21 



calculation kernel takes in the right information 22 



and operates appropriately and puts out the right 23 



results in accordance with the inputs, right?  24 



And so that’s sort of a mechanistic evaluation 25 
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that things are functioning properly.  And so 1 



that’s a big chunk of what we’re able and what’s 2 



necessary to do today, right?  And then the other 3 



is sort of any issues with the calculation 4 



engine, itself, which is kind of a separate 5 



issue; EnergySoft is not responsible for that 6 



piece, right?  7 



  MS. BROOK:  That’s correct.   8 



  COMMISSIONER MCALLISTER:  So I’m 9 



comfortable with this.  10 



  CHAIRMAN WEISENMILLER:  Yeah, well I’m 11 



certainly again going to encourage parties as we 12 



move forward on the software on all –- I won’t 13 



make this comment on every single one of these, 14 



but again, encourage people to use it, find out 15 



where some of the weaknesses are, communicate 16 



your findings certainly to Martha, certainly to 17 



the Executive Director, certainly to Andrew, 18 



we’re all prepared to listen on this.  But again, 19 



we have time to work through this stuff, but 20 



let’s not take advantage of the time to get it 21 



right.   22 



  COMMISSIONER MCALLISTER:  I’ll just point 23 



out, six months is still not that long, so we 24 



still are on a tight timeline here, so I think 25 
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we’re under no illusions that we’re off the hook, 1 



right?  Because we’re not.  Great, well, thanks.  2 



So I will -- this is Item 6, correct?   3 



  MS. BROOK:  We have another comment here.  4 



  COMMISSIONER MCALLISTER:  Oh, sorry.  5 



Mike, come on up.   6 



  CHAIRMAN WEISENMILLER:  No card, but come 7 



forward.   8 



  MR. HODGSON:  I apologize for no card, 9 



but this is really a question through the Chair 10 



to Martha about a statement you just made that 11 



seems to be contradictory to our understanding.   12 



  CHAIRMAN WEISENMILLER:  Good, let’s 13 



clarify it.  14 



  MR. HODGSON:  One of the things the 15 



building industry -- this is Mike Hodgson of 16 



Consol representing California Building Industry 17 



Association -- one of the things that we are 18 



trying to move forward with as smoothly as 19 



possible is the adoption of the 2013 Standards by 20 



early adopters.  So we have builders who are 21 



currently starting new projects and it makes 22 



absolutely no sense for them to build under the 23 



2008 Standards when it’s going to take them five 24 



to seven months to get their models ready, and by 25 
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the implementation date, now they’re building a 1 



product different than what their models look 2 



like.  So we thought we had the approval -- and 3 



I’m just looking for clarification -- for us to 4 



do that and apply to a Building Department we 5 



have to use 2013 software.  And the statement 6 



that was just made is this software can’t be used 7 



until July 1st.  And I just wanted to make sure I 8 



understood things, that we did have software 9 



available to the industry to use to analyze and 10 



to build to the 2013 Standards, and that one of 11 



the softwares could also be EnergyPro. 12 



  MS. BROOK:  That’s right.  I guess I 13 



mischaracterized that.  I mean, you can use it, 14 



you don’t need to use it.   15 



  MR. HODGSON:  Thank you.  16 



  CHAIRMAN WEISENMILLER:  Yeah, I was going 17 



to say, in fact, I was going to double check if 18 



our attorneys wanted to opine here.   19 



  MR. LEMEI:  I think you got it right.   20 



  MR. HODGSON:  Thank you for that 21 



clarification.   22 



  CHAIRMAN WEISENMILLER:  Sure.  Go ahead.  23 



  MR. SPLITT:  Again, a clarification I 24 



didn’t understand, then.  Does that mean, then, 25 
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specifically just for subdivisions where there’s 1 



a multiple unit ongoing plan, not somebody who 2 



just has one house that they want to --    3 



  CHAIRMAN WEISENMILLER:  I was going to 4 



ask Galen --   5 



  MR. SPLITT:  The other question is 6 



actually he wants to get started, but does that 7 



actually mean he can submit to a Building 8 



Department, say, in May under the 2013 Standards 9 



and have them approve it?  I haven’t seen 10 



anything that said that’s allowed.  11 



  MS. BROOK:  Eurlyne is coming up, thank 12 



goodness.   13 



  MR. SPLITT:  I’m not necessarily against 14 



it, but --   15 



  CHAIRMAN WEISENMILLER:  No, it’s a very 16 



good question, I would just make sure that we 17 



have the correct answer.  So certainly we’re 18 



surrounded by attorneys, some of whom we love, 19 



but anyway, that we get their guidance here.  20 



  MS. GEISZLER:  We’ve been working, the 21 



Energy Commission has been working with the early 22 



adopters.  A couple of Business Meetings ago, Bob 23 



Raymer came in and specifically asked about 24 



builders that wanted to meet the 2013 Standards 25 
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early.  There’s no reason why a Builder cannot 1 



continue to pursue down that path.  But like 2 



Martha said, they’re not required to use the 3 



software, but they can elect to use the software, 4 



and there’s also cooperation and coordination 5 



going on with the utilities in their incentive 6 



programs to work with those early adopting 7 



builders, as well.  8 



  MR. SPLITT:  But the question is, are the 9 



Building Departments allowed to accept that 10 



before July 1st?  11 



  MS. GEISZLER:  Yes, they are.  And the 12 



Building Departments are each looking at that 13 



individually.  I’ve spoken to a few of them 14 



directly and, in fact, they prefer because the 15 



rest of the Building Code is going to continue to 16 



go into effect January 1st.  So for the 17 



Mechanical, the Plumbing, the Electrical, the 18 



plan sets that they’ll be receiving will all be 19 



with the new standards for the other 11 parts of 20 



the Building Code.  So, yes.  21 



  MR. SPLITT:  Okay, well, I think maybe 22 



there should be some official word that goes out 23 



so everybody else is --   24 



  MS. GEISZLER:  We’re working on that.  25 
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  MR. LEMEI:  So I’d just like to speak up 1 



that I think I understand the question, and I 2 



think that Eurlyne’s answer is right for the most 3 



part, but there could be some nuances here, so 4 



I’d like to, before giving a definitive answer to 5 



the question, have an opportunity to work with 6 



Mr. Splitt and make sure that we fully understand 7 



the question and give a fully accurate answer.  8 



  COMMISSIONER MCALLISTER:  Okay, I’ll move 9 



Item 6.   10 



  COMMISSIONER DOUGLAS:  Second.  11 



  CHAIRMAN WEISENMILLER:  All those in 12 



favor? 13 



  (Ayes.)  Item 6 passes unanimously.  14 



  CHAIRMAN WEISENMILLER:  Let’s go on to 15 



Item 7, which is 2013 Public Domain Residential 16 



Compliance Software.  And again, this is Martha 17 



Brook.   18 



  MS. BROOK:  Good afternoon again.  Also 19 



mentioned in Agenda Item 5 this morning, we are 20 



seeking your approval of CBECC-Res Version 1D, 21 



2013 Residential Standards Compliance Software 22 



for Newly Constructed Homes, as well as 23 



alterations and additions to existing homes.   24 



  As an amendment to this agenda item, we 25 
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are not seeking your approval for a delegation of 1 



authority to the Executive Director for future 2 



CBECC-Res approvals at this time.   3 



  CBECC-Res Version 1D includes all 4 



previously approved features for newly 5 



constructed homes, plus the ability to complete 6 



the performance compliance approach for 7 



alterations and additions to existing homes 8 



consistent with the requirements of the 2013 9 



Standards.  This version of CBECC-Res also 10 



corrects software bugs previously identified.  If 11 



you choose to approve this item, you will also be 12 



approving the decertification of all previous 13 



versions of CBECC-Res.  And I’m here to answer 14 



any questions that you have.  15 



  CHAIRMAN WEISENMILLER:  Thank you.  16 



Again, I think, Mr. Splitt, do you have a comment 17 



on this?  18 



  MR. SPLITT:  I ran out for a second.  Oh, 19 



well, the question I had had to do with giving 20 



the Executive Director this option.   21 



  MS. BROOK:  We’re not asking that.  22 



  CHAIRMAN WEISENMILLER:  We’re not asking 23 



for that.  24 



  MR. SPLITT:  Okay, you’re not going to do 25 
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that.  1 



  MS. BROOK:  No.  2 



  MR. SPLITT:  Okay, because that’s a 3 



problem.  Would it be like at the next meeting or 4 



–- I had some problems with it, so anyway we can 5 



talk about it later if --   6 



  MS. BROOK:  We should probably talk -- 7 



before you come and complain about what we ask 8 



for, we should probably do that as soon as 9 



possible.  10 



  MR. SPLITT:  Okay, well, the main 11 



question I had, though, is if the Executive 12 



Director is going to refer the public domain, you 13 



should do it for the other software, too.  That 14 



doesn’t make any sense because, if the public 15 



domain gets changed, they’re going to have to 16 



make their changes anyway, and you’re going to 17 



have to end up dealing with the thing twice.  18 



  MS. BROOK:  Okay.  19 



  MR. SPLITT:  And it also probably should 20 



include changes to the registry and the 21 



registers, that maybe that doesn’t have to go 22 



back through the Commission; but the problem I 23 



had is the software, the public domain software, 24 



has two sections, the Compliance section and a 25 
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section that sets the budget.  So like the 1 



Compliance Manager.  2 



  MS. BROOK:  Uh-huh.  3 



  MR. SPLITT:  So I don’t think that 4 



anything that can actually change the basic 5 



budget, the goal, should be approved by the 6 



Executive Director, and that should still have to 7 



go to the Commission.  8 



  MS. BROOK:  Okay.  9 



  CHAIRMAN WEISENMILLER:  Okay, again, let 10 



me encourage you to talk to staff.  I mean, our 11 



intent at some point is to keep this at the 12 



Commissioner level, this (quote unquote) “model 13 



issue and generalness” for this specific one, so 14 



we make sure it’s on track.  Now, at some point, 15 



this is going to become fairly routine, we hope, 16 



and as I said, my analogy is you wake up and you 17 



discover your iPhone app is updated, and at that 18 



point, you know, we would like to see this more 19 



delegated at that point.  But, again, that is 20 



sort of a very broad level.  Commissioner 21 



McAllister or legal has --   22 



  COMMISSIONER MCALLISTER:  And just to 23 



reinforce that point that the Chair was making, I 24 



mean, we all know this is critical path bread and 25 
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butter stuff for the Energy Commission and, you 1 



know, we want to establish a very clear record 2 



that the oversight at the Commission level has 3 



been here at each substantive step, and so that 4 



is just good practice.  And to the extent that it 5 



becomes sort of operational and, as the Chair 6 



said, routine, then certainly those sorts of 7 



decisions in consultation with staff, the 8 



Executive Director at a kind of operational 9 



level, absolutely is appropriate.  But we’re not 10 



quite there yet in that we don’t know exactly 11 



when we will be at the point where this is less 12 



mission critical and more just ongoing 13 



implementation.  And so I think that is just by 14 



way of context, I think, for this discussion.  15 



It’s certainly a discussion we’re all engaged in, 16 



just sort of keeping pulse on the process.   17 



  MS. BROOK:  Uh-huh.  18 



  CHAIRMAN WEISENMILLER:  So, George 19 



Nesbitt.  20 



  MR. NESBITT:  George Nesbitt.  So I have 21 



supported the idea of having a core calculation 22 



engine since the beginning because I’m both a 23 



Micropas and an EnergyPro user, and was well 24 



aware that you got very different answers, which 25 
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is unacceptable.  So I’ve absolutely supported 1 



it, I’ve been able to review it since like late 2 



May, early June, I’ve generally been impressed.  3 



My largest complaint is it’s slow, far too slow.  4 



Monday, actually, we had a webinar and we 5 



reviewed the existing plus alteration 6 



implementation, and I think basically right now 7 



we’re sort of 90-95 percent there.  We’re 8 



actually pretty darn close on the residential.  9 



As a Micropas user, I experienced complete 10 



ability to do what’s allowable by Code.  The 11 



thing is, as an EnergyPro user, I have long been 12 



constrained by lack of functionality and not 13 



being able to do what the Code allows me to do.  14 



So it’s very important that ultimately -- and it 15 



may not be by July 1st -- that the calculation 16 



engine has full Code functionality.  You know, 17 



like I say, we’re probably 95 percent there, it’s 18 



going to take some arguments and a while probably 19 



to get some things, but overall, I mean, this was 20 



a tremendous task to take on and, you know, 21 



software development is no easy thing.  And so 22 



certainly the fact that we’re behind where we 23 



wanted to be is, I don’t think, a reflection on 24 



staff or the team.  I think they’re trying really 25 











 



                                  CALIFORNIA REPORTING, LLC                                         101 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



hard and, you know, I’m willing to support it any 1 



way I can.  I’m not a programmer, but I can 2 



probably do some stuff, some of the data routine 3 



stuff to help get it fully usable.   4 



  CHAIRMAN WEISENMILLER:  Thank you.  5 



Anyone else?  A motion?  6 



  COMMISSIONER MCALLISTER:  All right, I 7 



will move Item 7.   8 



  MR. LEMEI:  Commissioners?  Can I just 9 



clarify that you are moving the Proposed 10 



Resolution?  11 



  CHAIRMAN WEISENMILLER:  Yes.  Thank you.  12 



  COMMISSIONER MCALLISTER:  Okay, so moving 13 



the Proposed Resolution as part of Item 7 or as 14 



Item 7.   15 



  MR. LEMEI:  In both 7 and 8 there’s 16 



written resolutions.    17 



  COMMISSIONER DOUGLAS:  Second.  18 



  CHAIRMAN WEISENMILLER:  Thank you.  So I 19 



have a second?  20 



  COMMISSIONER DOUGLAS:  Yes, for the 21 



Resolution.   22 



  CHAIRMAN WEISENMILLER:  All those in 23 



favor?  24 



  (Ayes.)  The Resolution for Item 7 is 25 
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passed unanimously.  1 



  CHAIRMAN WEISENMILLER:  Let’s go on to 2 



Item 8, which is 2013 Public Domain 3 



Nonresidential Compliance Software.  And once 4 



more, Martha Brook.  5 



  MS. BROOK:  For the last time today, and 6 



also as previously mentioned in Agenda Item 5, we 7 



are seeking your approval of CBBEC-Com Version 1D 8 



as 2013 Nonresidential Standards Compliance 9 



Software for Newly Constructed Buildings.  Also 10 



as an amendment to this agenda item, we are not 11 



seeing your approval for a delegation of 12 



authority to the Executive Director for future 13 



CBBEC-Com approvals, for the reasons noted.   14 



  CBBEC-Com Version 1D includes all 15 



previously approved features plus the ability to 16 



complete the performance compliance approach for 17 



newly constructed buildings with the following 18 



features: parallel fan powered boxes, variable 19 



speed cooling towers, heating and ventilation 20 



systems with no cooling, daylighting controls, 21 



and exterior building shading devices.  This 22 



version of CBBEC-Com also corrects software bugs 23 



previously identified and includes a new function 24 



to visualize the day lit spaces of building 25 
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designs, which should greatly facilitate day 1 



lighting control specifications by CBECC-Com 2 



users.   3 



  If you choose to approve this item, you 4 



will also be approving the decertification of all 5 



previous versions of CBBEC-Com.  And I’m here to 6 



answer any questions that you have.  7 



  CHAIRMAN WEISENMILLER:  Thank you.  Once 8 



more, I have some comments on this.  First, let’s 9 



start out with Mike Gabel.  10 



  MR. GABEL:  Mike Gabel, Gabel Associates.  11 



Thanks.  Just a brief comment.  I know that the 12 



Commission is going to approve this today and I 13 



understand the reasons, but I think for the 14 



future Code cycle, it’s really important to think 15 



about public domain software and private domain 16 



software are meeting the same criteria for 17 



capabilities and functions, which right now they 18 



are two different sets of standards.  There’s the 19 



Commission doesn’t have to meet legally the 20 



requirements of all of them at the time -- this 21 



is being approved today, it doesn’t meet all the 22 



same requirements, so I’m thinking in the future, 23 



to really study this issue and really consider a 24 



way of sending the right message to the industry, 25 
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that the State’s software and the public domain 1 



software have to meet exactly the same criteria 2 



to be approved.  Thanks.   3 



  CHAIRMAN WEISENMILLER:  Thank you.  Pat 4 



Splitt.   5 



  MR. SPLITT:  Pat Splitt from App-Tech 6 



again.  Basically I just wanted to -- this 7 



comment deals with both res and nonres, but in 8 



particular nonres.  And I’m concerned about 9 



support for this software, I haven’t heard 10 



anything about it, especially the nonres where 11 



it’s built up of several different modules.   12 



  MS. BROOK:  Uh-huh.  13 



  MR. SPLITT:  If I’m a user and I have a 14 



problem, I need one point of contact which I’m 15 



proposing be a special Energy Commission hotline, 16 



or somebody who is going to monitor -- take my 17 



problem and figure out who to best address it, 18 



and then make sure that it actually gets 19 



addressed so that I don’t end up with a problem 20 



where, if I go to the Energy Commission, they 21 



say, “Well, it’s not our problem, it’s someone 22 



else’s.”  You go to the vendor, he says, “It’s 23 



not my problem, it’s this interface that converts 24 



my stuff into the format the Energy Commission 25 
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needs.”  Go to somebody else and they say it’s a 1 



problem in Sketchup, Sketchup says, no, it isn’t.  2 



I’ll never get an answer.  And the only way of 3 



solving this is, since you’ve created this 4 



monster, somebody at the Energy Commission has to 5 



be responsible to make sure that, when there’s a 6 



problem, somebody makes sure that it gets 7 



addressed.  And in particular, if it’s a third-8 



party vendor where I’m sure the Commission staff 9 



now is thinking, “Well, we’ll be off the hook, 10 



they’ll have to support it,” but if it’s a third-11 



party vendor who only created an interface, 12 



that’s all he’s going to support.  And if I call 13 



him up and say I have some sort of problem, you 14 



know, it’s not coming up with the right 15 



calculation, and he says, “Well, we sent the data 16 



correctly to the next guy down the line, it’s not 17 



our problem.”  And so this person at the Energy 18 



Commission has to not only know their software, 19 



they have to know all the softwares so they can 20 



know how to figure out how to get the problem 21 



fixed.   22 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 23 



go on to George Nesbitt.  24 



  MR. NESBITT:  George Nesbitt.  I spent a 25 
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lot more time on low rise residential than 1 



nonres, but it is relevant.  The difference 2 



between this and the low rise residential product 3 



is you do not have to use this software, so 4 



EnergyPro hopefully will come in and get re-5 



approval for their nonres product within the next 6 



six months.  So just in case this does not move 7 



along enough, you know, we do have a backup plan.   8 



  What I really like, and I haven’t 9 



actually spent time playing with the software 10 



yet, is the Sketchup input interface, so one of 11 



the problems we have in this industry with energy 12 



modeling is it’s very easy to have a building 13 



here and create an energy model that is not that 14 



building.  So I don’t know if we wrote it 15 



anywhere, but ideally the compliance 16 



documentation would include some sort of picture 17 



of the graphical model, some sort of plan output, 18 



so that you can actually see that it is the right 19 



building, although my understanding is currently 20 



you can’t alter it within the calculation engine, 21 



but that doesn’t mean you couldn’t draw the wrong 22 



building.  And I’d also like the Sketchup for low 23 



rise residential.  That’s -- I imagine it can’t 24 



be that hard to do, but that’s been one of my 25 
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dreams as a graphical interface for my energy 1 



modeling, rather than having to go and figure it 2 



all out myself.   3 



  CHAIRMAN WEISENMILLER:  Martha, do you 4 



have any comments on either of the two question 5 



points?  6 



  MS. BROOK:  I guess I should comment on 7 



the support for the public domain software.  I 8 



think this is a pretty big issue that the 9 



Commission has to discuss, so I don’t want to 10 



provide an answer today, but you probably don’t 11 



remember, but back in September I did a 12 



presentation and, you know, I kind of went 13 



through the whole background and our vision for 14 



our software, and one of the things I 15 



deliberately said in that is that public domain 16 



software is limited by the amount of publicly 17 



available resources.  And the support for the 18 



software, like having somebody that answers phone 19 



calls from users for the software, we have never 20 



provided that support in the past historically, 21 



and we don’t have the resources to do that, and 22 



that’s one reason why we are trying to keep the 23 



public domain software at low or no cost, because 24 



we do not provide user support.  We’re providing 25 
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more user support today with Dee Anne Ross and 1 



other staff than we ever have in the past, which 2 



is great that we’re doing that, but we do have 3 



very significant limitations in that regard, and 4 



I don’t think we have mandated requirements to 5 



provide ongoing unlimited user support for public 6 



domain software.  It’s for better or for worse, 7 



you know, you get what you pay for in terms of -- 8 



what people are paying for in terms of that 9 



third-party software, they are paying in large 10 



part for user support and guidance and help 11 



through the process because the vendors that 12 



provide compliance software end up being very 13 



very good experts in implementing the Standards 14 



through the performance compliance approach and 15 



they give that counsel to their clients.  And 16 



that’s worth a lot of money and that’s built into 17 



the charges for their software.  We’re not doing 18 



the same thing, we’re not charging for the 19 



software, nor do we have the ability to provide 20 



unlimited support for it.  And so I think as an 21 



agency we need to decide if we’re still okay with 22 



that –-  23 



  CHAIRMAN WEISENMILLER:  We should have 24 



that follow-up conversation.  I think the two 25 











 



                                  CALIFORNIA REPORTING, LLC                                         109 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



obvious points are that obviously California has 1 



as a state a lot of capability in software.  Now, 2 



the bad news is that just about every major 3 



software project the State has done, even simple 4 



payroll systems, has been a total flop, so I’m 5 



not quite sure that saying we will somehow 6 



magically be able to deal with those questions, 7 



so we do come back to resources confidence and 8 



value.  But it’s certainly a good question.  9 



We’re certainly not going to resolve it today, 10 



but it’s certainly --    11 



  MR. SPLITT:  I’d just like to suggest 12 



that you’re assuming that if the third-party 13 



vendors are going to do this, you have to require 14 



it.  15 



  MS. BROOK:  Appreciate that.   16 



  COMMISSIONER MCALLISTER:  To some extent, 17 



you know, we have a large building industry in 18 



this state, it’s a big state, it’s a big economy, 19 



and that in and of itself provides some implicit 20 



need for these services.  And so, to the extent 21 



that non-Commission resources are brought to bear 22 



through that process, you know, to satisfy that 23 



demand, I mean, I think we want to sort of 24 



encourage that and know it’s happening and –-   25 
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  MS. BROOK:  And I think that’s 1 



historically what the Commission has done.  In 2 



terms of the whole laying out in Regulations how 3 



we will approve third-party software, we really 4 



are considering the marketplace to provide that 5 



need.  And the other thing is that the 6 



performance compliance approach does not have a 7 



requirement of being no cost.  It’s a choice, 8 



it’s a compliance choice that each building 9 



project owner and client or agent are making, and 10 



the cost of the software and the support of the 11 



software is part of that choice.  12 



  COMMISSIONER MCALLISTER:  You know, I 13 



think, again, that if we think about this as a 14 



program, that people actually have to participate 15 



in and they have to choose a path, we have to 16 



comply with Regulations, it has to do the right 17 



thing, that response to policy and statute in 18 



California, there are various paths to get us 19 



there, we want to design that process such that 20 



it is as accessible as possible while still 21 



maintaining the technical rigor.  And so we think 22 



about it as a program and choose a path that’s 23 



simpler or more straightforward, lower 24 



transaction costs, and then facilitate that path.  25 
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We don’t have to be the bottleneck within that 1 



path.  And so obviously that’s sort of a 30,000 2 



foot characterization of this, but I think not 3 



all paths are created equal and we want to be a 4 



participant and a driver, likely, of kind of 5 



having that develop in the marketplace.  I mean, 6 



clearly we’re a key Actor here, but we’re not 7 



going to be doing everything, and so we want to 8 



make sure that the other stakeholders in this 9 



that are doing pieces of it are qualified and 10 



doing the right job.  But thanks, a lot.  Any 11 



other comments?  I will move Item 8.  12 



  COMMISSIONER DOUGLAS:  Second.  13 



  MR. LEMEI:  Resolution.  14 



  COMMISSIONER MCALLISTER:  Sorry.  15 



  CHAIRMAN WEISENMILLER:  Okay, so we’re 16 



moving the Resolution.  17 



  COMMISSIONER MCALLISTER:  Moving the 18 



Resolution for Item 8.  19 



  COMMISSIONER DOUGLAS:  Second.  20 



  CHAIRMAN WEISENMILLER:  All those in 21 



favor of the Resolution for Item 8? 22 



  (Ayes.)  The Resolution for Item 8 is 23 



adopted.   24 



  MS. BROOK:  Thank you.  25 
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  COMMISSIONER MCALLISTER:  Thanks, Martha.  1 



  CHAIRMAN WEISENMILLER:  Practice, right?  2 



Okay, so let’s go on to Item 9, City of Lancaster 3 



Energy Ordinance.  Joe.   4 



  MR. LOYER:  Commissioners.  Joe Loyer.  5 



The City of Lancaster will provide Standards and 6 



Procedures with this Ordinance for builders of 7 



newly constructed residential buildings to 8 



install solar energy systems in an effort to 9 



achieve energy savings and greater usage of 10 



alternative energy with the goal for the city of 11 



being the first Net Zero City in the State of 12 



California.   13 



  The City of Lancaster submitted this 14 



application to the Energy Commission for approval 15 



to exceed the 2013 Building Energy Efficiency 16 



Standards, however, due to the proposed change of 17 



the implementation date of the 2013 Standards, 18 



staff recommends that the application be approved 19 



for both the 2008 Standards and the 2013 20 



Standards.   21 



  The cost-effectiveness analysis that was 22 



provided in the application by the City considers 23 



only the 2013 Standards; however, given that the 24 



2013 Standards are approximately 25 percent more 25 
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efficient than the 2008 Standards, it is staff’s 1 



opinion that any ordinance shown to be cost-2 



effective under 2013 Standards is definitively 3 



cost-effective under the 2008 Standards.   4 



  Therefore, staff recommends the 5 



application be approved for both the 2008 and 6 



2013 Standards and that the Energy Commission 7 



Resolution be signed.  Also, we have a 8 



representation from the City, Brian Ludicke, 9 



Planning Director, City of Lancaster.  10 



  CHAIRMAN WEISENMILLER:  Mr. Ludicke, 11 



please step forward.  We’d love to hear your 12 



presentation.  Thanks for coming today.  13 



  MR. LUDICKE:  Thank you.  We in the City 14 



are excited about this.  The City of Lancaster 15 



has a very firm and strong commitment to 16 



alternative energy development.  As indicated in 17 



the presentation, our Mayor, Mayor Parris, and 18 



the members of the City Council are determined 19 



that we will be the first Net Zero City in 20 



California.  At the present time, I did check 21 



before I left, we have approximately 50 megawatts 22 



worth of solar energy that is located within the 23 



City limits, counting both behind the meter types 24 



of projects and commercial-scale utility.   25 
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  Based on expected development of 1 



additional projects during the year 2014, we 2 



believe that that will be at about 200 megawatts 3 



by the start of 2015.  We feel that this 4 



component that is before you is an important part 5 



of that overall mix.  We certainly are supportive 6 



of the staff’s recommendation to you and we would 7 



ask for your concurrence.   8 



  CHAIRMAN WEISENMILLER:  Thank you very 9 



much.  Thanks for being here.  Commissioners, any 10 



questions or comments for this gentleman?  11 



  COMMISSIONER DOUGLAS:  Just a brief 12 



comment.  I’ve had the opportunity to visit the 13 



City of Lancaster and meet the Mayor and some of 14 



the senior City staff, and I just want to say 15 



that they are taking some very impressive 16 



leadership in the area of clean energy, and I’m 17 



pleased to see them arrive at this point where 18 



we’re considering approval of this item, and I’m 19 



looking forward to continued leadership from the 20 



City of Lancaster and continued partnership 21 



moving forward.  So thank you.  22 



  MR. LUDICKE:  Thank you.  23 



  COMMISSIONER HOCHSCHILD:  I’d just like 24 



to add, if you could convey to the Mayor, I 25 
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really think that Lancaster has distinguished 1 



itself by doing this, I think it’s quite 2 



uncommon, actually, for cities to come and go 3 



above and beyond the already rigorous standards 4 



that we’re setting, and I think this is a really 5 



a path breaking act, so I want to congratulate 6 



you and the rest of your team at the City for 7 



doing this.   8 



  MR. LUDICKE:  Thank you.  I will take the 9 



message back.   10 



  COMMISSIONER MCALLISTER:  I want to 11 



reiterate both of those comments and reinforce, 12 



you know, we do relatively routinely improve 13 



above and beyond types of initiatives in the 14 



Building Code by local jurisdictions.  You know, 15 



now that we’re really getting up there in terms 16 



of efficiency of new construction, it’s a bigger 17 



lift each round of Standards, and so you’re to be 18 



especially commended, I think, being first out of 19 



the gate in this upcoming round.  And you know, 20 



we talked a little bit about the marketplace, and 21 



sort of how it functions, well, the marketplace 22 



can’t really function if somebody is not out 23 



there demonstrating what’s possible.  And that 24 



provides a huge messaging benefit to California.  25 
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And so your leadership by example is really to be 1 



commended on that front, and we hope others will 2 



take notice and learn from you, and that you’ll 3 



be engaged with us going forward so that we can 4 



deepen that kind of involvement and uptick.  So, 5 



thank you.  6 



  MR. LUDICKE:  Thank you.  7 



  CHAIRMAN WEISENMILLER:  Chief Counsel? 8 



  MR. LEVY:  Yes, Chairman and 9 



Commissioners, I apologize, but just to make this 10 



easier for the Commission, just due to the nature 11 



of some of the items, there are written 12 



Resolutions for some of the items, but if we just 13 



make a record now that when you move to approve 14 



the item, if there is a written Resolution, that 15 



means that you’re moving to approve the written 16 



Resolution.  You don’t need to say it, we’ll just 17 



understand it, and I’ve made a record of it.  18 



Okay?  19 



  CHAIRMAN WEISENMILLER:  Thank you.   20 



  COMMISSIONER MCALLISTER:  Thank you for 21 



bailing me out, I appreciate that.   22 



  MR. LEVY:  We’ll make sure in the future 23 



that the agenda reflects that there’s a written 24 



resolution when there is one, it’s not, and so 25 
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that’s what the issue is.   1 



  CHAIRMAN WEISENMILLER:  Okay, thanks.  2 



Again, as Commissioner McAllister indicated, 3 



other cities certainly will move forward, you’re 4 



the first city, and we’re sure you’re not the 5 



last.  6 



  COMMISSIONER HOCHSCHILD:  I would move 7 



the item.  8 



  COMMISSIONER DOUGLAS:  Second.  9 



  CHAIRMAN WEISENMILLER:  All those in 10 



favor?  11 



  (Ayes.)  This Resolution also passes 12 



unanimously.   13 



  CHAIRMAN WEISENMILLER:  In terms of 14 



order, let’s go on to 10.  And Item 10 is New 15 



Solar Homes Partnership Guidebook.  And Le-Quyen.  16 



  MS. NGUYEN:  Hi, good afternoon Chairman 17 



and Commissioners.  My name is Le-Quyen Nguyen.  18 



I am the Renewable Energy Division’s Program Lead 19 



for the New Solar Homes Partnership Program.  I 20 



have with me Christa Salo from our Legal Office.  21 



  We are seeking your approval of our 22 



proposed revisions to the New Solar Homes 23 



Partnership Guidebook.  The New Solar Homes 24 



Partnership Program, also known as NSHP, provides 25 
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financial incentives to encourage the 1 



installation of eligible solar energy systems on 2 



new residential construction located in specified 3 



investor-owned utility territories.   4 



  The NSHP Program began in January 2007 5 



with the goal of installing 360 megawatts of 6 



solar by the end of the program in 2016.  Since 7 



the last major Guidebook revision in January 8 



2012, staff has received many comments from 9 



stakeholders to streamline the program.   10 



  A staff workshop was held on August 6th 11 



of this year to consider revisions for public 12 



comment.  A subsequent Draft NSHP Guidebook was 13 



posted for public comment on October 18th and it 14 



was well-received.  All stakeholder comments were 15 



extensively reviewed and vetted.   16 



  Staff is proposing a significant number 17 



of revisions and improvements to the NSHP 18 



Guidebook.  The purpose of these revisions is to 19 



streamline the program, encourage program 20 



participation, address stakeholder concerns, and 21 



align the NSHP Guidebook with current market 22 



conditions.  The proposed revisions include 23 



changes to the reservation and payment claim 24 



requirements, processes and required forms, the 25 
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incorporation of relevant portions of the overall 1 



program guidebook, the incorporation of the 2013 2 



Building Energy Efficiency Standards, changes to 3 



the Energy Efficiency Requirements and Processes, 4 



the creation of a Code compliant incentive level, 5 



as well as a modified incentive decline schedule 6 



and process, a standardized reservation period 7 



for virtual net metered projects, the creation of 8 



a partial payment option for projects that are 9 



also participating in their utilities’ energy 10 



efficiency new construction program, the 11 



consolidation of some application project types 12 



into a more flexible option for builders called 13 



Large Developments, the implementation of a 14 



reservation decrease schedule, the allocation of 15 



reservation funding to the project itself, not to 16 



the individual sites within the project, and 17 



finally, a Guidebook Effective Date of January 1, 18 



2014.   19 



  I respectfully request your approval of a 20 



Resolution for the adoption of the proposed 21 



revisions to the New Solar Homes Guidebook.  At 22 



this time, I would be happy to take any questions 23 



or comments you may have.   24 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 25 
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take public comment and then we’ll come back to 1 



you to respond to those, or if we have other 2 



questions for you.  So let’s start with Mike 3 



Hodgson.   4 



  MR. HODGSON:  Commissioners, Mike Hodgson 5 



representing CVIA.  There is a letter that is 6 



already in the docket, so I will not read the 7 



letter, but I want to highlight three basic 8 



areas.  We strongly approve the revisions to the 9 



New Solar Homes Partnership.  It’s the addition 10 



of the new Code Compliance Incentive Levels, the 11 



new partial payment options, and the flexibility 12 



being offered to those who want to go to 2013 13 



Standards early, those are very important to us 14 



and they’re in the Guidelines, and we appreciate 15 



those alterations or edits, and we support Agenda 16 



Item 10.   17 



  CHAIRMAN WEISENMILLER:  Thank you.  Troy 18 



Bevilacqua.   19 



  MR. BEVILACQUA:  Good afternoon, 20 



Commissioners.  Thank you for the opportunity to 21 



speak.  My name is Troy Bevilacqua, I work for 22 



the SunPower Corporation for the New Homes 23 



Business Unit, and we are here today to strongly 24 



support the adoption of the new Guidebook, which 25 
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we believe will help maintain the participation 1 



and expand participation in a successful program.  2 



Thank you.  3 



  CHAIRMAN WEISENMILLER:  Thank you for 4 



being here.  Fred Stefeng from Lennar  5 



  MR. STEFENG:  Thank you for having me.  6 



Mr. Chairman and members of the Commission, my 7 



name is Fred Stefeng and I’m the Vice President 8 



of Customer Experience of SunStreet Energy Group, 9 



which is a wholly owned subsidiary of Linnar 10 



Corporation, one of the nation’s leading home 11 



builders.   12 



  SunStreet is a new subsidiary of Linnar 13 



that owns and manages residential hosted solar 14 



systems included in production homes Linnar 15 



builds and sells today.  I am pleased to be able 16 



to offer these remarks regarding our views on the 17 



New Solar Home Partnership and recent proposed 18 



changes to the seventh version of its Guidebook.  19 



  First, a little background on Linnar.  20 



Our commitment to solar is evident in the more 21 



than 3,000 solar homes built since 2006, most of 22 



which are right here in California.  Importantly, 23 



these solar homes offered throughout the 24 



company’s California footprint generally cater to 25 
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first time homebuyers and move-up buyers, not the 1 



luxury segment.  Linnar is intently focused on 2 



affordability and affordability of solar.   3 



  Since the beginning of your program, 4 



Linnar has learned firsthand the benefits of the 5 



New Solar Home Partnership and the company has 6 



come to appreciate and admire the hard work of 7 



the program staff under the capable direction of 8 



Le-Quyen Nguyen.  One of the most important 9 



lessons learned is that consumers must understand 10 



the financial benefits of solar as much as they 11 



do the environmental ones.  In fact, our 12 



experience suggests that solar resonates more 13 



strongly as you move down the affordability 14 



scale, given that the monthly savings are that 15 



much more meaningful.  16 



  This bottom line approach inspired the 17 



creation of SunStreet and its unique PPA; the 18 



system installed at no additional cost on every 19 



SunStreet home provides each unit of solar energy 20 



back to the home owner at a guaranteed 20 percent 21 



discount to retail electricity rates for the next 22 



20 years.  We call it our Solar 2020 plan.  And 23 



it would not be possible today without the New 24 



Solar Home Partnership.   25 
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  To date, Linnar is rolling out this 1 



program in more than 80 communities in 2 



California.  Together, Linnar and Sunstreet make 3 



it affordable to the average home buyer.  Our 20 4 



percent discount guarantee in turn makes home 5 



ownership more affordable to the middle class 6 



Californians.   7 



  We have received numerous inquiries from 8 



areas around the country wanting Linnar to expand 9 



the program there.  Clearly, the work that we are 10 



pursuing here in California is setting the tone 11 



for the rest of the nation.  In a testament to 12 



the leadership of Governor Brown, the 13 



Legislature, the Public Utilities Commission, and 14 



this Energy Commission, who have enabled the 15 



creation of a compelling consumer focused program 16 



which guarantees discounts across all price 17 



points.   18 



  We have made several comments to this 19 



version of the Guidebook and thank the staff for 20 



accommodating many of our requested changes, 21 



including the final subdivision map change, the 22 



build-out schedules, and then the pooling of 23 



money within communities.   24 



  Separately, our trade association, the 25 
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CBIA, which has already spoke today, has made 1 



additional comments on behalf of the industry, 2 



which include but are not necessarily limited to 3 



the limitation of recapture requirements.  I will 4 



not address these remarks in the balance of the 5 



comments, other than to reiterate Linnar’s full 6 



support of these proposed changes.  These changes 7 



are integral in establishing a stable set of 8 



rules under which production businesses like 9 



Linnar can implement its long-term programs 10 



without the fear of the rules changing half-way 11 



through and reducing the administrative burden 12 



and cost implementing the program.   13 



  Ultimately, we believe these changes, if 14 



adopted, will provide a path to sustainable cost 15 



reductions as the NSHP sunsets.  As with any 16 



constructive partnership, we feel obliged to 17 



continue to make suggestions to improve this 18 



important program.  Specifically, we ask the NSHP 19 



to release existing solar reservations regardless 20 



of communities under which they were originally 21 



reserved to the earliest possible construction 22 



dates which meet the program requirements.  This 23 



portability of rebate at any community within the 24 



state should materially advance the original 25 
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objectives of the program.  Clearly, solar now is 1 



more valuable to Californians than solar later.   2 



  While we have discussed with staff the 3 



potential abuse here, we are sympathetic to the 4 



concern, but we also feel the benefits of 5 



accelerated adoption may outweigh the potential 6 



risks.  Therefore, we look forward to working 7 



with the Commission and the staff to find ways to 8 



redeploy existing reservations towards projects 9 



with more immediate timelines.   10 



  In closing, Linnar would like to 11 



reiterate its thanks to Governor Brown, the 12 



Legislature, the California Public Utilities 13 



Commission, and the Energy Commission and its 14 



staff for their steadfast support of the NHSP and 15 



the leadership underlining its current 16 



authorizations.  Together, we’re doing great 17 



things for California homeowners and at the same 18 



time showing the nation how solar can be 19 



affordable and environmentally helpful.  Thank 20 



you very much for hearing us.   21 



  CHAIRMAN WEISENMILLER:  Thanks for being 22 



here today.  Manuel Alvarez, Edison.    23 



  MR. ALVAREZ:  Good afternoon, 24 



Commissioners.  Manuel Alvarez, Southern 25 
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California Edison.  We filed a letter on Monday, 1 



I believe, and actually we’d like to support the 2 



adoption of the report today.  But I wanted to 3 



raise two issues that we presented to you.  4 



  The first issue deals with the grace 5 



period.  The proposal is to have 60 days grace 6 



period, I guess we’re asking for that to be 7 



eliminated given the nature of a New Homes Solar 8 



Program.  It deals with the occupancy when 9 



occupancy is taken on a particular piece of 10 



property in terms of it being complete.  If you 11 



give a grace period of 60 days, you’re basically 12 



moving from a new home to an existing home, and 13 



perhaps at that point the existing home should 14 



participate in the other solar programs, 15 



California’s Solar Initiative Program, instead of 16 



the New Homes Solar Program.  So that’s an issue 17 



we’d like you to consider.   18 



  The other issue is the Code Compliant 19 



Incentive.  We’re suggesting that the incentive 20 



be increased for those who go above Tier 1 and 21 



Tier 2 from the $.25 that you have currently, to 22 



an additional $.25, so make it $1.50 in total.  23 



And those are the two items we’re asking you to 24 



consider.  So with that, that’s it.  25 
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  CHAIRMAN WEISENMILLER:  Thank you.  We 1 



have at least one party on the phone.  Steve 2 



Zeretti of Solar Industries Association.   3 



  MR. ZERETTI:  Yes, thank you.  Can you 4 



hear me?  5 



  CHAIRMAN WEISENMILLER:  Yes.  6 



  MR. ZERETTI:  Great.  Good afternoon.  7 



Steve Zeretti with the Solar Energy Industries 8 



Association, which is a national group for the 9 



United States Solar Industry.  I just wanted to 10 



first say that our industry does deeply 11 



appreciate Commissioner McAllister’s leadership 12 



on what we feel are really the most fundamental 13 



revisions to this program since the program 14 



began.  To the industry, that signals a clear 15 



commitment to achieving the program’s megawatt 16 



goals that were set by the Legislature, so we do 17 



thank you and your staff for this hard work.   18 



  Now, as you’re aware, the cost for solar 19 



panels has declined drastically over the past 20 



years, and with that decline much of the 21 



industry’s focus is now turned to other 22 



improvements to decrease install costs, including 23 



reducing the industry’s soft costs such as 24 



permitting and regulatory requirements where this 25 
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may be feasible.   1 



  So at this point, we feel that the added 2 



flexibility for builders and streamline 3 



requirements provided as part of the Codes 4 



revisions will greatly alleviate the soft costs 5 



of this program and really ensure that ratepayers 6 



are able to more fully maximize incentive 7 



payments.   8 



  So SEIA and its member companies look 9 



forward to working closely with the Commission 10 



and staff as these revisions are implemented and 11 



we would certainly welcome the opportunity for 12 



further revisions and program tweaks to make sure 13 



that the program goals are met and the new 14 



housing solar market is transformed.  So thank 15 



you again for this.   16 



  Also, if I could, I’ve been asked by 17 



SolarCity to read some prepared remarks for the 18 



record.  They apologize for not being able to 19 



stay for this portion of the meeting, but they 20 



want to get their thoughts on the record.  21 



  CHAIRMAN WEISENMILLER:  That would be 22 



good.  I noticed they were on and then had 23 



dropped off, but if you could provide their 24 



comments, that would be good.  25 
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  MR. ZERETTI:  Yeah.  I’ll just read their 1 



prepared remarks briefly:  2 



“Solar City strongly supports the 3 



proposed revisions to the New Solar Homes 4 



Partnership Guidebook and sincerely thanks 5 



Commissioner McAllister for his leadership in 6 



recognizing the need to fundamentally reform 7 



and streamline the program in order to meet 8 



the 400 megawatt statutory goal of the 9 



program by 2016.  We believe that, in 10 



totality, the revisions, many of which were 11 



joint recommendations by the Solar and 12 



Building industries, reflect the realities of 13 



how homes are built and the long lead times 14 



and uncertainty associated with the 15 



construction cycle, housing market, and 16 



consumer demand.  Given the number of 17 



significant revisions, smooth implementation 18 



by staff and program administrators, and 19 



outreach to builders and the solar industry 20 



will be critical.  As such, SolarCity asks 21 



for close and continued dialogue with both 22 



industries, whether in an informal 23 



stakeholder group, or otherwise.  Meeting 24 



about 85 percent of the program goal in three 25 
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years will be daunting, so it is imperative 1 



that all stakeholders work collaboratively, 2 



and be forced to sit in the same room to 3 



ensure that we keep our eye on the prize.  We 4 



also look forward to working with the 5 



Commission on outstanding issues such as HERS 6 



verification, which we understand falls under 7 



the purview of another regulatory 8 



proceeding.”   9 



Thanks for the opportunity to speak.   10 



  CHAIRMAN WEISENMILLER:  Thank you.  11 



Staff, do you have any responses to comments or 12 



questions that were raised?  Or, actually, so 13 



George?   14 



  MR. NESBITT:  Yeah, I had a card, I 15 



thought I marked it.  George Nesbitt, HERS Rater.   16 



  CHAIRMAN WEISENMILLER:  Yeah, sorry.   17 



  MR. NESBITT:  I urge you to strike 18 



several items from the new Guidebook.  I’ve been 19 



a supporter of NSHP from the beginning and 20 



promoted it, even though CSI had larger rebates 21 



and you didn’t have to hire and pay for a HERS 22 



Rater.  I worked on many projects initially that 23 



the HERS Rater was never called out until 24 



construction was completed, yet, you know, I 25 
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always got the job done.  I’ve commented 1 



extensively at workshops and on previous 2 



Guidebook revisions, it took I think two years 3 



and three Guidebooks to get clarity that a HERS 4 



Rater is needed during rough construction as part 5 



of the program.   6 



  There are definitely positive changes in 7 



this Guidebook, but there are two that I think 8 



really are very difficult to stomach.  The one 9 



that is most difficult is waiving plan check for 10 



the new CABEC CEA designation.  For one, it’s not 11 



offered.  Of course, we just delayed the 2013 12 



Code and parts of this Guidebook, of course, are 13 



based on the 2013 Code.  But what waiving plan 14 



check will do is it opens up the program to fraud 15 



and incompetence and, yes, even by people who 16 



will be certified as CEAs that are currently 17 



CEPs, CEAs that have been doing this for decades.  18 



And I’ve watched it happen before my eyes.  I 19 



have lost work from solar installers because I 20 



have enforced your shading rules, and it cost 21 



them rebates, so I no longer get referrals.  22 



Waiving the plan check strikes at the credibility 23 



of a program.  If we’re giving away public money, 24 



we need to know, and the only way we know, 25 











 



                                  CALIFORNIA REPORTING, LLC                                         132 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



considering the lack of enforcement by local 1 



jurisdictions, is through utility rebate program 2 



plan checks -- not perfect, but a hell of a major 3 



step up.   4 



  The other issue is different rebate 5 



incentives for nonprofit versus for profit 6 



developers.  Every affordable housing project I’m 7 



aware of is a partnership, and often the 8 



nonprofit side, it’s the small part, the only way 9 



they build it is by partnering with people that 10 



are for profit, that have tax liabilities, and 11 



that can write off all the tax credits.  They 12 



have no incentive, for profit or not, to install 13 



solar systems on residents’ apartments if they 14 



don’t get any financial gain for it.  They have 15 



no incentive.  So to give them less money just 16 



doesn’t make sense.  Enough said.  17 



  CHAIRMAN WEISENMILLER:  Staff, any 18 



comments on the comments we’ve gotten.   19 



  MS. NGUYEN:  Yes.  So there were I 20 



believe four issues that were brought up, the 21 



first one was from Edison, they asked that we 22 



remove our 180-day allowance and change that to 23 



zero.  In the Guidebook, we had proposed changing 24 



that 180-day flexibility to 60 days, so allowing 25 
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a solar permit to be issued as long as it has 60 1 



days after the Certificate of Occupancy, and 2 



staff had moved forward with the 60 days instead 3 



of going forward to zero and talking to 4 



stakeholders, they were legitimate concerns that, 5 



you know, there are situations where it’s the 6 



intent to pull the solar permit prior to your 7 



Certificate of Occupancy; however, due to 8 



permitting delays that may be out of the 9 



applicant’s control, that permit may be issued 10 



after that Certificate of Occupancy.  And in 11 



those cases, they would not be eligible for the 12 



program.  In addition, there’s also instances 13 



where a builder may have decided not to go solar, 14 



and then, seeing the success in maybe another 15 



community, changed their mind at the last minute, 16 



and again it takes some time to pull a solar 17 



permit.  So having that 60 days in there does 18 



allow some flexibility to increase solar and 19 



transform the market.  In addition, it’s very 20 



likely that, if you’re pulling a solar permit, 21 



you know, very late, you’re not going to risk 22 



pulling that permit after your Certificate of 23 



Occupancy, knowing that it may not happen within 24 



the allotted timeframe, and so most people will 25 
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try and pull that permit prior to their 1 



Certificate of Occupancy.   2 



  The second issue that Edison brought up 3 



was increasing the Tier 1 from $1.25 to $1.50 a 4 



watt, they felt that the $.25 differential 5 



between the Code compliant incentive and the Tier 6 



1 incentive was not enough.  And so when we were 7 



looking at this, we did work with stakeholders to 8 



look at the amounts that we should provide to 9 



each incentive level, and what we have done is, 10 



for the Code compliant and the Tier 1, there is a 11 



25-cent differential, but then, for the Tier 2 to 12 



encourage people to go to that higher level of 13 



energy efficiency, for the 2013 standards, we did 14 



offer a higher incentive.  So instead of the 15 



normal $1.50, which would be a 50-cent 16 



differential, to begin the program or this Code 17 



compliant incentive, we changed that to $.75, 18 



which is actually $1.75 versus $1.00.   19 



  The next comment was from George Nesbitt 20 



regarding the plan check requirement being 21 



removed.  That was also something that we 22 



discussed extensively with stakeholders.  In 23 



terms of the plan check being removed, that’s 24 



only for 2013 Standards projects that have an 25 
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energy consultant who meets a certain 1 



certification.  As George mentioned, that 2 



certification won’t be available for some time 3 



until probably late next year, and so until that 4 



time we’re going to continue to do 100 percent 5 



plan checks.  Now, when it does come time where 6 



those 2013 Energy Consultants are available, the 7 



Energy Commission has still reserved the right to 8 



request a plan check for any project at any time.  9 



In addition, we have still kept in our Energy 10 



Efficiency Field Verification, so the HERS Rater 11 



will go out there during payment -- or prior to 12 



payment -- to make sure that whatever energy 13 



efficiency measures we were told would be 14 



installed were actually installed on that home.   15 



  The next issue that George Nesbitt 16 



brought up was the nonprofits versus for profit 17 



companies, so basically the tax exempt versus 18 



non-tax exempt companies.  If a company is tax 19 



exempt, then they qualify for a higher affordable 20 



housing incentive, and if a company is non-tax 21 



exempt, meaning they pay taxes, then they’re 22 



eligible only for our market-rate housing 23 



incentive.  And we felt that if you are a company 24 



that pays taxes, you have the option to take 25 
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advantage of the Federal Tax Credits and 1 



appreciation, whereas companies that do not pay 2 



taxes do not have that option to get those other 3 



benefits.  And so we thought, to make it more 4 



equitable and provide additional support for 5 



those companies that cannot take advantage of 6 



depreciation and Federal Tax Credits, we would 7 



still keep them with higher affordable housing 8 



incentives.   9 



  CHAIRMAN WEISENMILLER:  Thank you.   10 



  COMMISSIONER MCALLISTER:  So thanks for 11 



that presentation.  I want to commend Le-Quyen 12 



and the team for their tremendously hard work 13 



over a lot of months to work with my office and 14 



stakeholders to update the Guidebook.  And I’m 15 



very happy with where it’s at.  I feel just from 16 



a perspective of making the changes that are 17 



necessary to decreased transaction costs, to help 18 



people participate, but frankly without relaxing 19 



the rigor or the end result in any way, I 20 



believe, we’ve really kind of got our cake and 21 



now we’re in a position where we’re going to 22 



hopefully eat it.   23 



  So those opportunities in this 24 



environment are fairly rare, and I think this was 25 
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a clear place where acknowledging the fact that 1 



the housing market has changed from when this 2 



program originated back in the mid-2000’s, and 3 



updating it to meet the demands of the current 4 



marketplace -- when this program was first, you 5 



know, when SB1 and the CSI nexus sort of first 6 



came into being, we were in a very different 7 



place in the housing market, and there was a 8 



feeling that imposing lots of sort of somewhat 9 



external, or additional requirements onto the new 10 



construction industry with respect to the process 11 



for applying to this program, and really linking 12 



it very tightly with energy efficiency, I mean, I 13 



think there were decisions along the way that -- 14 



I’m not calling them bad decisions, but I think 15 



it burdened the program with a lot of 16 



requirements that, at the end of the day I think 17 



we’ve seen in hindsight limited participation and 18 



increased transaction costs, and we are trying to 19 



fix that now with this Guidebook Update.  In no 20 



way minimizing the fact that those items are good 21 



things to do, but really just recognizing that 22 



there are other forums in which many of them need 23 



to be treated.  And so I feel like if you do the 24 



numbers, we in order to meet the goals, the 25 











 



                                  CALIFORNIA REPORTING, LLC                                         138 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



megawatt goals of this program, we need to get 1 



solar onto a high percentage of upcoming new 2 



construction, residential construction in the 3 



state.  And in order to meet that need, in order 4 



to get very high participation rates, we needed 5 



to think outside the box, and I think we’ve done 6 



that.  We’ve added a compliance-only tier, it’s 7 



not exactly compliance only, it’s compliance with 8 



energy efficiency only, not counting the solar in 9 



the compliance path, but it is a more entry-level 10 



participation that is going to be a lot more 11 



doable, and that enabled us to then streamline in 12 



other ways.  So I feel that hopefully we’re going 13 



to see the kinds of participation that we believe 14 



is going to happen.   15 



  So, anyway, rather than go on, I want to 16 



commend the staff.  I’m really excited to see the 17 



new iteration of the program, I’m really excited 18 



to keep working on any details that come up that 19 



need further consideration, I’m sure -- I know 20 



there are some, but you know, the guiding 21 



principle in this program really needs to be 22 



let’s do what it takes to make it work, let’s do 23 



what it takes to get people to participate, to 24 



get solar on new construction, and achieve the 25 
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market transformation that we’re all looking for.  1 



And that’s been the intent all along, and I think 2 



now operationally we’re much more likely to make 3 



that happen in the timeframe we must.  So, again, 4 



thanks to staff and certainly looking forward to 5 



continuing to hold hands with the stakeholders 6 



and work with staff to make it happen.   7 



  COMMISSIONER HOCHSCHILD:  I just wanted 8 



to add my thanks actually to Commissioner 9 



McAllister for pioneering this.  I think this is 10 



exactly the kind of fresh look -- we have a 11 



tendency as people to kind of do the same thing, 12 



you know, because we’re comfortable doing what we 13 



were doing before, and I just feel like this is 14 



actually a very important milestone in the 15 



program.  And Commissioner McAllister and I first 16 



met in 2007 when we served on the New Solar Homes 17 



Advisory Committee under Chair Pfannenstiel, and 18 



it’s just important to look back for a minute 19 



where we were at that time.  There was literally 20 



zero percent adoption of solar in new home 21 



construction, it wasn’t happening at all.  And 22 



today we have very large players, some of them in 23 



the room today, Linnar and others, who are 24 



adopting this.   25 
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  With that said, we are still far behind 1 



where we need to be and we’re I think going to be 2 



lucky to get to 15 percent of new homes built 3 



with solar, the goal was to get to 50 percent a 4 



year from now, so we have a long way to go, and 5 



Le-Quyen, I want to thank you in particular, you 6 



gave me a briefing on this a few days ago, and I 7 



just feel like this is going to be a much more 8 



friction-free process and I’m very impressed with 9 



your team’s work, and I’ve seen you and the rest 10 



of your team listen to a number of stakeholders 11 



and digest those comments and put together this 12 



packet, so thank you.  And thanks to you, 13 



Commissioner McAllister.   14 



  COMMISSIONER DOUGLAS:  I’ll just briefly 15 



say, as well, this isn’t new either, but I want 16 



to join Commissioner Hochschild in thanking 17 



Commissioner McAllister for his leadership on 18 



these Guidebook provisions and thanking staff.  I 19 



think that this was needed and this is going to 20 



help us working with the industry, working with 21 



the solar and the building industry and other 22 



stakeholders to meet our goals for solar, help 23 



move the market forward by reducing transaction 24 



costs, by maintaining rigor, but making the 25 
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program work more effectively; I think that we’re 1 



going to see results for a longtime to come, so 2 



this is -- I definitely strongly support this.  3 



  COMMISSIONER MCALLISTER:  One brief 4 



point.  So the other thing I want to say, I 5 



think, it’s sort of a meta message, it’s not 6 



specific to this program and the changes in this 7 



particular Guidebook, but I do think the Energy 8 



Commission historically has had a certain sort of 9 



Code, you know, Title 20, Title 24, citing a few 10 



core responsibilities that we’re all familiar 11 



with.  As things become in many ways more 12 



complex, or at least more vertical where there’s 13 



a small scale, there’s everything from the 14 



largest power plants down to the individual new 15 



home, you know, 1 kilowatt solar system, and when 16 



we’re talking about Smart Grid, we’re talking 17 



about a lot of demands on the electric system 18 



that all the agencies are engaged on, I think, at 19 



a granularity that is unprecedented.   20 



  And the needs of policy and particularly 21 



implementation of policy are changing, and I’m 22 



excited about this area as an example of kind of 23 



the competence in interactions with the 24 



marketplace and kind of running programs that 25 
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work, and that people feel they get a proper 1 



treatment, and it enables us to turn around, be 2 



more flexible, and sort of more quick on our 3 



feet.  And so I think, no pressure to the team 4 



here, but I do think that, as we’re being asked 5 



to do more things, that are increasingly market 6 



oriented, we need to keep in mind at the 7 



Commission that our stakeholders are out there 8 



and have a lot of valid things to say, and that 9 



listening and being flexible in the right way is 10 



something that is also good for policy 11 



implementation, and good for the state, 12 



basically.  So I think this is one example of 13 



sort of a program administration role that’s 14 



relatively new for the Commission, that is I 15 



think something we really need to show our 16 



competence in and ensure that we’re confronting 17 



these new issues with the right capabilities.  18 



And I think, in this case, we absolutely are.   19 



With that, I’ll move Item 10.  20 



  COMMISSIONER SCOTT:  Oh, I was just going 21 



to pile on the thanks to you for the great job 22 



that you did and to Le-Quyen for the excellent 23 



briefing a couple days ago, as well.  24 



  CHAIRMAN WEISENMILLER:  Ditto.  25 
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  COMMISSIONER SCOTT:  I’ll second.  1 



  CHAIRMAN WEISENMILLER:  Okay, so we have 2 



a motion and it’s been seconded.  All in favor? 3 



  (Ayes.)  This item passes unanimously.  4 



  CHAIRMAN WEISENMILLER:  Okay, let’s go on 5 



to Item 11, TREXA Corporation.  Michelle Tessier.  6 



This is going to be ARFVTP Funding and this is a 7 



$2,447,653 grant.  8 



  MS. TESSIER:  Good afternoon, 9 



Commissioners.  My name is Michelle Tessier and I 10 



work in the Emerging Fuels and Technologies 11 



Office.   12 



  COMMISSIONER MCALLISTER:  Could you put 13 



the microphone just a little bit closer?  Great.  14 



  MS. TESSIER:  Today’s staff is seeking 15 



approval of a Grant Agreement with TREXA 16 



Corporation for $2,447,653 in Alternative and 17 



Renewable Fuel and Vehicle Technology Program 18 



funds.  TREXA will provide the same dollar amount 19 



in match funds for this project.   20 



  TREXA Corporation, a California-based 21 



manufacturing company will build-out and validate 22 



a pilot production assembly line to manufacture a 23 



cost competitive All-Electric Vehicle Platform 24 



which will be integrated into a variety of non-25 
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road and fleet applications.  This project will 1 



enable specialty vehicle developers to design and 2 



build custom vehicles for their fleets, 3 



specifically using the TREXA Electric Drive 4 



Platform.   5 



  The goal of this project is to develop a 6 



sustainable zero carbon transportation platform 7 



available for multiple uses in order to expand 8 



the number of electrical vehicles available for 9 



fleets, public agencies, businesses, and 10 



citizens, and accelerate the adoption of electric 11 



vehicles in California.   12 



  It is anticipated that TREXA will have 13 



the capacity to produce their Electric Vehicle 14 



Platform in quantities of 100 units per month 15 



starting in mid-2014.  They’re located in San 16 



Pedro, California, at the Port of Los Angeles.  17 



This project will be part of PortTech Los 18 



Angeles, which is a business incubator focused on 19 



clean technology at the Port in Southern 20 



California.   21 



  The project is expected to immediately 22 



and directly support 26 jobs; in addition, it 23 



will create 50 indirect jobs during the project, 24 



and over 100 new jobs once the facility is fully 25 
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staffed and operational.   1 



  In closing, staff asks the Commission to 2 



support the approval of Agenda Item 11 for a 3 



grant agreement with TREXA Corporation in the 4 



amount of $2,447,653.  I am available to answer 5 



any questions you may have, and also, Seth 6 



Seaberg, CEO of TREXA, is on the phone to answer 7 



any questions you may have.   8 



  CHAIRMAN WEISENMILLER:  Mr. Seaberg, 9 



thanks for being on the phone.  I don’t know if 10 



you want to say anything at this stage, or just 11 



wait for questions.   12 



  MR. SEABERG:  I’m happy to just say right 13 



off the bat that we are very grateful for this 14 



award and the opportunity to work with the Energy 15 



Commission and be a part of California’s effort 16 



to create jobs and bring new Electric Vehicle 17 



Tech to the global market.  You know, in 18 



California we’re clearly the leader in the 19 



technology R&D, and the way we see it going, that 20 



we’re moving into an era that’s going to make our 21 



state the leader in sustainable manufacturing, as 22 



well.  So I’m happy to answer any questions about 23 



our business and the opportunity here.   24 



  CHAIRMAN WEISENMILLER:  Thank you. 25 
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Commissioners, any questions or comments?   1 



  COMMISSIONER SCOTT:  I will move Item –- 2 



  COMMISSIONER HOCHSCHILD:  I’m sorry, just 3 



-- where will the manufacturing line be?  4 



  MR. SEABERG:  Well, this is an amazing 5 



story, there is an incredible transformation 6 



taking place at the Port of Los Angeles in the 7 



San Pedro area, and what’s happening is an effort 8 



to modernize these amazing turn of the century 9 



facilities and attract sustainable businesses and 10 



manufacturing companies, and our facility is 11 



located in an incredible building at the original 12 



Port of Los Angeles in City Dock number 1.  And 13 



we’re basically going to be the tip of the spear 14 



as far as productivity and job creation goes over 15 



the next couple years.  I was just down at the 16 



site yesterday for a planning meeting with our 17 



contractors and the building is like something 18 



out of a movie set, huge space, steel trusses, a 19 



railroad outside the doors on the loading dock, 20 



it’s very exciting.  And there’s going to be a 21 



big marine research and development center being 22 



put in there over the next five years, funded 23 



initially by the Annenberg Foundation, so there’s 24 



a lot going on down there.   25 
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  COMMISSIONER HOCHSCHILD:  Great.  Thank 1 



you.   2 



  COMMISSIONER DOUGLAS:  Okay, well, I’ll 3 



move approval of Item 11.  4 



  COMMISSIONER SCOTT:  Second.  5 



  CHAIRMAN WEISENMILLER:  All those in 6 



favor?  7 



  (Ayes.)  This item also passes 8 



unanimously.  9 



  CHAIRMAN WEISENMILLER:  Let’s go on to 10 



12, California Employment Development Department.  11 



And this is an Amendment to Interagency Agreement 12 



600-08-008, Augment Funds by $950,000, and this 13 



is also ARFVTP funding. Dave Nichols, please.   14 



  MR. NICHOLS:  Good afternoon, 15 



Commissioners.  My name is David Nichols and I’m 16 



with Fuels and Transportation Department, 17 



Workforce Development.  We’re here today as staff 18 



seeking your approval to augment $950,000 in 19 



funding in the second amendment to our agreement.   20 



  We are going to be revising the scope of 21 



work to include a Career Ladders Program, which 22 



is a pilot project to promote career interest in 23 



Alternative Fuels and Vehicle Technologies.   24 



  In addition, we will be funding some 25 
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additional work with the RICO program, the 1 



Regional Industry Clusters of Opportunity, and 2 



Labor Market Information Division.  Included in 3 



those funds will also be, after the Career 4 



Ladders Program project, will be an 5 



implementation of that program.  This is coming 6 



into the closing time of our contract over the 7 



next two years with them that was started in 8 



2009, and this is a program that we feel very 9 



excited about, especially the Career Ladders 10 



Project, to help pre-college students get 11 



involved in the Alternative Fuels Program.   12 



  And staff is seeking your approval for 13 



this.  I am available to answer any questions.  14 



  COMMISSIONER DOUGLAS:  Thank you.  15 



Questions or comments?   16 



  COMMISSIONER SCOTT:  I do have a comment.  17 



I think that this is very exciting, that we have 18 



the opportunity to have students and workers 19 



today, kind of have the opportunity to be trained 20 



in the technologies that are going to help us 21 



transform the transportation sector.  Maybe some 22 



of the folks who have the potential to get 23 



trained in either the Career Ladders Pilot 24 



Project, or in some of the workforce training, 25 
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might get to work at something exciting like the 1 



project that we just approved on Item 11, and so 2 



it’s kind of neat to see these two items 3 



together.   4 



  COMMISSIONER DOUGLAS:  Thank you.  Is 5 



there any public comment?  All right, do we have 6 



a motion?   7 



  COMMISSIONER SCOTT:  I’ll move this item.  8 



  COMMISSIONER HOCHSCHILD:  Second.  9 



  COMMISSIONER DOUGLAS:  All in favor?  10 



  (Ayes.)  The item passes four to zero.  I 11 



suspect when the Chair returns in a moment, we’ll 12 



see if he’d like to add on.   13 



  COMMISSIONER DOUGLAS:  Let’s go on to 14 



Item 13.   15 



  MR. ALDAS:  Good afternoon, 16 



Commissioners.  My name is Rizaldo Aldas, I’m 17 



with the Energy Research and Development Division 18 



and I am here to seek your approval for the 19 



amendment to the agreement with the Sacramento 20 



Municipal Utilities District for the 21 



implementation of Phase 2 of the project, which 22 



this one involves solar energy.   23 



  The project with SMUD is funded by the 24 



DOE’s American Recovery and Investment Act of 25 
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2009, and the PIER Program is providing funding 1 



as a support of ARRA and to leverage that fund 2 



into California.   3 



  The goal of this project is to 4 



demonstrate and deploy renewable energy 5 



technologies with a target capacity of about 5.2 6 



megawatts coming from four different facilities, 7 



one in solar energy, the other is co-digestion of 8 



fats, solids and grease, and liquid food waste, 9 



and then dairy waste from anaerobic digesters.   10 



  The Phase 1 of the project involved the 11 



task or sub-projects that are CEQA-exempt, so 12 



when we presented this project for Business 13 



Meeting approval in May of 2012, it was expected 14 



that it will be coming back for another Business 15 



Meeting to seek your approval once that CEQA had 16 



been completed.  And in May of this year, 2013, 17 



the City of Sacramento approved the project along 18 



with the adopted and mitigated Negative 19 



Declaration that was adopted earlier and filed 20 



during this determination.   21 



  The staff recently got those documents, 22 



we reviewed along with our legal staff, and we 23 



concurred we found them adequate, and so with 24 



that, the solar energy component is ready to move 25 
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forward with your approval.   1 



  The solar energy project will be located 2 



in the Southwest Landing Parking 28th Street 3 



Landfill, with a capacity of 1.4 megawatt and to 4 



be developed and operated by the company Conergy 5 



under a lease agreement with the City of 6 



Sacramento.  I am ready to answer any questions 7 



you may have.   8 



  CHAIRMAN WEISENMILLER:  Thank you.  9 



First, for the record, would you add my vote as a 10 



yes on Item 12?  Thank you.  Okay, Commissioners, 11 



any questions or comments?  Is there anyone from 12 



SMUD on the line, I guess, is the other question.  13 



  COMMISSIONER HOCHSCHILD:  I was just 14 



wondering what the cost is.  It says it’s 15 



exceeded $5 million?  It doesn’t say what our 16 



contribution is.  17 



  MR. ALDAS:  The funding from the 18 



Department of Energy for the overall project, 19 



from all those facilities, is $5.05 million and 20 



the PIER funding is providing $500,000.  That was 21 



approved in 2012, so in this amendment we are not 22 



going to ask any new funding or any changes in 23 



the terms.  24 



  COMMISSIONER HOCHSCHILD:  Got it, okay.  25 
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Thank you.  1 



  CHAIRMAN WEISENMILLER:  Anyone from SMUD 2 



on line or here?  Commissioners, any other 3 



questions or comments?   4 



  COMMISSIONER HOCHSCHILD:  I would move 5 



the item.  6 



  COMMISSIONER MCALLISTER:  I’ll second.  7 



  CHAIRMAN WEISENMILLER:  Okay.  The item 8 



has been moved and seconded.  What is your vote?  9 



  (Ayes.)  This item also passes 10 



unanimously.   11 



  CHAIRMAN WEISENMILLER:  Let’s go on to 12 



14.  Alternative Energy Systems Consulting, Inc.  13 



And this is Contract 500-13003 and this is 14 



$450,000, and this is RRTF funding, and James 15 



Folkman, please.  16 



  MR. FOLKMAN:  Thank you very much.  Good 17 



afternoon, Chair Weisenmiller and Commissioners.  18 



My name is Jim Folkman of the Renewable Energy 19 



Division.  Energy Commission staff is seeking 20 



possible approval of a contract with Alternative 21 



Energy Systems Consulting, known as AESC, for 22 



$450,000, to provide technical assistance for 23 



Senate Bill 1, Eligible Solar Equipment Lists.  24 



Senate Bill 1, also known as SB1, requires the 25 
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California Energy Commission to establish and 1 



maintain eligible criteria and conditions for 2 



incentives in rating standards to qualify for 3 



ratepayer funded solar energy incentives.  As 4 



required by SB1, and in order to implement the 5 



new Solar Homes Partnership, the Energy 6 



Commission maintains lists of Solar Voltaic 7 



Modules, lists of Inverters, lists of System 8 



Performance Meters, and lists of other Solar 9 



Electric Generating technologies.   10 



  These lists are used to help determine 11 



what equipment should be considered eligible to 12 



receive incentives through the California Solar 13 



Programs.  These programs included NSHP, the 14 



California Solar Initiative, and California 15 



Publicly Owned Utilities Solar Programs.     16 



  Approval of this contract with AESC will 17 



assist the Energy Commission in maintaining its 18 



list of eligible equipment required by SB1.  AESC 19 



was identified through Competitive Bid process 20 



and is a qualified contractor to provide the 21 



needed technical assistance to the Energy 22 



Commission.  The approval of this agreement with 23 



AESC will facilitate the Energy Commission’s 24 



ability to continue the successful implementation 25 
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of NSHP, and will assist Energy Commission to 1 



continue fulfilling its SB1 mandate to establish 2 



and maintain eligibility criteria for 3 



California’s solar electric incentive programs.   4 



  I’d like to thank you for your time and 5 



consideration and ask you if there are any 6 



questions.   7 



  COMMISSIONER MCALLISTER:  I’m wondering, 8 



AESC, do they have a representative here?   9 



  MR. FOLKMAN:  I’m not sure.  Maybe 10 



they’re going to be here or possibly on the 11 



phone, but I don’t know if they’re here.   12 



  COMMISSIONER MCALLISTER:  Okay, nobody on 13 



the phone.  I just wanted to point out what a 14 



terrific resource this is because, you know, it 15 



turns out people across the nation use this list, 16 



little did we know, that we developed for our 17 



programs here in California, and it’s not an 18 



insignificant list, and I think there’s actually 19 



a lot of – you know, the folks at Department of 20 



Energy are aware of this thing, and I think the 21 



Energy Commission has really taken on leadership 22 



in this area, that’s terrific.  At the same time, 23 



it would be nice to sort of share the wealth over 24 



time and sort of make it -- if it is indeed a 25 
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national resource, maybe there’s a pathway to 1 



make it explicitly a national resource.  But for 2 



the moment, I’m really happy that the Renewables 3 



Division has put forward on this and certainly 4 



have confidence that the contractor will do a 5 



good job obviously with your oversight.  6 



  MR. FOLKMAN:  Thank you.  7 



  CHAIRMAN WEISENMILLER:  This may be a 8 



good job for NREL.   9 



  COMMISSIONER MCALLISTER:  NREL actually, 10 



you know, refers to it quite often.   11 



  COMMISSIONER HOCHSCHILD:  Mr. Chairman, 12 



if I could just add that I agree with 13 



Commissioner McAllister, it is actually a 14 



national resource and is very important.  One of 15 



the things I’m personally very concerned about 16 



going forward is consumer protection.  If you 17 



look back in the solar industry in California, 18 



you know, what happened in the early 1980’s with 19 



solar thermal systems that were deployed, very 20 



poorly built in a number of cases, and when they 21 



failed, it really stained the entire industry for 22 



decades.  And actually beyond just solar thermal, 23 



but also PV, I think, really suffered from that.  24 



So it will really undermine our success long term 25 
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with renewables if we have failures of equipment.  1 



And now that we’re at the sunset of the SB1 2 



program, you know, I guess the question I would 3 



maybe pose to the Executive Director to maybe 4 



come back to us with some thoughts on is, how do 5 



we -- so there’s no leverage basically to require 6 



this high quality equipment to be used once the 7 



incentive is gone, right?  And I’m just 8 



wondering, you know, looking ahead and ensuring 9 



we can use this resource going forward, what 10 



steps we ought to be considering as a state, for 11 



example, make a condition of interconnection or 12 



net metering, rather than just the incentive 13 



payment, right?  So that’s kind of a question on 14 



my mind.  How do we keep a high level of consumer 15 



protection for equipment quality?  16 



  CHAIRMAN WEISENMILLER:  Yeah, that’s a 17 



very good topic.  I mean, one of the more hidden 18 



parts of my resume was my work on solar thermal 19 



in the first Brown Administration, and yeah, it’s 20 



really important, it’s one of the things which I 21 



think most people up on the dais are aware, we 22 



really stepped up the compliance effort with 23 



Kourtney Vaccaro and Commissioner Douglas really 24 



helping everywhere on compliance.  And so 25 
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certainly we want to be tough, but fair, but the 1 



basic message -- as you say, it’s even worse when 2 



you look at it and say these are conditions for 3 



programs, which if they go away, what happens 4 



next?  But certainly the basic message is on, 5 



where we have programs, New Solar Homes or 6 



whatever, basic message is, yeah, we’re going to 7 



be tough, but fair, to make sure that consumers 8 



are protected.  Rob, do you have ideas, or is 9 



this something where you and Kourtney and 10 



Commissioner Douglas may want to have a 11 



conversation and come back to us later?  12 



  MR. OGLESBY:  Let me just add at this 13 



point, yes, but let me add at this point I think 14 



this even can be framed in a larger issue because 15 



consumer protection issues, both in terms of not 16 



only the technology itself, but the performance 17 



of those in the marketplace, particularly related 18 



to warranties and things like that, might also be 19 



added to this conversation, might be brought to 20 



you as Lead Commissioner and developed and 21 



workshopped.   22 



  COMMISSIONER MCALLISTER:  I wanted to 23 



just ask on that, I totally agree, and I also 24 



feel like to the extent that we run some kind of 25 











 



                                  CALIFORNIA REPORTING, LLC                                         158 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



program, that we can help think about the policy 1 



issues, but really this is an interagency 2 



discussion about consumer protection to the 3 



extent that local POUs and IOUs do 4 



interconnection and work with their customers, 5 



and there are some sort of moments of incidents 6 



in the marketplace where there is some influence, 7 



whether that’s a rebate program, or some other 8 



place like interconnection as you suggest, I 9 



think really is sort of a market management 10 



discussion that’s even beyond these walls.  And 11 



to the extent that we keep the list, we must be 12 



involved there and we have responsibility for 13 



that piece.  But there are a lot of other 14 



stakeholders here that I think also are going to 15 



at least need to be consulted and the agencies 16 



kind of have a little bit of a matrix discussion 17 



about what that looks like in practice because we 18 



all are concerned about, as you point out, 19 



consumer protection, I mean, it is something that 20 



we sort of don’t put as a top priority at our 21 



peril.   22 



  COMMISSIONER DOUGLAS:  I’ll just say 23 



briefly that I agree, this is a really important 24 



issue and a broader issue, and one that’s worth 25 
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following up on.   1 



  COMMISSIONER MCALLISTER:  So I will move 2 



Item 14.   3 



  COMMISSIONER HOCHSCHILD:  Second.  4 



  CHAIRMAN WEISENMILLER:  All those in 5 



favor? 6 



  (Ayes.)  This item also passes 7 



unanimously.   8 



  CHAIRMAN WEISENMILLER:  Let’s go on to 9 



Item 15.  Trustees of the California State 10 



University, Possible approval of the 12 highest 11 



grant ranking applications totaling $1,135,862.  12 



PIER funding.  Raquel Kravitz, please.   13 



  MS. KRAVITZ:  Good afternoon, 14 



Commissioners.  My name is Raquel Kravitz from 15 



the Energy Research and Development Division for 16 



the Energy Innovation Small Grants Program, 17 



commonly known as EISG.  Staff seeks approval for 18 



funding the 12 highest grant applications 19 



totaling $1,135,862 from the Public Interest 20 



Energy Research Program, EISG Solicitation 1302.  21 



There are two projects totaling $190,000 under 22 



Transportation-Electric, one project totaling 23 



$94,407 under Transportation-Natural Gas, three 24 



projects totaling $285,000 under Natural Gas, and 25 
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six projects totaling $566,455 under Electricity.   1 



  These grants were selected and capped at 2 



$95,000.  So let me give you a little bit of a 3 



background on the process for this program.  Each 4 



solicitation goes through multiple levels of 5 



review; first, it goes through an administrative 6 



review, then goes through a technical review.  7 



After the technical review, it goes through a 8 



program technical review where the program 9 



technical review will recommend projects to the 10 



Energy Commission for funding.   11 



  For Solicitation 1302, here is the 12 



breakdown:  so there were 42 grant applications 13 



that were received for consideration, from that 14 



42, there are 25 that passed the initial 15 



screening that advanced to technical review, and 16 



from the 25, there are 20 that exceeded the 17 



required score and the technical review that 18 



moved to program technical review.  From the 19 



program technical review board meeting, there are 20 



12 proposals that are being recommended for 21 



funding.   22 



  So out of the 12 proposals, here is the 23 



breakdown with respect to PIER R&D research 24 



areas:  So the six grants in Electricity, there 25 
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are two in building and use technology, there are 1 



four in renewable technologies, and the three 2 



projects in natural gas, there’s one in natural 3 



gas energy efficiency and two in renewable 4 



technologies.  The two projects under 5 



Transportation Electricity, there’s one in 6 



electric vehicle grid integration, and the other 7 



in electric vehicle battery management and 8 



technology.  The one project for natural gas is 9 



in vehicle technology.   10 



  I will be more than happy to answer any 11 



questions that you may have about the EISG 12 



program or any of the 12 projects that are being 13 



recommended for funding.  And in the audience 14 



today, we have Mr. Huang, one of the recipients 15 



under Item 15(C)(2) on the agenda, who would like 16 



to speak.   17 



  CHAIRMAN WEISENMILLER:  Thank you very 18 



much.  Mr. Huang, why don’t you come up and 19 



speak?  20 



  MR. HUANG:  Good afternoon, 21 



Commissioners.  My name is Lee Huang.  I’m with 22 



Eneron, Inc.  We are a company that produces 23 



energy efficient equipment for commercial 24 



kitchens.  As you know, commercial kitchens are a 25 
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place where energy use is very intense.  It’s 1 



three or four times intense use compared to the 2 



other area of the commercial building.  And 3 



therefore we have our efforts in improved 4 



efficiency in the commercial kitchen.  And the 5 



first quarter we have is the Turbopot and would 6 



like to thank you for supporting the rebate 7 



program from SoCal Gas giving on the Turbopot 8 



last year, and which is the pioneer program that 9 



rebates on pots and pans in your kitchen.  So 10 



that program has started to have other utilities 11 



in the country to provide the rebates on the 12 



turbopot, as well, and then we started good 13 



market directions, and now the Turbopot is 14 



reducing tens of millions pounds of CO2 emissions 15 



in the country.   16 



  In the process of promoting the Turbopot, 17 



we come across different innovative ideas and 18 



this is where the Innovative Small Grant Program 19 



can come in to help out because, with a small 20 



company, we have limited resources.  And with the 21 



program’s support, we will be able to engage the 22 



innovative idea early on and we will be able to 23 



put that in practice and to save energy use in 24 



California and later on in the nation, or in the 25 
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whole world.  So thank you again for the chance 1 



to work with you on the Innovation Small 2 



Programs.   3 



  CHAIRMAN WEISENMILLER:  Thank you.  4 



Thanks for being here.  Certainly this program 5 



has had a great record.  I think maybe you’ve 6 



seen Jim Sweeney’s backup on this in terms of 7 



what it’s done, in terms of really taking these 8 



dollars and leveraging them with additional 9 



dollars, and ultimately jobs.  So, again, it’s 10 



really been one of our home runs in the R&D area.  11 



Commissioners, do you have any questions or 12 



comments on these items?   13 



  COMMISSIONER DOUGLAS:  No, just to say 14 



that it’s always nice to see these items come 15 



forward because this is a very exciting part of 16 



the R&D Program.  So I will move approval of Item 17 



15, then.  18 



  COMMISSIONER SCOTT:  Second.  19 



  CHAIRMAN WEISENMILLER:  All those in 20 



favor?  21 



  (Ayes.)  Great.  This has been approved 22 



unanimously.  Thank you for your efforts.   23 



  CHAIRMAN WEISENMILLER:  Okay, so we saved 24 



the best for last.  Let’s take up the California 25 











 



                                  CALIFORNIA REPORTING, LLC                                         164 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



Energy Demand, 2014 to 2024 Final Forecast.  And 1 



this is Chris.  Some last minute issues have come 2 



up –- I’m trying to remember if it was Friday or 3 



Saturday -- so I’ve been encouraging Chris and 4 



the utilities to try to work through the issues.  5 



So there’s been, with all the other issues, an 6 



opportunity to make some progress on that while 7 



we were dealing with the rest of the agenda.  8 



Please, Chris.  9 



  DR. KAVALEC:  Good afternoon.  I’m Chris 10 



Kavalec from the Demand Analysis Office.  And I’m 11 



here to propose adoption of the 2014 to 2024 12 



California Energy Demand Electricity and Natural 13 



Gas Forecast for California, or CED 2013 for 14 



short.  I’m going to make a brief presentation 15 



and just touch on the forecasting process, show 16 



some high level results, and then talk about 17 



additional achievable energy efficiency, and 18 



adjusting the forecast based on those savings.   19 



  So why do we do a forecast?  We provide 20 



outputs for electricity sales, consumption, peak 21 



demand, energy for load, as well as natural gas 22 



demand for various venues as listed here.  The 23 



first three of these, the Long Term Procurement 24 



Process, Transmission Planning Process, and 25 
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Resource Adequacy, their latest cycles are just 1 



getting started, so our forecast is just in time 2 



to be used by those three processes.   3 



  Energy Efficiency Potentials Studies done 4 



by the CPUC use our forecast as a reference point 5 



against which to measure efficiency potential 6 



savings, and it’s sort of a reality check 7 



comparing our forecasts for consumption at the 8 



end-use level with end-use savings predicted by 9 



the Potentials Study.   10 



  Renewables planning, of course, our sales 11 



forecasts are used to set renewables 12 



requirements.  Others include, for example, 13 



CARB’s AB 32 analysis that uses our forecast as a 14 



baseline.  And other internal studies to the 15 



Commission, like infrastructure requirements that 16 



use our forecast.   17 



  Okay, how did we get here?  This process 18 



started more than a year ago with a workshop that 19 



we had on demand forms where we’re requesting 20 



certain specific data from the utilities to help 21 



our forecasts, through four more workshops, 22 



ending with a revised forecast workshop we had in 23 



October.  We have continued to convene the Demand 24 



Analysis Working Group, or DAWG, and the main 25 
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issue of discussion in this last cycle was the 1 



Additional Achievable Energy Efficiency and 2 



Efficiency Potential Studies.   3 



  To sort of vet the Additional Achievable 4 



Energy Efficiency work, a committee composed of 5 



upper management of the three agencies was 6 



developed, called the Joint Agencies Steering 7 



Committee, or JASC, and they vetted and helped 8 



recommend the Additional Achievable Energy 9 



Efficiency Scenarios that we ended up using in 10 



the forecast.   11 



  We are in the midst of discussions with 12 



the CPUC and ISO on ways to better align the LTTP 13 



Transmission Planning and the IEPR forecasting 14 



processes.  One of the things that has come out 15 



of that is we have tentatively agreed to provide 16 



a forecast update every year because that helps 17 



especially the transmission planning process, 18 



because they’re stuck sometimes using a forecast 19 



that’s more than a year old.  This wouldn’t be a 20 



full forecast, but a forecast update.   21 



  Other stakeholder discussions, less 22 



formal discussions on topics like Demand Response 23 



and Weather Normalization, and speaking of 24 



Weather Normalization, there is a remaining issue 25 
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that hasn’t yet been resolved, and we are going 1 



to refine our Peak Demand Forecast for PG&E and 2 



Southern California Edison based on discussions 3 



we’ve had in the last week or so related to 4 



Weather Normalization.  And when I say “Weather 5 



Normalization,” we’re talking about taking an 6 



actual peak in a given historic year and 7 



converting that peak to what the peak would be in 8 



the “average” weather year.   9 



  So the discussions have had to do with 10 



Weather Normalization and also there is a 11 



potential data discrepancy between the hourly 12 



loads that we get from Cal ISO to develop our 13 



peak forecast and what Southern California has 14 



for the same thing.  In the case of PG&E, we’ve 15 



already made the refinement, we have reconciled 16 



our forecast with PG&E.  And what that means is 17 



that PG&E’s peak demand forecast will be 18 



increased by a little bit, by around 300 19 



megawatts.  And that came about through a change 20 



in one of the assumptions we make for Weather 21 



Normalization and the number of years that we use 22 



to develop “average weather.”  In the past, we 23 



have used 60 years for PG&E, and we reduced that 24 



to 30 years, recognizing that with climate 25 
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change, the last 30 years of weather may be more 1 



representative of today’s and the near future’s 2 



weather compared to 60 years.   3 



  In the case of Southern California 4 



Edison, we have, as I said, a Weather 5 



Normalization issue, and we have been discussing 6 



that with Southern California Edison today, and 7 



we think we can come to a fairly quick resolution 8 



on Weather Normalization techniques that we’ll 9 



both be happy with in the next few days.   10 



  The other issue is a little bit more 11 



serious and that’s a difference between the 12 



California ISO’s load data and Edison’s load 13 



data.  And it’s again through meetings we’ve had 14 



today, we’ve narrowed that down to a couple of 15 



possibilities, the first is where the load gets 16 



measured, the take-out point of the load, and the 17 



second is the definition that CAISO uses for 18 



Southern California Edison Transmission Access 19 



Charge Planning Area versus what Southern 20 



California Edison uses.  We think it’s one of 21 



those two possibilities, and we’re working very 22 



hard to reconcile the differences and determine 23 



what the proper loads are to use for 2013 Weather 24 



Normalized Load.  And we will hopefully have that 25 
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resolved, along with the Weather Normalization 1 



issue, within the next week.   2 



  Okay, so in our forecasts, we incorporate 3 



all relevant policy initiatives listed here, 4 



efficiency through standards and programs, 5 



distributed generation, incentive programs.  In 6 



this forecast, unlike the 2011 forecast, we 7 



included additional demand response from pricing 8 



programs.  We agreed together with CPUC and with 9 



CAISO that pricing programs are more appropriate 10 



to incorporate on the demand side, rather than 11 



the supply side just because of the way these 12 



resource studies are done.   13 



  Electric Vehicles and Electrification, we 14 



work closely with Air Resources Board to develop 15 



a likely compliance scenario that goes into our 16 



forecast.  And in general, we think of our 17 



forecast as a way of measuring progress toward 18 



statewide goals related to efficiency and so on, 19 



rather than assuming goals are met within our 20 



forecast.   21 



  So for example, we have SB1 goals for 22 



photovoltaic adoption; rather than assume those 23 



goals are met, we actually attempt to predict the 24 



amount of photovoltaic adoption within our 25 
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forecast.   1 



  Now, from forecast to forecast, we try 2 



and improve our methods and of course update our 3 



inputs, and here are some of the changes we made 4 



compared to the 2011 forecast: Recent Efficiency 5 



Programs and Standards, including 2013-2014 IOU 6 



programs that were not in our previous forecast; 7 



High Speed Rail and other Electrification, 8 



meaning at the Ports, that were not included in 9 



our previous forecast.   10 



  In an effort to provide more disaggregate 11 



results for our forecast, so that the forecast is 12 



more useful to those that use it, we have 13 



provided results at a more disaggregate level at 14 



the Climate Zone level, compared to previous 15 



forecasts which provide results at the planning 16 



area level.  So the difference is, for example, 17 



PG&E is a planning area, but it’s composed of 18 



five different climate zones, so we’re providing 19 



results at the Climate Zone level, not just the 20 



planning area level.   21 



  Additional Demand Response, as I 22 



mentioned, we’ve revamped our industrial model 23 



and added a model to predict commercial 24 



photovoltaic adoptions that we didn’t have in the 25 
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previous forecast.   1 



  In the previous forecast, we incorporated 2 



the potential impacts of climate change on peak 3 



demand; for this forecast, we’ve added potential 4 



climate change impacts on electricity and natural 5 



gas consumption through changes in degree days --6 



heating degree days and cooling degree days.   7 



  And of course, which I’ll talk about in a 8 



minute a little bit more, Additional Achievable 9 



Efficiency Savings, unlike past forecasts, is 10 



actually embedded in our forecast this time.   11 



  Okay, a couple slides on high level 12 



results at the statewide level: this is 13 



electricity consumption in gigawatt hours for the 14 



state as a whole.  You’ll see the three scenarios 15 



here, the Low, Mid, and High scenarios and, in 16 



red, with the diamonds, mid-forecasts from 2011.  17 



And the basic story here is that we’re starting 18 



out at a lower level compared to the previous 19 



forecasts for roughly 2012 through 2014.  And the 20 



reasons for that is, 1) economic growth was not 21 



as high as had been predicted in the 2011 22 



forecast, and in addition we have new efficiency 23 



initiatives, efficiency programs for both the 24 



IOUs and the POUs.   25 
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  After that point there, you see in the 1 



High demand case the green line goes above the 2 



previous Mid case by 2016 or so, and comparing 3 



the two Mid cases, the new Mid case stays below 4 



the old Mid case because we have additional 5 



efficiency coming on and having an effect later 6 



in the forecast period through Title 24 and 7 



Battery Charger standards.  And in addition, the 8 



population growth is predicted to be a little bit 9 



lower than it was in 2011.  Absent those two 10 



things, the new Mid-case forecast would have 11 



caught up to the old Mid-case forecast by the end 12 



of the forecast period.   13 



  Same basic story with peak demand, the 14 



new Mid case stays below the old Mid case 15 



throughout the forecast period because of 16 



additional efficiency and lower population growth 17 



and, in addition, as I mentioned, more Demand 18 



Response impacts compared to what we had in 2011.   19 



  Natural Gas Consumption, you will notice 20 



that the new forecasts are significantly below 21 



the Mid case from the 2011 forecast, and that’s 22 



happening because we have higher projected 23 



natural gas prices in this forecast.  We have 24 



additional efficiency that affects natural gas, 25 
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as well as electricity standards and programs.  1 



And also, natural gas demand is reduced slightly 2 



because of the incorporation of climate change, 3 



meaning less heating degree days, and therefore 4 



less heating demand for natural gas.   5 



  Okay, so that is our baseline.  And going 6 



to the Additional Achievable Energy Efficiency 7 



and the adjustment of that forecast, first, what 8 



is AAEE?  We define that as incremental to 9 



committed savings == let me back up a minute.  10 



What I showed in these three graphs here is our 11 



baseline forecast, okay?  That means the forecast 12 



only includes committed efficiency savings.  13 



Efficiency savings from initiatives that have 14 



been finalized and funded and have a specific 15 



program plan.   16 



  I’m now talking about additional 17 



efficiency, Additional Achievable Energy 18 



Efficiency that’s not part of the baseline 19 



forecast.  So we define that as incremental to 20 



the committed savings in the baseline forecast 21 



that I just showed you.  We developed this with 22 



the help of Navigant and their PGT Model.  These 23 



savings apply only to IOU service territories, we 24 



don’t have AAEE savings for the POUs.  And 25 
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through DAWG discussions and the JASC, as I 1 



mentioned, the Joint Agency Steering Committee, 2 



we developed five different scenarios for 3 



electricity and natural gas consumption and peak, 4 



so we have a Low case for AAEE savings, then 5 



three Mid cases, what we call the Low-Mid, the 6 



Mid, and the High Mid, and then one additional 7 



High case.     8 



  And the goal of all this incorporating 9 



these AAEE savings is to provide adjusted 10 



forecasts for the IOUs as options for a planning 11 



forecast.   12 



  So this graph shows the impact of the Mid 13 



case for peak demand for the IOUs combined, of 14 



applying the three different AAEE Mid cases.  So 15 



the top line shows the baseline forecast for Peak 16 



Demand for the IOUs combined, the red line below 17 



that shows the impact of incorporating the Low 18 



Mid AAEE savings, the line below that is the 19 



baseline adjusted by the Mid AAEE savings, and 20 



finally, the black line at the bottom is the 21 



baseline adjusted by the High Mid AAEE savings.   22 



  And to show the full range of results 23 



when you incorporate Adjusted Achievable Energy 24 



Efficiency, this graph shows the three baseline 25 
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demand scenarios adjusted by a different AAEE 1 



scenario.  So the top line shows our High demand 2 



forecast adjusted by the Low level of AAEE 3 



savings, the line in the middle shows the Mid 4 



demand forecast adjusted by the Mid AAEE, and 5 



corresponds to one of the lines in the previous 6 



slide, and the bottom line is the Low demand 7 



scenario adjusted by the High AAEE savings.   8 



  Now this could have been done 9 



differently, you can make the case that, for 10 



example, with High demand, the economy is 11 



chugging along and there will be more efficiency 12 



savings, and vice versa for the low, but if you 13 



reverse that, you end up with three scenarios 14 



that meet at almost exactly the same point by the 15 



end of the forecast period, so you don’t have any 16 



spread or range.   17 



  Okay, I’ll ask the dais now if you want 18 



to stop and consider adoption before we talk 19 



about next steps.  Or should I run through my 20 



last two slides here?  21 



  CHAIRMAN WEISENMILLER:  Why don’t you go 22 



through your last two slides, then we’ll take 23 



comments, and then we’ll go from there.  24 



  DR. KAVALEC:  Okay.  So what I presented 25 
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today and what is up for adoption are a set of 1 



scenarios, both baseline and AAEE, and what we 2 



want to do is narrow those possibilities down to 3 



a single forecast or possibly two forecasts, to 4 



use for planning purposes.  And we want to do 5 



that by incorporating stakeholder comments, 6 



either written or provided today at this Business 7 



Meeting, and these recommendations will be taken 8 



into account by the joint agencies and I believe 9 



next week a decision will be made on a planning 10 



forecast.   11 



  And the two questions posed are these: we 12 



would like stakeholders to recommend a preferred 13 



combination of base case and AAEE scenarios to 14 



use for planning purposes; and another question, 15 



is it feasible to you to use possibly two 16 



different planning forecasts for different 17 



purposes?  For example, one set of forecasts, 18 



baseline and AAEE, for system wide planning and a 19 



different planning forecast with maybe more 20 



conservative assumptions for AAEE for more 21 



localized analyses, recognizing the higher level 22 



of uncertainty in terms of the effect of 23 



efficiency savings as you get more and more 24 



granular in your geography.   25 
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  CHAIRMAN WEISENMILLER:  Chris, if you can 1 



just leave that set up, we’re going to deal with 2 



the two issues separately, but I want to make 3 



sure that you covered everything.  And so, at 4 



this stage, let’s go to stakeholder comments and 5 



let’s start with the NRDC.   6 



  MS. STAMAS:  Good afternoon, 7 



Commissioners.  My name is Maria Stamas, I work 8 



for the Energy Program at the Natural Resources 9 



Defense Council.  And I wanted to thank the 10 



Commission for the opportunity to comment on 11 



those final forecasts today and for making some 12 



important improvements from previous forecasts.  13 



I also would like to thank the Commission 14 



specifically for including Additional Achievable 15 



Energy Efficiency in the final forecast, and we 16 



really appreciate staff’s work in developing 17 



those estimates.  We’re also appreciative to the 18 



Commission for disaggregating results so they can 19 



be used more easily in resource planning 20 



processes.   21 



  So my comments today will cover our 22 



recommendations on adopting a single California 23 



system forecast.  I’ll discuss our recommended 24 



pairings of forecasts and also the importance of 25 
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including energy savings from publicly owned 1 



utilities and estimates of Additional Achievable 2 



Energy Efficiency.    3 



  So to start, NRDC strongly recommends 4 



that the Commission adopt a single California 5 



System Forecast that can be used for system 6 



resource planning.  Any possible modifications to 7 



these forecasts can occur in over venues as 8 



necessary for local resource planning processes.   9 



  Our recommendations on pairing Forecasts 10 



are as follows:  We strongly recommend that if 11 



the Commission adopt a Mid baseline forecast, 12 



that it adopt at the minimum the Mid Additional 13 



Achievable Energy Efficiency Forecast because it 14 



is already an extremely conservative estimate.  15 



For example, it assumes no future adoption of 16 



Federal Appliance Efficiency Standards, including 17 



three that the Department of Energy already 18 



adopted this year.   19 



  As for other pairings, if the Commission 20 



adopts a High baseline forecast, it should pair 21 



it with a High Additional Achievable Energy 22 



Efficiency Forecast, and vice versa, if it adopts 23 



a Low baseline forecast, it should adopt the 24 



corresponding Low Additional Achievable Energy 25 
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Efficiency Forecast, the reason being because 1 



more energy savings are reasonably expected to 2 



occur with high economic growth, and vice versa.  3 



  Overall, under any scenario, we recommend 4 



that the Commission include all reasonably 5 



expected to occur energy savings because failing 6 



to do so risks the possibility of over-7 



procurement of unnecessary power plants.   8 



  And to conclude, we urge the Commission 9 



to include all reasonably expected energy savings 10 



from publicly owned utilities in the estimates of 11 



Additional Achievable Energy Efficiency, instead 12 



of the current estimate of zero savings from 13 



future programs post-2013.   14 



  Thank you for considering our 15 



recommendations and again for the opportunity to 16 



speak here today.  17 



  CHAIRMAN WEISENMILLER:  Well, thank you 18 



for being here.  I certainly thank NRDC for its 19 



assistance to us in this area.  Let’s go on to 20 



PG&E, Matthew Plummer.   21 



  MR. PLUMMER:  Good afternoon.  Matthew 22 



Plummer, Pacific Gas & Electric Company.  The 23 



forecasts take a tremendous amount of work and I 24 



want to compliment the Commission and staff for 25 
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reaching this milestone.  I also want to thank 1 



staff for their close collaboration and 2 



willingness to consider stakeholder feedback.  3 



Throughout this process, CEC staff has raised a 4 



whole host of technical issues for PG&E, and we 5 



have raised a number for CEC staff, and I think 6 



overall we’ve been able to work through the vast 7 



majority and PG&E is very comfortable with the 8 



range of forecasts that the CEC has produced.   9 



  In terms of recommending the managed 10 



forecast for general energy planning purposes, 11 



the Mid baseline combined with the Mid AAEE match 12 



most closely with what PG&E anticipates system 13 



wide and would be appropriate for system planning 14 



purposes.  However, we do believe that there may 15 



be a need for flexibility in other scenarios.   16 



  A key uncertainty for PG&E is how climate 17 



change will affect energy demand and the peak 18 



demand.  It’s difficult to know whether the one 19 



in five and one in 10 temperature reoccurrence 20 



assumptions in the current forecast are a good 21 



representation of the true reoccurrence interval 22 



temperatures.  That’s just a matter of the 23 



uncertainty of climate change, in general, 24 



something that everyone is grappling with.  So 25 
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for more conservative planning processes, some 1 



combination of a higher demand forecast or lower 2 



AAEE may be appropriate.  And with that, I thank 3 



you for the opportunity to provide comments.  4 



  CHAIRMAN WEISENMILLER:  Thank you.  5 



Thanks to PG&E for being a partner in this.  6 



Manuel Alvarez, Edison.  7 



  MR. ALVAREZ:  I’ll take the liberty and 8 



sit down here.   9 



  CHAIRMAN WEISENMILLER:  Please.   10 



  MR. ALVAREZ:  Good afternoon, 11 



Commissioners.  Manuel Alvarez with Southern 12 



California Edison.  And I actually have with me 13 



our Chief Forecaster who has been working on this 14 



project for the last few years, Honguan Sheng is 15 



very active in this activity, and there’s a 16 



couple of issues that we would like to bring up.  17 



But before we do that, let me just state that we 18 



actually appreciate the work the Commission has 19 



led, Chris Kavalec, particularly.  In terms of 20 



the DAWG work, I think we’ve uncovered a lot of 21 



new issues and still wrestle with how to 22 



incorporate those issues into the forecasts, and 23 



I think it’s a continuing process that we’re 24 



going to go through.  The level of coordination 25 
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that’s taking place, I think is unprecedented in 1 



the Commission’s history, let alone the joint 2 



agency group who is getting together ultimately 3 



and kind of deciding how the forecast is going to 4 



be used and its implications to all the State’s 5 



planning process.  And that is actually why we 6 



consider it so important, to kind of wrestle with 7 



some of the level of detailed questions that we 8 



address in here today.  And so, with that, let me 9 



turn it over to Honguan Sheng and she could 10 



present those items.  Thank you.   11 



  MS. SHENG:  Thank you, Manuel.  My name 12 



is Honguan Sheng.  First, I’d like to thank the 13 



Commissioners for offering the opportunity for us 14 



to make the comments today, and I’d also like to 15 



thank you for providing the level of attention to 16 



the forecasting issues SCE raised over the last 17 



couple days and, you know, the direction you’ve 18 



given to staff to allow us to engage in quick 19 



discussions.  So far, our discussions have been 20 



very meaningful, so we’re very encouraged.   21 



  In addition, I’d like to acknowledge the 22 



level of support we’ve been getting from 23 



Commission forecasting staff, Chris Kavalec, you 24 



know, he and his team have provided due diligence 25 
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effort in supporting SCE forecasting staff to 1 



look into the range of forecasting issues.   2 



  And as Chris Kavalec mentioned earlier, 3 



in the areas of where we find the significant 4 



issues, we agree with Chris that we really feel 5 



confident that SCE will be able to work closely 6 



with both CEC and the CAISO to hopefully quickly 7 



resolve those significant issues within the 8 



rather short time.  So I really hope that the 9 



Commissioners would consider providing the 10 



additional time for us to be able to bring the 11 



resolution and allow the adoption of the 12 



reasonable forecasts for us.   13 



  And we also appreciate the level of 14 



support and commitment we got from both CEC and 15 



the CAISO in terms of addressing these issues in 16 



the relatively quick timeframe.  So we are 17 



confident that we will be able to come to a 18 



recognition of how we will be able to resolve 19 



those issues.  That’s my main comments.   20 



  CHAIRMAN WEISENMILLER:  Thank you.  Any 21 



comments on the questions, or are you going to do 22 



it in writing?  23 



  MR. ALVAREZ:  Well, actually we’re still 24 



kind of wrestling with that because of the 25 
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adjustments we want to make.  Chris mentioned on 1 



the weather and the discussions with ISO.  I 2 



think if we were to start today and go with 3 



existing activity, we would probably be 4 



recommending the High case Low EE potential, but 5 



I think that’s still under discussion right now.  6 



  CHAIRMAN WEISENMILLER:  Okay.  Anyway, if 7 



you can submit comments in writing on that, that 8 



would be good.  So we have -- do you guys have 9 



more?  10 



  MS. SHENG:  So agree with the level of 11 



discrepancy and the significance of the issues we 12 



found.  We hope to resolve most of those issues 13 



before we can make direct comments on the single 14 



managed forecast.  15 



  CHAIRMAN WEISENMILLER:  Okay.  Then, just 16 



in terms of making sure -- Chris hit this, but to 17 



make sure all the Commissioners are aware -- so 18 



I’m trying to remember whether it was Friday or 19 



Saturday, but anyway, we got a heads up from 20 



Edison and PG&E that they had issues with the 21 



forecast and were asking for a delay.  Now, the 22 



forecast feeds into a number of things which 23 



meant I really didn’t want to do a delay, and 24 



with PG&E and Edison, we found one set of issues 25 
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was weather normalization.  We used 60 years plus 1 



and, with climate change, 30 years is more 2 



appropriate.  In fact, the last time we did this, 3 



we used 30 given climate change, and if we use 30 4 



for weather normalization, there’s a lot of other 5 



issues on the technical side, but at least at 6 



that point with PG&E we’re pretty much in 7 



agreement at this point, and with Edison, we 8 



moved closer.   9 



  Now, as we dug into was the issue just 10 



normalization or weather, it turns out there’s a 11 



data question.  We get data from the ISO and they 12 



get data, and you can look at different 13 



definitions of Edison, and we’re not sure that 14 



everything is totally in sync, so as I was 15 



stalling, I was trying to have Edison, my staff, 16 



and the ISO talk to see if we could get through 17 



the data issues today, and unfortunately we 18 



can’t.  But depending upon what definition is 19 



there, the outcome will be either one number or 20 



another number, it’s a simple factual question.  21 



  And so basically, going forward, we have 22 



a resolution which closes up everything but this 23 



one narrow issue, and we’re going to tell people 24 



to come back to us -- we’re going to hold that 25 
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one narrow issue open, and to come back to us at 1 



our next Business Meeting and clarify what the 2 



answer is.  So that’s sort of what all this back 3 



and forth has been, and that’s why I’ve been 4 



adjusting the timing.  But like I said, I think 5 



with the weather normalization, we’ve got a lot 6 



of headaches out of the way, but we have this one 7 



last thing which I couldn’t get done today.  8 



  COMMISSIONER MCALLISTER:  Which is not a 9 



methodological issue.  10 



  CHAIRMAN WEISENMILLER:  It’s not 11 



methodological, it’s simply, again, we got data 12 



from the ISO which, again, using these different 13 



definitions of service territory, depending on 14 



transmission or whatever it is, that we think we 15 



know what it is, and if it is then it should 16 



march in a certain direction easily; and at the 17 



same time, Edison has their data which, again, 18 



some of the data are inconsistent.   19 



  So we just need to understand two 20 



different data sources, potentially different 21 



definitions and we just need to get that 22 



clarified.  And once it’s clarified, everything 23 



is done, period.  So it’s a factual question that 24 



we’re leaving open.   25 
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  But certainly I appreciate the commitment 1 



from Edison, certainly Chris and his team, and 2 



the ISO just to get it done in a timely fashion.  3 



So anyway, that’s that part of the drama.   4 



  MS. SHENG:  So very encouraged the 5 



Commissioners I heard from you throughout today’s 6 



conversation that you would be willing to take 7 



the necessary time to ensure we do the right 8 



thing and not rush things quickly, so very 9 



encouraged also with the support we’re getting 10 



from CEC forecasting staff and CAISO.  And we 11 



definitely hope in the future, we could –-12 



stakeholders –- we could utilize the DAWG forum 13 



to bring more engaged discussion and explore the 14 



best practices in the areas such as weather 15 



normalization and peak forecast.  16 



  CHAIRMAN WEISENMILLER:  Well, certainly 17 



the general topic of weather normalization will 18 



be a great topic for the DAWG to dig into and, 19 



again, I think in resolving this issue, you 20 



basically have until the 19th, and you know, to 21 



get it resolved, otherwise we’re just going to 22 



make our best cut on the information we have in 23 



hand.  So it’s not easy, but again I think we can 24 



get it done by then.  25 
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  MS. SHENG:  Thank you.   1 



  MR. ALVAREZ:  Thank you.  2 



  CHAIRMAN WEISENMILLER:  But again, 3 



certainly the overall topic of normalization, 4 



etc., I mean, I think let’s go on to Sempra and 5 



then we can get back, but this -– the forecast is 6 



one of these things where, as you do it and look 7 



at stuff there’s always issues, I guess is what 8 



I’m saying.  So this is certainly people’s lives, 9 



their careers, and there will always be the next 10 



big topic to dig into, and certainly weather 11 



normalization is a good one for that list for 12 



Chris to get into the DAWG.   13 



  DR. KAVALEC:  Yeah, so our goal is to 14 



come up between us and the utilities, to come up 15 



with a consistent, fundamentally sound method 16 



that we all can use, so this problem doesn’t keep 17 



popping up in the future.   18 



  COMMISSIONER MCALLISTER:  On the other 19 



issue just of data consistency, I guess the Chair 20 



is certainly a long term font of institutional 21 



memory on this from all the different 22 



perspectives that he’s played in forecasting, but 23 



I also certainly would like to think that this 24 



will be, to the extent that we have definitional 25 
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issues coming up at the very end of the forecast 1 



with respect to what areas who is covering, with 2 



what data, it was a little surprising.  And so 3 



that seems like just a foundational definitional 4 



basis for modeling, so I certainly would like to 5 



get that resolved one way or the other and not 6 



have it happen next year at the last minute.  7 



That seems like something that kind of one would 8 



have expected to be unearthed early in the 9 



process, rather than at the last minute, so I 10 



don’t know, it’s opaque to me exactly how that 11 



came up, but I think it was a little surprising.  12 



  CHAIRMAN WEISENMILLER:  Yeah, Amen.  13 



Sempra, I think you’re on the line.   14 



  MR. FRANCO:  Yes, this is Mike Franco 15 



with Sempra Energy Utilities.  I’ll go ahead and 16 



make my comment now, thank you very much.  The 17 



Sempra Energy Utilities appreciate the 18 



opportunity to comment on the final staff report 19 



on the California Energy Demand Forecast in 20 



support of the 2013 IEPR.  The final baseline gas 21 



demand forecast for SoCal Gas and SDG&E Service 22 



Territories appear reasonable.  SE notes that 23 



this gas demand forecast only captures the end 24 



user’s gas demand forecast and does not include 25 
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gas demand for electric generation from gas-fired 1 



plants and combined heat and power units.  2 



Therefore, it does not reflect the total gas 3 



demand either as state wide or utility service 4 



territory level.   5 



  However, the CEC’s electricity analysis 6 



offers and currently develops the gas demand 7 



forecast for electric generation and in future 8 



IEPR proceedings, SE requests that the gas demand 9 



forecast for electric generation be added to the 10 



end user demand forecast to get the total demand 11 



picture.  Thank you very much.  12 



  CHAIRMAN WEISENMILLER:  Thank you.  I 13 



don’t know, Chris, do you want to respond to any 14 



of the questions or comments that came up?  15 



  DR. KAVALEC:  No, I think I’m good.  I 16 



just wanted to mention one last thing, why this 17 



is happening at the last minute like this.   18 



  Based on comments we received after our 19 



October workshop, we agreed to incorporate 2013 20 



actual loads into our forecast, and thereby 21 



update the 2013 peak from a forecast to an 22 



actual, to give us a better forecast, and that 23 



takes time to do and we were just able to finish 24 



that in time to publish the report; so the 25 
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utilities and stakeholders are just seeing our 1 



new peak forecasts in the last week or so.  2 



That’s why these events happened at the last 3 



minute like this.   4 



  CHAIRMAN WEISENMILLER:  Thank you.  Let 5 



me start the conversation a couple ways.  I mean, 6 



first, actually in terms of the career, I would 7 



say that in the ‘70s, before there was an energy 8 



resources program, before LBNL had an energy 9 



program, Art Rosenfeld and the late great Tom 10 



Graff had this notion of doing disaggregated 11 



demand forecasts so that you could see the effect 12 



of energy efficiency.  And so they came to the 13 



Energy Commission and the Energy Commission -- 14 



and that was the first project at LBL to do this, 15 



and somehow Art convinced Dave Goldstein, who was 16 



a Physics graduate student and myself, who was a 17 



Chemistry grad student, to do this, and it may be 18 



because we were the only two crazy enough to 19 



actually take it on, but we did, and did a Proof 20 



of Concept.  So having said that, you know, this 21 



is one of our real stress at this point, but 22 



having said that, again, it’s not easy and I 23 



think the way I’d characterize it is we have made 24 



great strides this year, particularly across the 25 
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agencies, but the work is not done by any means.  1 



In fact, over the next several IEPRs, it’s not 2 



going to get done in terms of getting what we 3 



really want to try to do, and first I really want 4 



to thank our sister agencies, I mean, this came 5 



out of a commitment of President Peevey and 6 



myself and Steve Berberich that the three 7 



agencies were going to work together, try to come 8 



up with common numbers on energy efficiency, and 9 



the work is not done.  I mean, again, let’s be 10 



very clear.  But having said that, certainly 11 



Simon Baker, Heather Sanders, you know, Sylvia, 12 



have been sort of working day and night to try to 13 



move that top commitment down through the 14 



organizations and to deal with the different 15 



vocabulary, different uses, different concepts, 16 



different processes, I mean, it is one of these 17 



things if every time we sort of get a forecast 18 



done we realize that everyone else’s cases have 19 



slid, or either the inputs have slid, or the 20 



outputs or uses have slid, and somehow we’re out 21 



of sync again.  So we still have a lot of work to 22 



do.  Certainly the DAWG has been sort of a 23 



marvelous mechanism to try to work through these 24 



things, you know, the Demand Analysis Working 25 
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Group, but again, that will continue and that’s a 1 



very good forum to keep marching through the 2 



complex issues.  And certainly our staff, I mean, 3 



this is something where the metaphor of it takes 4 



a village, I mean, this takes a real strong unit 5 



to really do this, it’s really demanding, I mean, 6 



this is what we’ve done well for decades and it 7 



really is one of our core strengths, but as we go 8 



forward, there’s always more challenges.  I mean, 9 



this time around, we’ve tried to really look at 10 



the energy efficiency stuff and, frankly, part of 11 



the disappointment this time, I was hoping we 12 



would have more of the E&V stuff to feed in, more 13 



of the program designs nailed down, we don’t.  So 14 



next year presumably we’ll be a lot better off as 15 



we go through the programs, and ultimately I 16 



think we have to look at some of our programs.  17 



We all heard the scary news, people in testimony 18 



this morning about how, in terms of compliance 19 



with our Demand Forecast, is not necessarily rock 20 



solid out in the fields.  I think we’ve all had 21 



that suspicion, but over time we have to 22 



understand what it is, what to really put in the 23 



forecast, and then how to fix the compliance 24 



problems.  So again, it’s sort of a work in 25 
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progress. 1 



  The other areas, this time we have 2 



disaggregated the climate zones.  Ultimately 3 



we’re all looking at greater disaggregation, 4 



certainly local area would help.  This also talks 5 



about do you go down to substations.  Now, 6 



unfortunately if you go to a substation, you will 7 



find yourself trying to project in some cases, 8 



say, what Apple’s load growth is going to be for 9 



that facility, so I don’t think we can quite go 10 



that deep, but again, we definitely need more 11 



disaggregation.  And climate change, I mean, 12 



climate change is huge as we go forward on how to 13 



incorporate that and what we’re doing is sort of 14 



one in 10, still the adverse peak condition?  Or, 15 



you know, are we going to be back to like the 206 16 



type of phenomenon, remember when we had the 17 



spikes?  Certainly, climate change leads us to 18 



climate on steroids.  So it’s a very complicated 19 



job that Chris has, it’s not easy, don’t envy him 20 



for all the headaches he has, certainly a lot of 21 



intellectual challenges, but certainly, again, 22 



bottom line is this has been a good step, it’s 23 



going to take more work next year, and it’s going 24 



to take more work in subsequent years.   25 
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  I appreciate the POUs aren’t fully 1 



integrated into this at this point, but again, I 2 



think as we go forward, we’re all going to have 3 



to continually do the triage on what’s most 4 



important thing to do next and where can we make 5 



more progress as we go forward.  But again, I’m 6 



pretty proud on where we got to on this time, and 7 



certainly want to thank our sister agencies and, 8 



again, certainly our staff for a great job here.  9 



  COMMISSIONER MCALLISTER:  So, yeah, I 10 



agree with all that, I mean, this had not been my 11 



primary base of knowledge before taking on the 12 



IEPR this year and, of course, this is a real 13 



elemental thing for State policy generally, and 14 



certainly a core part of the IEPR each cycle.  15 



And getting to know Sylvia’s team, and Chris, and 16 



working through some of the assumptions, I’m 17 



really kind of getting a much more subtle feel 18 



for what the tradeoffs are with different 19 



decisions and what the inputs are and how they 20 



affect the outcomes of the modeling.   21 



  And again, it leads me to a real, I 22 



think, visceral feeling that the stakeholder 23 



involvement is the lifeblood of this process and 24 



it’s the way we keep it from being a black box 25 
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for the world, and by doing so making sure that 1 



our sister agencies and other key stakeholders 2 



see it as their forum for talking about these 3 



issues, and I think that has to be the path 4 



forward.   5 



  I want to thank Chair Weisenmiller for 6 



really providing, I think, the fearless 7 



leadership on this issue and really holding 8 



everybody to account for getting it done, and 9 



getting it done right, which is not to say there 10 



aren’t lots of questions that remain pending.  11 



Part of approaching these issues in good faith 12 



and with an open mind is also accepting when you 13 



cannot answer a given question in the timeframe 14 



you have, and bouncing it to the next phase, and 15 



I think we’ve done some of that as well.  So to 16 



the extent that I’ll be involved in the future in 17 



forecasting, I’ll do so with a lot of excitement 18 



because I now understand how important this is 19 



for the state, but in any case, I really want to 20 



commend the team for a job well done and not 21 



quite finished, it turns out, but pretty close.  22 



And this IEPR will go into the history books at 23 



some point here in the next few weeks.  And then 24 



I think it’ll be a good foundation for the next 25 
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year.  So thanks very much and I appreciate all 1 



the stakeholder comments here.  And again, I 2 



think lots of reasons why this data issue, in 3 



particular, needs to be resolved and put to bed 4 



sooner, rather than later.  So thanks.  5 



  COMMISSIONER DOUGLAS:  I’ll just join 6 



Commissioner McAllister in thanking the Chair, in 7 



particular, and Commissioner McAllister for 8 



leadership and hard work on the demand forecast 9 



and on the IEPR.  We’ve seen over the past years 10 



really a lot of issues raised about the forecasts 11 



and how it might be done better, how it might 12 



take more factors into account, how it might be 13 



more transparent, how it can really kind of grow 14 



into being the State’s energy forecast and be 15 



used and plugged in in a logical sequence and way 16 



into many other processes at other agencies.  And 17 



we’ve made tremendous progress towards all of 18 



those goals in this cycle and, as I think the 19 



Chair has said, the work is never done.  And of 20 



course there are always issues that need to be 21 



addressed full on in the next cycle, but the 22 



progress here has been really substantial, so I 23 



definitely appreciate that and no doubt we will 24 



resolve our data issue in short order and be able 25 
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to close the books on this forecast.  1 



  CHAIRMAN WEISENMILLER:  I did forget to 2 



mention on the part of the village, the expert 3 



panel has also done a very good job of taking 4 



that outside perspective.  We had some really 5 



leading forecasters that can -- Chris can pick 6 



their brains on some of the tougher issues, 7 



again, I think has made real progress.   8 



  So with that, I’m going to move that we 9 



adopt the California Energy Demand 2014-2024 10 



Final Forecast with modifications identified by 11 



the staff regarding whether normalized peak loads 12 



for Southern California Edison Company, SCE, and 13 



Pacific Gas & Electric Company, provided, 14 



however, that these portions of the forecast that 15 



are affected by the data provided by the Edison 16 



Transmission Charge Area are not included in this 17 



motion, and we’ll continue the remaining portion 18 



of this item until the Business Meeting of 19 



December 19, 2013, which is scheduled to begin at 20 



10:00 a.m.  A notice for that meeting will be 21 



posted in accordance with Government Code Section 22 



11129.   23 



  Now let me ask the Executive Director, I 24 



know the Prop. 39 starts at 10:00 a.m., but I 25 
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thought the rest of the Business Meeting started 1 



at 9:00 a.m. 2 



  MR. OGLESBY:  At the moment, that meeting 3 



starts at 10:00 a.m.  We have no earlier items, 4 



so the question would be, if we could –  5 



  CHAIRMAN WEISENMILLER:  Fine, so it’s at 6 



10:00 a.m.  Okay, so that is the pending motion.   7 



  COMMISSIONER MCALLISTER:  I’ll second.  8 



  CHAIRMAN WEISENMILLER:  All those in 9 



favor?  10 



  (Ayes.)  This motion passes unanimously.  11 



Thank you.  12 



  CHAIRMAN WEISENMILLER:  And again, I want 13 



to reach out and thank Edison for staff for 14 



trying once more just to get this behind us, but 15 



I’m sorry, we’ll see you back again next time.   16 



  Okay, so let’s go on to Minutes.  17 



Possible approval of the November 14th, 2013 18 



Business Meeting Minutes.  19 



  COMMISSIONER DOUGLAS:  Move the Minutes. 20 



  COMMISSIONER SCOTT:  Second.  21 



  CHAIRMAN WEISENMILLER:  All those in 22 



favor?  23 



  (Ayes.)  The Business Meeting Minutes are 24 



approved.   25 
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  COMMISSIONER WEISENMILLER:  Let’s go to 1 



Lead Commissioner or Presiding Member reports.   2 



  COMMISSIONER SCOTT:  So I have two things 3 



for you all.  I went a few weeks ago to one of 4 



the pre-events for the Los Angeles Auto Show, and 5 



that was great, it was organized by Cal ETC and 6 



it was held in the African American Museum down 7 



in the Exposition Park, and it was great.  I sat 8 



on a panel that kind of highlighted the 9 



importance of cleaning up the transportation 10 



sector to meet our climate goals, our clean air 11 



goals, and the public health goals, and so it was 12 



great.  There was a doctor there from the 13 



American Public Health Association, there was me, 14 



and I talked about the Energy Commission and our 15 



role in the Alternative and Renewable Fuel and 16 



Vehicle Technology Program and the role that it 17 



helps play, and then we also had a person from 18 



Cadillac -- the event was also sponsored by 19 



Cadillac who was rolling out their brand new 20 



Electric Vehicle at the auto show, and so they 21 



talked a little bit about Cadillac and how 22 



they’ve embraced Electric Vehicles and have one 23 



that’s ready to sell and ready for people to 24 



drive, and so it was a fun panel to participate 25 
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on.  So that’s something that I’ve been up to.  I 1 



also wanted to let you know, and I think you may 2 



have met her already, but I have been joined by 3 



an Executive Fellow from the Governor’s Program, 4 



it’s the Office of the Governor and the Center 5 



for California Studies at California State 6 



University Sacramento, they’ve got an Executive 7 



Fellows Program, and my fellow is Lauren 8 



Greenwood and she is a graduate of CSU 9 



Sacramento, and she’ll be here through August, 10 



which is fantastic, and part of the program here 11 



is to instill -- I’m going to read it from their 12 



line here, it’s to “instill an appreciation for 13 



public service, develop future public leaders, 14 



and provide valuable resources to the State of 15 



California.”  So I’m delighted to have her join, 16 



so you’ll probably see her following me around to 17 



different things, and she’ll also have some 18 



projects that she takes on, on her own.   19 



  COMMISSIONER MCALLISTER:  You know, I’m 20 



going to make it brief, I’ve already talked a lot 21 



-- a lot of the items today were mine.  So rather 22 



than go hoarse, here pretty soon actually at the 23 



next Business Meeting next week we’ll be talking 24 



about Prop. 39, and I wanted to just commend the 25 
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Executive Director and the team on that in the 1 



Efficiency Division, Marsha Smith and her team, 2 



and my Advisor, Hayes Miranda, who has been my 3 



point on much of that discussion, to get the 4 



Prop. 39 guidelines fleshed out and almost fully 5 



developed and ready to get in front of the 6 



Commission.  I know just lots of stakeholders, a 7 



lot of interest, and rightly so because it’s a 8 



really important initiative for the State.   9 



  We’ve all been working on lots of 10 



different aspects of this and I think, again, 11 



it’s a new program that has unique aspects and 12 



our schools are so important and have so many 13 



issues and needs that they’re trying to juggle.  14 



And we want a program that’s going to work with 15 



their reality.  And so I wanted to just call out 16 



all the progress that we’re making there, it’s 17 



not on this Business Meeting, but will be soon.  18 



And other than that, I think I’ll take a pass an 19 



uncharacteristically be a little less verbose.  20 



  CHAIRMAN WEISENMILLER:  Okay, well, 21 



actually let me first apologize to people because 22 



I should read something just to make sure I get 23 



it right.  So I just want to make sure that when 24 



the PUC –- the PUC had a recent en banc on 25 
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Diversity and I had Jay Dickenson go and read a 1 



statement on my behalf involving EPIC, so, again, 2 



just to make sure that the message really gets 3 



out to everyone the commitment we made, so this 4 



is the statement he read on my behalf:   5 



  “I am dedicated to the Energy Commission, 6 



compliant with the spirit of AB 34,” which was a 7 



Bradford Bill last year.  “We are fortunate we 8 



reside in California, it’s geography, topography, 9 



natural resources, people, are extremely diverse 10 



and perhaps more so than anywhere else on the 11 



earth.  Our Clean Energy Research workforce 12 



should reflect this diversity and provide 13 



benefits to all Californians.  I have directed 14 



our staff to look for a way to continue the 15 



spirit of AB 34, which in the Electricity Program 16 



Investment Charge, EPIC, solicitations target 17 



specific groups, women, minorities, and Disabled 18 



Veterans.  The Energy Commission is committed to 19 



increasing the participation of women, minorities 20 



and Disabled Veterans under EPIC.  To this end, 21 



the Energy Commission can, 1) initiate an 22 



outreach plan to ensure that women, minorities 23 



and Disabled Veterans know about and understand 24 



how to participate in EPIC Program activities, 25 
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especially solicitations for projects, 2) target 1 



particular geographical regions within the state, 2 



for example, energy efficiency retrofits in 3 



economically depressed communities for certain 4 



program activities (job training), 3) Energy 5 



Commission’s proposed EPIC Investment Plan 6 



includes initiatives related to low income 7 



communities, for example, the plan proposes 8 



funding for bioenergy projects that demonstrate 9 



integration of reliability services, net local 10 



air quality benefits, and provide other ratepayer 11 



environmental benefits in the Central Valley, and 12 



other locations of the state, many of which 13 



include large numbers of low income residents, 4) 14 



track, monitor, and report on the participation 15 



of women, minority, and Disabled Veteran-owned 16 



businesses, using the same definitions as the 17 



Investor Owned Utilities use via PUC General 18 



Order 156.  This will allow an apples to apples 19 



comparison for all the EPIC Administrators when 20 



submitting annual reports.  Through these 21 



efforts, I am pleased that the Energy Commission 22 



can meet the spirit of AB 340.”   23 



  The Governor did veto the bill, but, 24 



again, my intent is certainly to comply with the 25 











 



                                  CALIFORNIA REPORTING, LLC                                         205 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



spirit and, as we go through the EPIC Plan 1 



rollout, one of the things we are looking at is 2 



to make sure we are meeting that commitment.   3 



  Other things, again, so bottom line, this 4 



is serious, we’re going to do it, we’re going to 5 



track it and we’ll do it.   6 



  And I did with Commissioner Douglas 7 



attend the SEFE Conference this week, it was a 8 



pretty interesting conference, very -- if 9 



anything, the difficulty was there were too many 10 



people there so there was not as much of an 11 



opportunity for everyone to participate or to 12 



catch up with everyone you really wanted to spend 13 



time with there.  But certainly covered a lot of 14 



the issues we’re all struggling with in that sort 15 



of inimitable SEFE Context.  16 



  Also, I attended an event at the Little 17 



Hoover down at Stanford to discuss, again, some 18 



of the classic issues of how do we deal with 19 



greenhouse gas emissions over the longer term.  20 



So there have been some other things, but that’s 21 



probably enough for now.  22 



  COMMISSIONER DOUGLAS:  Thank you, I think 23 



I’ll pass on my opportunity to offer a report.  24 



For the most part, I think I’ve been sitting in 25 
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my office in various sorts of meetings, except 1 



that I did get out to the SEFE Conference and it 2 



was a really nice opportunity to see people and 3 



very interesting in terms of the agenda.  Thank 4 



you.  5 



  COMMISSIONER HOCHSCHILD:  A couple of 6 



things, first of all, I communicated with the 7 



Chair and a few others, we’re going to be doing 8 



an event next week to remember Nelson Mandela, 9 



who I used to work for in South Africa in 1997 in 10 



the Township in a Youth Program we started, and 11 



Commissioner McAllister also worked in South 12 



Africa when he was President, so we’ll be sharing 13 



some stories and doing a few readings, and my 14 



assistant Kathleen will get that notice out 15 



shortly, tentatively next Thursday.   16 



  A couple updates, I visited – I had a 17 



fascinating visit to Vasco Wind, which is the 18 



repower of Altamont Pass, part of it.  And I 19 



wanted to share this story because it’s quite 20 



impressive.  There were 432 100 kilowatt wind 21 



turbines that got taken down and replaced with 34 22 



2.3 megawatt turbines.  Okay, so you go from 432 23 



turbines to 34 turbines: it tripled the energy 24 



production, and avian mortality reduced 75 25 
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percent.  So I just think that’s a great success 1 



of repowering and how we can actually get more 2 



from the same amount of land at a lower impact, 3 



and a real tribute to the technology.  Also, the 4 



turbines, the new turbines have also gotten 5 



quieter, they do the scalping of the blade, so it 6 



was just a very impressive project to look at.  7 



Nextera gave us a tour of that.   8 



  The other interesting thing, I visited 9 



Opower recently, so for folks who haven’t been 10 



following, this is a company that has now grown 11 



to 500 people, they’re operating in 80 utility 12 



service territories, and it’s all behavior-based 13 



conservation where they provide information to 14 



customers about how you’re doing relative to your 15 



peers on energy consumption, and that effect 16 



alone, which is principally a conservation rather 17 



than an efficiency effect, it’s really a behavior 18 



change, but that effect alone has demonstrated 19 



through a number of independent studies to reduce 20 



energy consumption anywhere between one and a 21 



half and three and a half percent.  So it was 22 



interesting to see that, and they’re growing 23 



quite fast.  They’re headquartered in San 24 



Francisco.  And I guess those are the only two 25 











 



                                  CALIFORNIA REPORTING, LLC                                         208 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



that really leap out to me.  Thanks.  1 



  CHAIRMAN WEISENMILLER:  Thank you.  Chief 2 



Counsel’s Report.  3 



  MR. LEVY:  Nothing for you today.  4 



  CHAIRMAN WEISENMILLER:  Executive 5 



Director’s Report?  6 



  MR. OGLESBY:  Just a word or two about 7 



the next Business Meeting on the 19th that starts 8 



at 10:00.  We do have just a couple of very brief 9 



items, one on Consent and one very short item, 10 



and that will add to the continuation of the 11 



forecast, but the bulk of that proceeding is 12 



going to be dedicated to Prop. 39.  13 



  CHAIRMAN WEISENMILLER:  Okay, good.  14 



Public Advisor’s report.  15 



  MS. MATTHEWS:  Good afternoon, just very 16 



briefly, this is Alana Matthews, Public Advisor.  17 



I wanted to make the Commission aware that we are 18 



happy to implement a new procedure for all of the 19 



workshops, basically citing what we’re involved 20 



in, where there are verbal comments sometimes 21 



that get lost, so we are providing laptops when 22 



we attend, and if we are not, we’re asking staff 23 



so that those who make verbal comments have the 24 



opportunity to upload that through our eFiling 25 
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system, and where it’s appropriate, we’ll be 1 



implementing that or at least talking with staff 2 



to make sure that goes across the board.  Thank 3 



you.  4 



  CHAIRMAN WEISENMILLER:  Thank you.  Very 5 



good idea.  Public comment?   6 



  MS. MATTHEWS:  I do have one other item.  7 



I believe that there was a gentleman named Ried 8 



Hitch who had called in earlier with regard to 9 



Item 5 on the Agenda, and there was 10 



miscommunication, so the item had already been 11 



adopted prior to him being able to make a 12 



comment.  During the lunch recess, we were able 13 



to contact and leave a voicemail, and asked him 14 



at least to either call back and make public 15 



comment at this time, or to submit his comment in 16 



writing, so even if he is not here on the phone 17 



now, I wanted the Commission and Chair to know we 18 



did reach out to him.  19 



  CHAIRMAN WEISENMILLER:  Thank you for 20 



doing that.  I appreciate it.   21 



  MR. SPLITT:  Okay, I guess maybe the best 22 



is for last, I don’t know.  It’s Pat Splitt from 23 



App-Tech.  Besides being an energy consultant, I 24 



also design residential hydronic heating and 25 
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space conditioning systems.  And currently two of 1 



the projects I’m working on are either very low 2 



energy, or even some passive house super low 3 



energy homes, or homes that are going at least to 4 



Zero Net Energy by adding PV panels.  And most of 5 



them who do that basically want to do an all= 6 



electric home.  So the type of equipment that 7 



seems to be ideal for many of these situations is 8 



something called an air to water heat pump which 9 



is used in much of the world except right around 10 



here, except just recently, and I have been 11 



trying since December of 2009, four years, to 12 



figure out how to get this equipment listed 13 



correctly in the Appliance Directory so I can 14 



legally have these things installed.  As of 15 



today, I still can’t do it.  The first company 16 



that came to the Commission was Daikin Alltherma, 17 



which is exactly the same equipment, air to water 18 



heat pump, and that was in 2009, they’re still 19 



not listed in the Appliance Directory, there is 20 



no way to do it.  To try to speed this up, I 21 



actually went to a company that makes this 22 



equipment and I got them to test a piece of 23 



equipment, even though the Commission didn’t have 24 



an official way of doing it, to test it to the 25 
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reference standard that is in the Title 24 right 1 



now at a CEC certified testing laboratory, and 2 



all that testing was done last July.  The only 3 



thing that was left to do was they had to upload 4 



the data to the data registry.  To do that, the 5 



Appliance Office requires that a spreadsheet be 6 



filled out and there’s a particular spreadsheet 7 



for each type of equipment, so normally the 8 



certified testing laboratory would move their 9 



data into this spreadsheet, then send the 10 



spreadsheet to the appliance office, and then it 11 



automatically would populate the appliance 12 



directory so nobody could make any mistakes.  13 



Well, they can’t do that because the spreadsheet 14 



doesn’t exist.  And this is just an example that 15 



I’ve been up against for years.  I have equipment 16 



that I want to use.  There are several other 17 



companies now that are trying to find out how 18 



they can get the Appliance Office to list their 19 



equipment, or what they have to do, and the 20 



Appliance Office doesn’t even get back to them.  21 



They have no answer.  I’ve been working most 22 



recently with Pippin Brehler in the Legal 23 



Department, and somehow he got stuck with this 24 



problem, and it’s really not a legal problem, but 25 
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people were raising legal questions, and so it’s 1 



taken him a while and he’s not here today, and he 2 



won’t be back for the 17th, but I think all the 3 



legal questions have been answered and I think 4 



that’s fine, but that won’t help me at all 5 



technically because there’s still no way to 6 



upload this data and the main problem is there’s 7 



no connection between the people in the Appliance 8 



Office and the Building Standards Office.  The 9 



Appliance Office, they’re sort of bookkeepers, 10 



it’s the people down in the --  11 



  CHAIRMAN WEISENMILLER:  Let me encourage 12 



you to take up the issue with the Executive 13 



Office or with the assigned Commissioner.   14 



  MR. SPLITT:  Well, I’d like to have –- 15 



  CHAIRMAN WEISENMILLER:  But, I mean, your 16 



time is up, the three minutes, I’m sorry.  It’s 17 



been a long day.  18 



  MR. SPLITT:  And I’ve been waiting here 19 



hours to speak.  20 



  CHAIRMAN WEISENMILLER:  Well, I realize 21 



that, but your three minutes is up.   22 



  COMMISSIONER MCALLISTER:  I’ll encourage 23 



you, so this would be in my office, I’m happy to 24 



facilitate the conversation with staff to start 25 
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off because I, you know, based on what you’ve 1 



said, I don’t exactly know what the pathway would 2 



be and don’t have an immediate read on it, but 3 



yeah, I’ll offer that for sure.  And I don’t see 4 



anybody from the Appliances Office actually here 5 



right now, but you know, we’ll see what we can 6 



figure out actually where this belongs, whether 7 



it’s actually in Title 24 or if it’s in Title 20, 8 



or what.  9 



  MR. SPLITT:  And one other thing I’ll 10 



mention, there were people here from Daikin 11 



Alltherma, they’re variable flow systems that 12 



everybody is praising?  They’re not listed in the 13 



Appliance Directory either.  So every one of 14 



those is illegal that’s been sold in California, 15 



and you’re praising them for breaking your rules. 16 



  CHAIRMAN WEISENMILLER:  I don’t remember 17 



anything being on the record on that, so thank 18 



you.  This meeting is adjourned.   19 



(Whereupon, at 3:55 p.m., the Business Meeting 20 



was adjourned.) 21 



  22 



    23 



 24 



 25 
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 P R O C E E D I N G S 1 



AUGUST 27, 2013                        10:05 a.m. 2 



  COMMISSIONER DOUGLAS:  Let's start the 3 



Business Meeting with the Pledge of Allegiance.   4 



  (Whereupon, the Pledge of Allegiance was  5 



  recited in unison.) 6 



  COMMISSIONER DOUGLAS:  All right, well 7 



let's start with Item 1 -- actually, why don't I 8 



start with just one or two notes on the agenda.  9 



We have nothing on Item 2, so we won't be doing 10 



Item 2.  Item 5 will be deferred to a future 11 



business meeting.   12 



  And so, with that, let's take up Item 1, 13 



the Consent Calendar.  I'm sorry, we'll do -- 14 



Commissioner McAllister has a brief disclosure, 15 



and then we'll go to the Consent Calendar. 16 



  COMMISSIONER MCALLISTER:  So this is not 17 



the Consent Calendar, but I figured I would just 18 



go ahead and do it upfront so we don't have to 19 



interrupt the flow.   20 



  So I actually don't have the recues on 21 



any items today, but I wanted to just do a little 22 



disclosure here that Items 9 -- I'll just read 23 



them out here -- none of these items benefit the 24 



U.C. Davis King School, but they do have to do 25 
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with a U.C. generally, and my wife is a Professor 1 



there as of last week, so I just wanted to make 2 



sure that I disclosed that.  And the items in 3 



question here are 9a(i) and (ii), 9d(iii), 4 



9d(vi), 9d(vii) and 9d(viii), and Item 13 that 5 



have something to do with the U.C. system.  So 6 



that's my disclosure, so let's proceed.  Thank 7 



you.  8 



  COMMISSIONER DOUGLAS:  All right.  Thank 9 



you, Commissioner McAllister.  With that, Item 1, 10 



Consent Calendar.  Do we have a motion?  11 



  COMMISSIONER MCALLISTER:  I'll move 12 



consent.  13 



  COMMISSIONER SCOTT:  Second.   14 



  COMMISSIONER DOUGLAS:  All in favor? 15 



  (Ayes.)  The item is approved 16 



unanimously.  17 



  COMMISSIONER DOUGLAS:  Item 3, Los 18 



Esteros Critical Energy Facility Phase 2.  Craig.  19 



  MR. HOFFMAN:  Good morning, 20 



Commissioners.  My name is Craig Hoffman and I'm 21 



your Compliance Project Manager for the Los 22 



Esteros 2 project.  With me this morning is Nancy 23 



Fletcher, Air Resources Engineer.   24 



  Staff is requesting that the Energy 25 
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Commission adopt an Order Approving the Petition 1 



to Modify the Los Esteros 2 Decision and adopt 2 



the new Proposed and Revised Conditions of 3 



Certification.   4 



  On November 28, 2012, Los Esteros Energy 5 



Facility filed a Petition with the Energy 6 



Commission requesting to modify the Final 7 



Decision.  The Los Esteros Energy Facility is a 8 



320-megawatt combined-cycle facility certified by 9 



the Energy Commission on January 2, 2011.  The 10 



project went commercially active on August 9, 11 



2013, and the project is finishing commissioning 12 



activities as we speak.  13 



  The facility is located in the City of 14 



San Jose and Santa Clara County.  The Petition 15 



requests changes to Air Quality Conditions of 16 



Certification that clarify monitoring and testing 17 



requirements, and makes no changes to any 18 



emission limits.   19 



  Changes are requested to extend the 20 



timing for conducting initial source testing and 21 



make corrections to permit language.  The 22 



addition of Proposed Condition of Certification 23 



AQ48 would allow a spare power turbine to be 24 



located on site in case any of the four trains 25 
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would ever go down.  Proposed modifications to 1 



Conditions of Certification AQ11, 19, 20, 21, 22, 2 



24, 25, 26, 27, 44, and 45, and the addition of 3 



AQ48 will assure compliance with LORS and assure 4 



the air emission limits remain less than 5 



significant.  6 



  The Bay Area Air Quality Management 7 



District will not approve any revisions to the 8 



authority to construct until the Energy 9 



Commission adopts an Order approving this 10 



Amendment.   11 



  In case of public review, on December 3, 12 



2012, a Notice of Receipt was docketed and mailed 13 



to the Post-Certification mail list and posted on 14 



the Energy Commission website.  On July 22, 2013, 15 



the staff analysis with notice was docketed, 16 



mailed to the post-certification mail list, and 17 



posted to the Energy Commission website, and sent 18 



out to the Listserv.   19 



  The Applicant provided comments on 20 



August 8th for a wording clarification for new 21 



Condition 48.  Staff has no problem with the 22 



language change and the clarification reinforces 23 



that the spare turbine is onsite.     24 



  The 30-day comment period for the staff 25 
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analysis ended on August 22nd, and no additional 1 



comments have been received.   2 



  Staff is available to respond to any 3 



questions the Commission might have, and the 4 



Applicant is here, as well.  Thank you.  5 



  COMMISSIONER DOUGLAS:  Thank you, Craig.  6 



Can we hear from the Applicant, please?  7 



  MR. WHEATLAND:  Good morning.  I'm Greg 8 



Wheatland and with me this morning is Barbara 9 



McBride.  We're here for Los Esteros.  We'd like 10 



to thank Mr. Hoffman and the Commission staff for 11 



their review of this amendment and for their 12 



recommendation of approval.  I don't have a 13 



formal presentation today, but we are available 14 



to answer any questions that you may have.  15 



  COMMISSIONER DOUGLAS:  All right, well, 16 



thank you very much.  Commissioners, I have 17 



looked at this, I typically review all the 18 



amendments and siting matters that go through 19 



here, particularly closely.  I think this is a 20 



reasonable proposal, it obviously was posted and 21 



didn't get any public comments.  So at this 22 



point, I think we're looking for a motion for 23 



Item 3, unless anyone has other questions or 24 



comments.   25 
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  COMMISSIONER MCALLISTER:  I'll just 1 



note, I mean, if there are no emissions changes 2 



of note, the Bay Area AQMD has said they're okay 3 



with it, there are no LORS issues, it seems like 4 



a pretty straightforward change, so I'll move 5 



Item 3.  6 



  COMMISSIONER SCOTT:  Second.  7 



  COMMISSIONER DOUGLAS:  All in favor?  8 



  (Ayes.)  The item is approved 9 



unanimously.  Thank you.  10 



  COMMISSIONER DOUGLAS:  Item 4, Walnut 11 



Energy Center Project.  Possible approval of a 12 



Petition to increase the backup water supply 13 



limit of 51-acre feet per year to 180-acre feet 14 



per year when recycled water is not available.  15 



Joseph, please.  16 



  MR. DOUGLAS:  Good morning, 17 



Commissioners.  My name is Joseph Douglas and I'm 18 



a Compliance Project Manager for the Walnut 19 



Energy Center Authority Amendment.  With me this 20 



morning is Jeffrey Ogata, Assistant Chief 21 



Counsel.  Also present are representatives from 22 



Walnut Energy Center Authority, the owners of 23 



Walnut Energy Center Power Project.   24 



  The Walnut Energy Center Power Project 25 
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is a nominal 250-megawatt combined-cycle plant 1 



located in the City of Turlock in Stanislaus 2 



County.  The project was certified by the Energy 3 



Commission on February 18, 2004, and began 4 



commercial operation on February 28, 2006.   5 



  On January 21, 2011, Walnut Energy 6 



Center filed a petition with the California 7 



Energy Commission to modify the wording of the 8 



existing Condition of Certification Soils and 9 



Water 5, allowing Walnut Energy Center to 10 



increase the backup water supply when recycled 11 



water is not available.   12 



  The project was licensed to use up to 13 



1,800 acre feet per year of recycled water.  And 14 



when recycled water was not available as the 15 



project commenced operation, the project was 16 



permitted to use potable water as a bridge supply 17 



until the recycled water became available.   18 



  In 2005, the Energy Commission approved 19 



an amendment that changed the source of the 20 



backup water supply from potable water to poor 21 



quality groundwater from Walnut Energy's onsite 22 



wells.  The groundwater was also approved as a 23 



backup water source until the City of Turlock's 24 



Wastewater Treatment Plant was able to produce 25 
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sufficient quantities of recycled water.  Once 1 



recycled water could be delivered, 51 acre feet 2 



of groundwater was permitted to be used as a 3 



backup source in an event of a short term 4 



interruption in recycled water delivery.   5 



  Since the City of Turlock has begun 6 



supplying recycled water to Walnut Energy, 7 



interruptions of recycled water supply have been 8 



more frequent than anticipated.  The proposed 9 



modifications will allow Walnut Energy Center 10 



Authority to increase the backup water supply 11 



limit of 51 acre feet to 100 acre feet per year.  12 



However, the maximum water supply volume the 13 



plant is licensed to use will remain at 1,800 14 



acre feet per year.  15 



  The Notice of Receipt was mailed to the 16 



Walnut Energy Center Post-Certification Mailing 17 



List, docketed and posted to the Energy 18 



Commission website on February 8, 2011.  Staff's 19 



analysis of the Petition was docketed, posted to 20 



the Web, and mailed to the Walnut Energy Center 21 



Post-Certification Mailing List on June 28, 2013.   22 



  Energy Commission staff reviewed the 23 



Petition and finds that it complies with the 24 



requirements of Title 20, Section 1769A of the 25 
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California Code of Regulations, and recommends 1 



approval of the post-project modifications and 2 



associated revisions to soil and water resources 3 



based upon staff's findings and subject to the 4 



Revised Condition of Certification.  Thank you.  5 



  COMMISSIONER DOUGLAS:  Thank you.  Can 6 



we please hear from Walnut Energy Center?  7 



  MR. HARRIS:  Yeah, thank you.  Good 8 



morning.  I'm Jeff Harris on behalf of the Walnut 9 



Energy Center.  To my right is Mr. Brian 10 



LaFollette, who is the Assistant General Manager 11 



from the district for Power Supply 12 



Administration.  Sitting in the audience behind 13 



me, as well, is Mr. George Davies, and George is 14 



the Combustion Turbine Department Manager, the 15 



guy who is there every day, on the ground, making 16 



sure things work right.  And Susan Strachan is 17 



also in the audience from Strachan Consulting.  18 



That's our team, been working on this.   19 



  I want to basically start out by telling 20 



you that we definitely support the staff's 21 



position on this and our request for you today is 22 



to approve the staff's recommendation.  I don't 23 



have any formal presentation either, I think Mr. 24 



Wheatland did that right.  We're available to 25 
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answer any questions.  I do want to thank the 1 



staff, Joe, all the folks in the Water 2 



Department, for taking us through this, it took a 3 



long time to get there, but we've developed some 4 



very good working relationships now, and I think 5 



that's the best thing to come out of this.  And 6 



we look forward to working with the staff in the 7 



future.   8 



  COMMISSIONER DOUGLAS:  Well, that's 9 



great.  I appreciate hearing this and I know that 10 



you did work hard with staff and really 11 



iteratively with staff to get to a satisfactory 12 



resolution of this issue, so I really appreciate 13 



that, as well.  And with that, Commissioners, I 14 



certainly recommend this item for our support.  15 



  COMMISSIONER MCALLISTER:  Just one 16 



question.  Were there sort of the -- what was the 17 



discussions that were on the ground in the 18 



district, you know, about the water supply and 19 



whether the increment from 51 to 180 was -- what 20 



impact, negative impacts, and sort of how did you 21 



work through that discussion?  Were there locals 22 



that were -- local stakeholders that you had to 23 



sort of work with on that issue to get to the 24 



resolution that you have?  25 
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  MR. HARRIS:  It was a long process, but 1 



again, ultimately a very good process and we 2 



ended up in the right place.  The district has 3 



about a 700-megawatt peaking capacity -- what's 4 



our peak?  A little less than that.  This asset, 5 



the Walnut Energy Center, represents about 35 6 



percent of all the energy that TID either 7 



generates or purchases, which is a very 8 



significant part of that.  It's also -- the 9 



lynchpin of the Balancing Authority for the 10 



district, and one of the things that the 11 



Commission did approve in the project was to 12 



basically say we understand that, we're not going 13 



to require you to shut down, so we went back and 14 



forth with staff, traded data, and tried to come 15 



up with a number.  The big issue for us is that 16 



we're dependent on the water supply from the City 17 



of Turlock Wastewater Treatment Plant, and the 18 



City of Turlock is independent of the Turlock 19 



Irrigation District, we're a customer to them.  20 



And we think on the whole that project will be 21 



reliable over time, it's gotten better over time, 22 



we think, and as we go forward we think it will 23 



get better.  So I think what you see is really 24 



planning against a very bad outcome that we think 25 
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is now a low probability outcome with this number 1 



that has been recommended by staff.  2 



  COMMISSIONER MCALLISTER:  Okay, so I 3 



guess you mentioned the City, I guess I was just 4 



wondering, is the City on board with this 5 



resolution as well?  6 



  MR. HARRIS:  Yeah, George, as I 7 



mentioned before, works very closely with the 8 



City.  We've had many meetings with the City to 9 



talk about their operations and how to make the 10 



facility more reliable.  Some of the problems 11 



that have occurred recently have been really 12 



related to the changes in the Regulation of the 13 



wastewater treatment plant, and so in some ways 14 



out of the control of the City of Turlock, as 15 



well.  But that coordination happens on a regular 16 



basis and we also coordinate with your staff.  We 17 



have a requirement to notify you within 24 hours 18 



of anything that happens going forward.  And 19 



there really hasn't been any local interest, to 20 



actually answer one of your questions directly.  21 



We've had basically nobody from the public show 22 



up and be concerned about this issue, and I think 23 



the wastewater treatment plant is happy to have 24 



us as a customer.  So overall, things are very 25 











 



  18 
CALIFORNIA REPORTING, LLC 



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



 



nice in Turlock.  1 



  COMMISSIONER MCALLISTER:  Great.  So 2 



I'll move Item 4.  3 



  COMMISSIONER HOCHSCHILD:  Second.  4 



  COMMISSIONER DOUGLAS:  All in favor?  5 



  (Ayes.)  The item is approved 6 



unanimously.  Thank you.   7 



  COMMISSIONER DOUGLAS:  Item 6.  Lodi 8 



Energy Center.  Consideration of a Petition to 9 



Amend 12 Air Quality Conditions of Certification 10 



for the Lodi Energy Center to allow increased 11 



emissions during startup, allow gas turbine 12 



tuning necessary for periodic maintenance and 13 



calibration, to amend the minimum temperatures 14 



for the selective catalytic reduction system to 15 



start ammonium injection, and to change the 16 



specifications of the volumetric fuel flow meter.  17 



Eric.   18 



  MR. VEERKAMP:  Good morning, 19 



Commissioners.  My name is Eric Veerkamp and I'm 20 



a Compliance Project Manager for the proposed 21 



amendment for the Lodi Energy Center.  I have 22 



Joseph Hughes with the Air Quality staff here, as 23 



well, this morning.  And also, representing the 24 



owner in the audience, we have Jeff Adkins, 25 
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Michael DeBartoli, and Vinnie Venethongkham.   1 



  The Lodi Energy Center is a 296-megawatt 2 



natural gas-fired combined-cycle generating 3 



facility consisting of one combustion turbine 4 



generator, one condensing steam turbine 5 



generator, one heat recovery steam generator and 6 



associated equipment.   7 



  The plant is located in the City of Lodi 8 



next to the City's wastewater treatment plant on 9 



I-5 at Thornton Rd.  The project was certified by 10 



the Commission in April of 2010 and began 11 



commercial operation in November, two years later 12 



in 2012.   13 



  The Petition was filed with the 14 



Commission on April 14, 2013, requesting 15 



revisions to eight Air Quality Conditions of 16 



Certification.  But as a result of subsequent 17 



discussions with the owner that occurred during 18 



staff review, as well as a letter that we 19 



received from the owner, there are a total of 12 20 



Conditions of Certification proposed for 21 



revision.   22 



  The first request is to allow increased 23 



CO emissions during combustion turbine startup, 24 



and that's Air Quality Condition 25.  The request 25 
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is being made to match actual as measured 1 



performance, rather than anticipated performance 2 



approved by the Commission as a part of the final 3 



decision.  Second, there is a request to allow 4 



gas turbine combustor tuning that's necessary for 5 



periodic maintenance and calibration, and to 6 



ensure appropriate recordkeeping for tuning 7 



events.  That is related to Air Quality Condition 8 



22, 26, 27, 28, 29, 32 and 33, as well as 65 and 9 



66.   10 



  There is also a request to revise the 11 



language which refers to establishing the minimum 12 



temperature at which the Selective Catalytic 13 



Reduction or the SCR system starts the ammonia 14 



injection, and that's Air Quality 22 and 23.   15 



  And finally, there's a request to define 16 



the type of volumetric fuel flow meter that's 17 



used to measure the amount of natural gas 18 



combusted.  And that's Air Quality 52.   19 



  Energy Commission staff has reviewed 20 



this Petition to Amend all of the revised 21 



conditions and have assessed their impacts on 22 



environmental quality and on public health and 23 



safety.  Staff has determined that, despite the 24 



increase in CO emissions, there would be no 25 
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significant impacts to air quality primarily 1 



because the increase is well within the limits of 2 



the original analysis, which was found to be not 3 



significant at that time.   4 



  There is no need for additional emission 5 



credits, and since the area is in attainment for 6 



CO, staff is recommending approval of all the 7 



proposed changes.   8 



  COMMISSIONER DOUGLAS:  Thank you -- oh, 9 



sorry, I thought you were done, go ahead.  10 



  MR. VEERKAMP:  I'm sorry.  In staff's 11 



opinion, with the implementation of the revised 12 



conditions, the project will remain in compliance 13 



with the LORS and procedurally the staff 14 



analysis, which was dated July 18, 2013, was 15 



docketed and posted to our website on July 8th, 16 



and the public review period expired on August 17 



8th, and we didn't receive any comments.  And 18 



that does conclude my presentation.  I'd be happy 19 



to take any questions you might have.  20 



  COMMISSIONER DOUGLAS:  Thank you.  So 21 



let's go on to Lodi Energy Center, then, and to 22 



hear from you, please.  23 



  MR. ADKINS:  My name is Jeff Adkins with 24 



Sierra Research, representing Lodi Energy Center.  25 
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Also with me is Michael DeBartoli, the Plant 1 



Manager at Lodi Energy Center.  I'd like to thank 2 



Mr. Veerkamp for his presentation and 3 



recommendation of approval.  We have no formal 4 



presentation, but we are available for answering 5 



questions.  Thank you.  6 



  COMMISSIONER DOUGLAS:  So one question 7 



that I think just might be helpful as background 8 



is, if you, either staff or Lodi Energy Center, 9 



could just provide some background on how, you 10 



know, sometimes we will set conditions based on 11 



anticipated performance, and then need to true it 12 



up based on actual performance, and maybe that's 13 



a good one to start with staff, and then hear 14 



from Applicant, just a little more background on 15 



the purpose and reason for the changes.  Go 16 



ahead, Eric.  17 



  MR. VEERKAMP:  I'm not sure how 18 



effectively I can speak to that issue other than 19 



to say that I think staff was very thorough 20 



during the original analysis in looking at the 21 



amount of emissions that were allowable, if you 22 



will, and the fact that they are realizing that 23 



they do need to true that in, it's still within 24 



the limits of the analysis that was done, making 25 
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it non-significant.  But I know Joseph Hughes 1 



could probably speak to more detail on that if 2 



you'd like -- 3 



  COMMISSIONER MCALLISTER:  Can I just 4 



maybe put a finer point on that?  So, could you 5 



just say what the original analysis is and those 6 



limits, and then what ended up in the actual 7 



application?  Those sound like those were 8 



different and we're now truing up the actual 9 



conditions, but it's still within some original 10 



analysis limit, so if you can just give that 11 



background, that would be great.  12 



  MR. VEERKAMP:  As I recall, the original 13 



analysis provided a maximum emission limit of 14 



1,500 -- is it tons or pounds -- pounds per hour.  15 



And the proposed change with a -- fudge factor 16 



isn't the best term -- but with that added in, 17 



the maximum is up to 1,200 pounds per hour, so 18 



it's still well within what was originally 19 



analyzed.  20 



  MR. HUGHES:  Yeah, I think if I can help 21 



there, I think what Eric is pointing out is the 22 



worst case emissions that were evaluated and 23 



permitted were 900 pounds per hour; however, when 24 



we looked at the impacts associated with the 25 
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commissioning period, I think those were up to 1 



about 2,000 pounds per hour, and the impacts 2 



associated with that we determined wouldn't be 3 



significant.  For this request, we evaluated the 4 



increase to 1,500 pounds per hour and also 5 



determined that, for both one hour and eight hour 6 



ambient air quality standards, it would be well 7 



below those standards, but we are in fact 8 



actually asking to increase from 900 to 1,500 9 



pounds per hour because, after the Applicant -- 10 



when they came in for the original Application 11 



for Certification, they presented data based off 12 



of similar type engines, and after initial 13 



commissioning and operation, they determined that 14 



under certain conditions like low load, cold 15 



ambient temperatures, the emissions were actually 16 



slightly higher than what was originally 17 



anticipated.  Some of the CEMS data from like 18 



early November show that there were limits during 19 



these cold starts that reached about 1,200 pounds 20 



per hour, and based off discussions with Air 21 



Quality Management District, they decided to 22 



include a margin of safety of 25 percent, and so 23 



that's where we're at, at the 1,500 pounds.  We 24 



evaluated it and determined that there wouldn't 25 
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be any additional significant impacts associated 1 



with that.  Oh, I'm sorry, this is Joseph Hughes 2 



with Air Quality.   3 



  COMMISSIONER DOUGLAS:  Thank you.  And 4 



that's very helpful.  That's what I was asking.  5 



Let me just see if there's any addition from Lodi 6 



Energy Center.  7 



  MR. ADKINS:  Yes.  As Mr. Hughes said, 8 



the original maximum hourly startup when it was 9 



900 pounds per hour, during certain specific 10 



situations, in this case it was cold start and 11 



cold ambient, we saw peaks during actual startups 12 



around 1,200 pounds per hour.  We then went in 13 



with a request to the Air District for 1,500 14 



pounds per hour to account for these situations.  15 



  Just as a little bit of background, this 16 



is a combined-cycle fast start technology, so 17 



we're pushing the limits of how fast we can bring 18 



up this combined-cycle unit, and in doing that 19 



there are situations where just a couple of 20 



minutes make a big difference, and this is kind 21 



of the result of that.  22 



  COMMISSIONER DOUGLAS:  Yeah, that makes 23 



sense, and I think to some degree the broader 24 



point here is that it's very helpful to come in 25 
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and show what kind of engine you plan to use, and 1 



comparable performance in other circumstances, 2 



but obviously both the climate and the area 3 



you're operating in, and the manner in which you 4 



operate the plant can impact those numbers, and I 5 



think we're just seeing some of that here.  So 6 



let me just ask if there are any other questions?  7 



Commissioner Scott?  8 



  COMMISSIONER SCOTT:  I have a follow-up 9 



question also on the amending the minimum 10 



temperatures for the selected catalytic 11 



reduction, and I know this is used to help reduce 12 



the NOx emissions, and so I'm wondering, talk to 13 



us a little bit more about that.  So if you're 14 



amending these temperatures, are you expecting to 15 



get a more effective reduction of NOx?   16 



  MR. HUGHES:  Actually, for this 17 



particular change, generally, yeah, the selective 18 



catalytic reduction system injects ammonia to 19 



create a chemical reaction that does reduce 20 



nitrogen oxides.  However, for this particular 21 



amendment, this portion, it's just an 22 



administrative change.  That minimum catalytic 23 



temperature has already been established for 106 24 



degrees, I think, and so for the administrative 25 
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change that's happening here, it's just so that 1 



we can revisit it in the future in case there's 2 



ever a part replacement and we need to then 3 



further amend the catalytic temperature at that 4 



time.  5 



  COMMISSIONER SCOTT:  Thanks.  6 



  COMMISSIONER MCALLISTER:  So there are 7 



no additional emissions associated with that. 8 



  MR. HUGHES:  No, no.  9 



  COMMISSIONER MCALLISTER:  Yeah, I just 10 



wanted to make a comment, really.  I guess I 11 



wanted to highlight this plant and the technology 12 



more generally, just as something that is 13 



important for California as we engage, you know, 14 



ever deeper in the discussion of flexible 15 



resources and the need for load following 16 



resources as our sort of demand side, and 17 



generation mixes interact in ever more 18 



complicated ways.  And so I think, I mean, 19 



combined-cycle has the benefit obviously of high 20 



efficiency, and traditionally it's been with a 21 



cost on the flexibility and the ramping 22 



capability that's starting in the ramping 23 



capability of gas-fired technologies, and so the 24 



fallback has tended to be a single cycle, if you 25 
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really needed that flexible capacity.  So this 1 



plant, I think, has it largely both ways where we 2 



get, you know, when it's running for a little 3 



while after starting it does operate efficiently, 4 



but it also has that quick ramping capability, 5 



and that's a technological innovation that I 6 



think Lodi is proving out.  And so these tweaks 7 



and this truing up, I think, is part of that 8 



process.  And you know, metallurgical and in 9 



other ways, it's testing the limits of technology 10 



and I think it's quite an interesting project and 11 



it's steel in the ground at the POU, and I think 12 



it's in a lot of ways a really great project and 13 



quite exemplary, you know, given -- obviously we 14 



need more on the demand side, we need more Demand 15 



Response, we need lots of other flexible 16 



resources, and we can't rely on natural gas 17 



alone, but I think to the extent we need this 18 



sort of cutting edge technology, this is a good 19 



demonstration project, and I was fortunate enough 20 



to go visit the plant and see it working.  And I 21 



think that, combined with the implementation 22 



time, it was pretty quick -- I think it was, you 23 



know, a nice role, a nice modeling role that Lodi 24 



has played.  So thanks for that.  And anymore 25 
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questions?   1 



  COMMISSIONER DOUGLAS:  Is there a 2 



motion? 3 



  COMMISSIONER MCALLISTER:  I'll move Item 4 



6.  5 



  COMMISSIONER SCOTT:  Second.  6 



  COMMISSIONER DOUGLAS:  All in favor?  7 



  (Ayes.)  The item is approved 8 



unanimously.  Thank you.  9 



  COMMISSIONER DOUGLAS:  Item 7.  Redondo 10 



Beach Energy Project.  Let's see, 7a, we'll start 11 



there, is Commission consideration of the 12 



Executive Director's data adequacy recommendation 13 



for the Redondo Beach Energy Project.   14 



  MS. KELLY:  Good morning, Commissioners. 15 



I am Pat Kelly, Project Manager for the Redondo 16 



Beach Energy Project.  To my right is Kerry 17 



Willis, the project attorney.   18 



  On November 20, 2012, the California 19 



Energy Commission received an Application for 20 



Certification from AES Southland, LLC to 21 



construct, own, and operate the Redondo Beach 22 



Energy Project.  The proposed project site is 23 



located at 1100 North Harbor Drive in the City of 24 



Redondo Beach, southeast of and adjacent to North 25 
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Harbor Drive and Herondo Street.   1 



  The project would utilize 10.5 acres, in 2 



addition to a 2.2 acre existing switchyard 3 



located entirely within the approximately 50-acre 4 



footprint of the existing Redondo Beach 5 



Generating Station.  The proposed Redondo Beach 6 



Energy Project would be a natural gas-fired 7 



combined-cycle air-cooled 496-megawatt electrical 8 



generating facility that would be constructed on 9 



the site of, and eventually replace the existing 10 



Redondo Beach Generating Station.   11 



  The project would also eliminate the use 12 



of ocean water for cooling to comply with State 13 



Water Board policy.   14 



  This Application, or AFC, was reviewed 15 



for data adequacy on January 9, 2013.  The Energy 16 



Commission determined the AFC inadequate and 17 



adopted a list of deficiencies in six technical 18 



areas: air quality, biological resources, 19 



cultural resources, traffic and transportation, 20 



transmission system design, and waste management.  21 



The Applicant provided supplemental information 22 



on January 30, 2013 and February 20, 2013.  In 23 



addition, on July 9, 2013, the South Coast Air 24 



Quality Management District provided a letter 25 
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confirming that the application to the Air 1 



District was now complete.  Staff has completed 2 



its data adequacy review of the AFC and has 3 



determined the AFC and supplemental information 4 



meets all the requirements listed in Title 20, 5 



California Code of Regulations, Section 1704, 6 



Appendix B, for the 12-month process.   7 



  Once the project is determined to be 8 



data adequate by the Commission, the Energy 9 



Commission staff will begin the environmental 10 



analysis for each technical topic.  Staff will 11 



provide data requests pertaining to specific 12 



technical topics for the Applicant to respond.  13 



  During the staff discovery period, 14 



public workshops will be scheduled for staff, 15 



Applicant, and other parties to discuss specific 16 



issues at workshops or public meetings that 17 



provide opportunities to participate in the 18 



review process.  A notice is provided at least 10 19 



days prior to each workshop on the Energy 20 



Commission's website, and is emailed to people on 21 



the Proof of Service list and the Listserv.  22 



Other agencies, as well as the public, are 23 



invited to attend or phone in, and will be given 24 



an opportunity to comment.  25 
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  The Energy Commission received two 1 



separate Data Adequacy comment letters, first 2 



from the City of Redondo Beach, and a second from 3 



Build a Better Redondo, and NoPowerPlant.com, and 4 



Commissioner Bill Brand, which identifies 5 



technical areas of concern.  The Energy 6 



Commission provided response letters which are 7 



available on the Energy Commission Project web 8 



page.  Staff determined the issues raised in both 9 



the data adequacy comment letters go beyond the 10 



scope of information required in Appendix B, 11 



Section 1704, Title 20.  Staff has been directed 12 



to revisit and review the concerns addressed in 13 



the letters during the environmental analysis or 14 



discovery phase of the process, which begins when 15 



the Commission determines the project is data 16 



adequate.   17 



  Staff recommends the Commission find the 18 



project data adequate and appoint a committee to 19 



oversee the Redondo Beach Energy Project.  Staff 20 



is present in the room to address questions, plus 21 



there are representatives from the City of 22 



Redondo Beach, as well as South Coast Air 23 



District today.  I believe they wish to make 24 



public comment on this project.  That concludes 25 
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staff's presentation.  Thank you.  1 



  COMMISSIONER DOUGLAS:  Thank you.  And 2 



let me just ask a brief question.  When was 3 



staff's response to the two letters posted?  4 



  MS. KELLY:  It was the -- let me look -- 5 



okay, on December 21, 2012, the response was sent 6 



to the Mayor at the time, Mike Gin, responding to 7 



the City's letter, which identified 15 areas that 8 



they felt were inadequate as far as data 9 



inadequate.  And then the second letter, which 10 



was written to Build a Better Redondo and 11 



NoPowerPlant.com was dated January 8, 2013, and 12 



they were docketed -- the January 8th letter was 13 



docketed on January 8th and the letter to the 14 



Mayor was docketed on December 27th, but it's 15 



dated the 21st.   16 



  COMMISSIONER DOUGLAS:  All right, well, 17 



thank you.  Great.  Let's hear from the 18 



Applicant.  19 



  MR. O'KANE:  Thank you, Commissioner.  20 



My name is Stephen O'Kane.  I am the Vice 21 



President of AES Southland Development, the 22 



Applicant, and I'm also the Manager of 23 



Sustainability and Regulatory Compliance for the 24 



operating companies that include the existing 25 
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Redondo Beach Generating Station.   1 



  I don't have a formal presentation, but 2 



I do want to say a few words.  First, I'd like to 3 



introduce some members of my team.  First in the 4 



audience behind me is my colleague, also with AES 5 



Southland, Julie Gill, out of our Government and 6 



Regulatory Affairs; to my left here is our legal 7 



counsel from Ellison, Schneider & Harris, Greg 8 



Wheatland; his assistant behind me, Assistant 9 



Legal Counsel -- we'll be careful there -- 10 



Samantha Pottenger; and my Environmental 11 



Consultants from CH2M Hill, our Project Manager, 12 



Sarah Madams, and Jerry Salamy.  Thank you.   13 



  I'd like to really thank the CEC staff 14 



for their work in reviewing and assessing our 15 



application against the requirements for data 16 



adequacy.  This has been a long process.  We 17 



originally filed our application in November of 18 



2012, and I was last in front of this Commission 19 



January 9th, and at that time made the commitment 20 



of addressing all of the outstanding data 21 



adequacy requirements by the end of that month.   22 



  I think the record will show that AES 23 



was able to do that at that date, respond to all 24 



the data adequacy requirements.  However, after 25 
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some input from the U.S. EPA and discussions with 1 



the South Coast Air Quality Management District, 2 



in terms of their completeness for their 3 



application to the AQMD, the AQMD had to reassess 4 



what would be sufficient for them to call the 5 



application complete, which resulted in a number 6 



of iterations for us to get to the point where 7 



all parties were satisfied that we had 8 



appropriately addressed all the new information 9 



and comments.  So that was really the reason why 10 



we're 10 months past the date of initial filing, 11 



we're at a data adequacy recommendation hearing.   12 



  Needless to say, through all that data 13 



adequacy recommendation, new information, this 14 



did not result in any new conclusions from our 15 



environmental analysis, nor did it result in any 16 



change to our design.  I think this was just 17 



further information to be able to provide the 18 



agencies with the tools they needed to begin 19 



their review.  And as Ms. Kelly already stated, 20 



today is to begin that review, it is not to 21 



assess whether or not this -- the merits of this 22 



project.  So it was a long time and, in the 23 



interim, a number of significant events have 24 



occurred in the electricity market, the system, 25 
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and even in the City of Redondo Beach, that are 1 



relevant to this process.   2 



  I think first is the California Public 3 



Utilities Commission's determination and release 4 



of their results and recommendation and 5 



authorization from Track 1 of the 2012 Long Term 6 



Planning Process, which authorized the Investor-7 



Owned Utilities to procure up to 1,800 megawatts 8 



of generation in the Western Los Angeles 9 



Reliability Area, 1,000 to 1,200 megawatts of 10 



that to be gas-fired generation.  Certainly, the 11 



Redondo Beach Energy Project fulfills -- can be 12 



an option that could fulfill that need.   13 



  Secondly, the other major event that 14 



happened was the announcement by Southern 15 



California Edison of the permanent closure of the 16 



San Onofre Nuclear Generating Station, and then 17 



the continuation of a Track 4 in the long term 18 



procurement process to evaluate further need for 19 



generation within the Western Los Angeles 20 



Reliability Area.  And while no determination has 21 



yet been made on exactly how much more we'll 22 



need, as a result of the SONGS no longer being in 23 



service, I think it's very likely, if not a 24 



certainty, that there will be additional 25 
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generation authorized from the Investor-Owned 1 



Utilities to procure.   2 



  And the Redondo Beach Energy Project 3 



would be one of the options that the utilities 4 



could proceed with in maintaining their system 5 



reliability and the goals for safe, clean and 6 



reliable energy for California.  7 



  The other major event that happened took 8 



place in March in the City of Redondo Beach, a 9 



voter-led initiative, Measure A, that would see 10 



the rezoning of our power plant site, our 50-acre 11 



power plant site, into zoning that would be 12 



incompatible with this application.  That zoning 13 



measure was defeated.  A majority of voters in 14 



Redondo Beach did not agree with that process 15 



and, while it was not a vote on the up or down of 16 



this application and this project, I think it was 17 



quite clear that it was a rejection of the vision 18 



that the groups, Build a Better Redondo and 19 



NoPowerPlant.com, had for the Redondo Beach, and 20 



it was also a vote in favor of due process and, 21 



really, I would say, a vote of confidence in this 22 



Commission and its process and your ability to 23 



effectively weigh the merits of our project.   24 



  And so today I urge you to accept the 25 
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staff recommendations for data adequacy.  We 1 



believe -- AES believes -- that we have designed 2 



a project that are going to meet the needs of all 3 



stakeholders and provide safe, clean, reliable 4 



energy that's desperately needed in the Western 5 



Reliability Area.  Thank you.   6 



  COMMISSIONER DOUGLAS:  Thank you.  We 7 



now have a number -- I have a number of blue 8 



cards in my hand.  If anyone is here who would 9 



like to speak and has not filled out a blue card, 10 



please do so, please give it to the Public 11 



Advisor so that I can call on you.  We may also 12 



have people on the phone who would like to speak.  13 



No?  Okay.  All right.   14 



  So let me ask first -- we've got a 15 



couple of representatives from the City of 16 



Redondo Beach, including the Mayor, so let me ask 17 



the Mayor to come forward first.  I'd like to 18 



give the City more or less equal time with the 19 



other participants.  We typically have a three-20 



minute limit, but I'll just say generally equal 21 



time, but that doesn't really mean 40 minutes 22 



each, or 10 minutes each --  23 



  MR. ASPEL:  I don't need that much time.  24 



  COMMISSIONER DOUGLAS:  That's fabulous.  25 
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Go ahead, please.  And welcome to the Energy 1 



Commission.  2 



  MR. ASPEL:  I'm familiar with that 3 



three-minute timer.  I'm from the other side of 4 



the table here.   5 



  COMMISSIONER DOUGLAS:  All right, well, 6 



you can go a little beyond that if you need to, 7 



and welcome. 8 



  MR. ASPEL:  Thank you, I appreciate 9 



that.  My name is Steve Aspel and I am the Mayor, 10 



recently elected in May, and the letters were 11 



going to Mike Gin, the former Mayor.  Let it be 12 



known, I'm not part of the Build a Better Redondo 13 



or NoPowerPlant and I was opposed to the Measure 14 



A also.  That said, that doesn't mean that the 15 



citizens really want a power plant there.  It was 16 



in opposition to the zoning initiative only.  17 



We've had a power plant there for over 100 years 18 



and it has supplied ample electricity, or our 19 



share of electricity to the Southern California 20 



Region for all that time.  And we just think it's 21 



an ancient facility and it needs to be retired.   22 



  The City Council back in April voted 23 



unanimously, and I was one of the Council 24 



members, to oppose the power plant, the 25 
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repowering of this, and that resolution has been 1 



submitted to the Commission.  And the resolution 2 



also stated we oppose it unless the power is 3 



absolutely -- you deem it absolutely necessary.  4 



  But the application submitted by the AES 5 



is inadequate because it fails to address why the 6 



new plant is needed since our independent study 7 



shows the existing and planned electrical 8 



generation is sufficient to meet the needs.  New 9 



air pollution from the power plant, I don't 10 



think, has been addressed properly and, as you 11 



know, it's on the coast and the wind blows 12 



inland, so any pollution coming from that power 13 



plant, while we understand it will be less than 14 



what the current power plant is, would blow 15 



inland over many other cities, not just Redondo 16 



Beach.  17 



  And the application I don't think really 18 



addresses the potential alternatives for the land 19 



use.  The City, myself and the citizens are 20 



willing to work collaboratively with AES to find 21 



a suitable land use that they can return a 22 



healthy profit on.  We've been dealing with this 23 



since I was on the Planning Commission back in 24 



2000 when we had a Heart of the City, I think it 25 
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was Williams Corporation at the time, wanted to 1 



tear down the power plant and build 3,000 condos, 2 



but the citizens didn't want that either.  But 3 



there's some happy medium.  So AES knows that 4 



they can work with us and, if there's no power 5 



plant approved, that all their 56 acres will -- 6 



they'll be allowed to develop and work with the 7 



City and it won't have to be one big park.   8 



  The City wants to be engaged with the 9 



Commission and AES, we're not enemies of AES, 10 



we're not enemies of the Commission.  We would 11 



work collaboratively with everybody at the 12 



Commission and any other agency in California.  13 



  But what I want you to understand is we 14 



are in the process right now of working with a 15 



couple developers about investing $300 million 16 



into the harbor there, and the harbor is directly 17 



across the street from the power plant.  And it's 18 



going to have hotels and retail, all kinds of 19 



shops, and it will be an attractive place for 20 



people from all around, especially Los Angeles 21 



County, to visit.  And since we're a coastal 22 



resort, we do get people from everywhere in 23 



Southern California.   24 



  So having said that, with a $300 million 25 
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investment with all this on the waterfront, it 1 



probably isn't compatible with the power plant 2 



directly behind it.  So we would just like to 3 



work with AES and have you deny their permits, 4 



and the citizens of Redondo, just know that, 5 



while Measure A did not pass, that was just a 6 



separate issue, it was a land use initiative, but 7 



I would believe, as from being recently elected 8 



and knocking on a lot of doors, that 9 



fundamentally the people want their electric 10 



ranges to work and we want the power to go on, 11 



and if you deem it totally necessary, then 12 



everybody would live with that.  But if it's not 13 



deemed necessary, then I believe the majority of 14 



citizens would be tenacious in their fight 15 



against the repowering, as would myself and the 16 



City Council.  So I'm available for any 17 



questions, but I know we have Councilmember Brand 18 



and our City -- excuse me, the City Attorney 19 



couldn't make it today -- and our City Manager 20 



that wants to talk, too.  Anyway, thanks for 21 



hearing us.  I appreciate that.   22 



  COMMISSIONER DOUGLAS:  Thanks very much.  23 



Thanks for making the trip.  We appreciate you 24 



coming here.  All right, so let's go now to Bill 25 
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Brand, please, Councilmember Brand.  1 



  COUNCILMEMBER BRAND:  Well, good 2 



morning, Commissioners.  My name is Bill Brand 3 



with the City Council, Redondo Beach.  I may go a 4 



little over your three minutes, but I'll try to 5 



make it quick.  I'm here to represent the 6 



thousands of residents around this area who will 7 



suffer the brunt of the impacts of a new power 8 



plant this site will bring for decades to come.  9 



  First, I want to turn your attention to 10 



a meeting you guys had in June of 2012 with the 11 



PUC and the ISO in Los Angeles, which I attended, 12 



where one of the ISO presentations, I think it 13 



was given by Neil Millar, stated the most 14 



efficient areas to replace power in this area was 15 



in Los Alamitos and Huntington Beach, not Redondo 16 



Beach.  And this is consistent with CAISO's 17 



affectivity studies that show Los Alamitos and 18 



Huntington Beach plants with higher affectivity 19 



factors than Redondo Beach.   20 



  This is also consistent with the latest 21 



report submitted to you by Advanced Energy 22 



Solutions, that shows adding capacity in Redondo 23 



Beach further away from where the generation is 24 



actually needed with the retirement of SONGS will 25 
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require more capacity to be added in the Southern 1 



California area overall.  With San Onofre 2 



permanently retired, the most efficient location 3 



to add additional capacity are in Orange County, 4 



not Redondo Beach, where line loss will actually 5 



cause more megawatts to be added than would be 6 



necessary if Redondo is retired.   7 



  The overall inefficiencies created by 8 



adding capacity at Redondo Beach undermines the 9 



goal of everyone except AS, of course, to 10 



minimize our reliance on fossil fueled power 11 



plants in densely populated areas of our coast.   12 



  Now, I know the Commission will not be 13 



doing a needs analysis to determine if this plant 14 



is needed from a capacity perspective, but many 15 



do think you will determine if it's needed first. 16 



It will be helpful if the Commission would state 17 



at this meeting that you are not charged with 18 



determining need, only if there is a conflict 19 



with our local laws, ordinances, and resolutions 20 



would a need analysis be performed; most do not 21 



understand this.   22 



  This is a very sensitive site, it's a 23 



unique site where there is no buffer.  The 24 



proposed location borders the most densely 25 
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populated area on the coast.  It is adjacent to 1 



new commercial development and very close, as 2 



Mayor Aspel said, to a $300 million waterfront 3 



revitalization currently underway.  And no doubt, 4 



AES will be proposing even more development on 5 



the 38 acres they plan to free up.  This new 6 



plant will be incompatible with all the 7 



surrounding uses, new and old.   8 



  Most importantly, this plant will be 9 



sited in the South Coast Air Basin, which is a 10 



non-attainment area for criteria pollutants such 11 



as particulate emissions and oxides and nitrogen.  12 



According to AES's own application to you, all 13 



but one of the criteria pollutants will be 14 



increasing; particulate emissions, for example, 15 



will increase five to 15 times, depending on how 16 



often it runs.  Yes, the plant will be more 17 



efficient, but the air pollution is going way up, 18 



given the fact that the plant has run so little 19 



in the last decade.    20 



  It is clear there are better 21 



alternatives for repowering Redondo Beach that 22 



goes to data adequacy, alternatives that will 23 



minimize air pollution emissions, not just in 24 



this area but in the entire South Coast Air 25 
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Basin.  Plus, if this plant is permanently 1 



retired, as SONGS just was, the 220 kV power 2 



lines that run all the way to the 405 Freeway, 3 



about five miles can also be retired.  I bring 4 



your attention again to the Advanced Energy 5 



Solutions report and results of their power flow 6 



analysis that demonstrates this and further 7 



bolsters the claim that there are much better 8 



alternatives to repowering Redondo Beach.  9 



  As for the political side of things, as 10 



even AES has stated and Mayor Aspel, we had 11 



Measure A, it was a specific zoning split, it was 12 



narrowly defeated, it lost by 247 votes out of 13 



13,000.  This was not a referendum, however, on 14 



whether Redondo supports the power plant or not, 15 



the majority of Redondoans do not support the 16 



plan.  In fact, the majority of South Bay 17 



residents do not support the plan.  But the 18 



residents of Redondo just did not support the 19 



zoning split either.  So I just wanted to make 20 



that clear, that the defeat of Measure A was not 21 



a vote for a power plant.  22 



  Most residents, as I said, do not 23 



support the power plant, and this is demonstrated 24 



by our unanimous resolution opposing the power 25 
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plant, which we just submitted, also the building 1 



moratorium language we have requested.  The 2 



Redondo Beach School Board passed a resolution 3 



opposing the power plant.  State Assemblyman Al 4 



Muratsuchi opposes the power plant.  Congressman 5 



Henry Waxman, who co-authored the 1992 Clean Air 6 



Act Amendment, opposes a new power plant, former 7 



Congresswoman Janice Hahn, and former 8 



Assemblymember Betsy Butler also both oppose the 9 



power plant.   10 



  So in closing, there is really no way to 11 



mitigate the significant adverse impacts that a 12 



new power plant will impart on this densely 13 



populated area.  Since siting power here is 14 



neither efficient nor needed for grid 15 



reliability, I ask you on behalf of the people in 16 



the South Bay to deny the construction of a new 17 



power plant in Redondo Beach.  So thanks for your 18 



attention and giving me a little extra time.  And 19 



as the Mayor said, happy to answer questions.  20 



  COMMISSIONER DOUGLAS:  All right, well, 21 



thanks for being here and making your comments.  22 



A lot of your comments went at really the merits 23 



of the project and there will be issues that will 24 



come up in an actual proceeding, they're not 25 
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issues that the Commission is in any position to 1 



make decisions on today.  But it's always helpful 2 



for us to hear your perspectives.  You did ask a 3 



question about need analysis, and so let me just 4 



maybe give you a bit of guidance, I think your 5 



understanding is generally correct.   6 



  And we typically don't do a formal need 7 



analysis, we used to.  But as California moved to 8 



a more competitive marketplace, the idea is that 9 



power plants will compete with each other is 10 



really the Public Utilities Commission in cases 11 



where you've got power plants bidding into that 12 



process, that analyzes need and compares cost, 13 



and compares really the value package that comes 14 



with the different power plant proposals.  Now, 15 



that said, as you also point out, there are 16 



circumstances where we look at those general 17 



issues if there's an inconsistency with local 18 



land use, or a significant unmitigated issue.  19 



  And I suspect that, as both you and the 20 



Mayor have brought up the question of how 21 



important is this power plant in this place 22 



repeatedly in your comments, I have no doubt that 23 



we'll hear that question from others and so we'll 24 



have to see what the process brings us in that 25 
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regard.  But thanks for being here.  I appreciate 1 



your comments.   2 



  I've got two other speakers from the 3 



City of Redondo Beach.  I'm going to ask you if 4 



you could to please keep your comments brief.  I 5 



think we've more or less achieved our goal of 6 



equal time that I wanted to make sure we were 7 



able to do.  So Bill Workman, City Manager.  8 



  MR. WORKMAN:  Good morning.  My name is 9 



Bill Workman, City Manager, Redondo Beach.  I 10 



want to thank you for your service on the 11 



Commission, as well as your work to date on the 12 



application.  I want to invite you to Redondo 13 



Beach, it's a great place to live, work, and 14 



play.  And our signature motto is "more to see," 15 



and with that, we'd also like to say we would not 16 



like to see a new power plant in Redondo Beach.  17 



  But more specifically looking at the 18 



application, what we didn't see in the 19 



application was a real complete legitimate review 20 



of what the alternatives are, including the No 21 



Project Alternative.  And there are alternatives.  22 



There's a few puny sentences in there and that 23 



really was the focus of our concerns in looking 24 



through and comparing the criteria of the 25 
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Commission against the application.  And there 1 



are those alternatives, including as I mentioned 2 



the No Plant Alternative, particularly when you 3 



take a look at the applications that you have 4 



before you from El Segundo, Huntington Beach, and 5 



then what's expected to come out of the Los 6 



Alamitos Long Beach Plan.   7 



  And secondly, the socioeconomic piece of 8 



this, and as a City Manager, I'm always trying to 9 



figure out how to make budget and how to mitigate 10 



the impacts of businesses and to serve the 11 



community.  There is really no description of how 12 



revenue can be generated to the City by the power 13 



plant to offset the impacts of the plant and 14 



offset the community hosting of this plant, and 15 



that's of grave concern to me.  They've used over 16 



the years creative lawyering and creative 17 



taxation avoidance techniques to frankly not 18 



fully contribute like the average citizen of 19 



Redondo Beach, and whatever assistance you can 20 



provide into the future on that, as well as just 21 



a recognition that it's not really described here 22 



in your report in the socioeconomic area.  That 23 



includes my reports.  Again, there's more to see 24 



in Redondo Beach and we look forward to having 25 
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you in Redondo and hosting the workshops moving 1 



ahead, and I just quickly also want to mention 2 



that we are engaged with the Public Utilities 3 



Commission and submitting reports to them, and 4 



we're going to be engaged in that process along 5 



with others who will impact the application.  6 



Thank you for your time.  7 



  COMMISSIONER DOUGLAS:  Very good.  Thank 8 



you for being here.  And I will ask staff to 9 



address your question, but let's get through the 10 



City's representatives first.   11 



  So Jon Welner?  Are you with the City, 12 



as well?  Come on forward.  Partner JMBM? 13 



  MR. WELNER:  Yeah, I'm an outside 14 



counsel to the City.   15 



  COMMISSIONER DOUGLAS:  Got it.   16 



  MR. WELNER:  From Jeffer Mangels.  Good 17 



morning, Commissioners.  I'll be brief.  I'm here 18 



on behalf of the City to make one particular 19 



legal point with regard to your upcoming decision 20 



regarding data adequacy.   21 



  We submitted a letter late last night, 22 



you probably haven't seen it, we brought some 23 



hard copies with us today --  24 



  COMMISSIONER DOUGLAS:  I've seen it, I 25 
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doubt my colleagues have had the opportunity to 1 



see it.  2 



  MR. WELNER:  It was in the wee hours.  3 



But what I wanted to say about it is, really 4 



echoing what Bill Workman said and putting a 5 



finer point on it, staff have said that the items 6 



listed in Appendix B are those that must be 7 



provided by the AFC in order for there to be data 8 



adequacy.  We all know that.  Appendix B in 9 



Section F explicitly states that you must include 10 



in the AFC a discussion of a range of reasonable 11 



alternatives, including the No Project 12 



Alternative.  The AFC simply doesn't do that.  In 13 



fact, in Section 6.4 which addresses this in the 14 



AFC, with regard to the range of alternatives, it 15 



simply says a discussion of site alternatives is 16 



not included in this AFC.  No explanation.  17 



Immediately after that, when it's talking about 18 



the No Project Alternative, it again dismisses 19 



the idea with one sentence, saying that it raises 20 



reliability concerns, period.  Not addressed 21 



further.   22 



  Our point is simply this: when Appendix 23 



B requires discussion of an issue, the discussion 24 



can't consist of simply saying "we're not going 25 
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to discuss the issue."  And with all due respect, 1 



and we do respect the tremendous work that the 2 



staff at the Commission have done in analyzing 3 



this over the last nine months, this is an issue 4 



that we raised last December in our letter, it's 5 



an issue that we're raising today, we really 6 



would like the commission to at least explicitly 7 



discuss it today if possible because we simply 8 



can't understand how the Commission can find an 9 



application data adequate when there is a 10 



specific requirement in Appendix B that is not 11 



addressed in the AFC.  So that's really all I 12 



have to say.  I don't want to take up more time 13 



than I need to, but it's an issue of great 14 



concern because, as you can see, the community is 15 



concerned about the power plant and at least 16 



deserves the full consideration of the 17 



alternatives before the application is found to 18 



be complete.  Thank you.  19 



  COMMISSIONER DOUGLAS:  Thank you.  Thank 20 



you for your comments and thank you for your 21 



letter, late though it was, and so letters are 22 



responded to more thoroughly when they're 23 



received more timely, but it's here and we've got 24 



it, and some of us have read it, and others may 25 
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yet have a chance to.  So thank you.  You know, 1 



I'll just make a brief kind of high level 2 



comment, which is that, of course, it helps us 3 



tremendously to the extent that work is done 4 



before we find a project data adequate so that 5 



staff has full and complete and as much 6 



information as possible.  And yet there's a 7 



balance there that we strike because we also view 8 



data adequacy as the commencement of a 9 



proceeding, not a decision point, except that 10 



this is a point at which we believe we have the 11 



information we need to commence the proceeding 12 



that will be relatively timely and absolutely 13 



thorough.  And so, you know, I've seen us balance 14 



those factors in different ways under different 15 



circumstances; I'm interested in both staff and 16 



Applicant's response to your question.  So, go 17 



ahead.   18 



  MR. WELNER:  Thank you.  19 



  MR. WHEATLAND:  Maybe I can start out.  20 



What we're talking about in this application is 21 



the repowering of an existing facility at an 22 



existing site.  Traditionally when the Commission 23 



has looked at the repowering of facilities, they 24 



have not required an alternative site analysis 25 
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for repowering because obviously you can't 1 



repower an existing facility at a different 2 



location.  So for repowering facilities, the 3 



Commission has traditionally not looked at 4 



alternatives, and it has not been part of the 5 



initial application that starts the Commission's 6 



review process.  During the course of the 7 



proceeding, as Commissioner Douglas has 8 



mentioned, there is always the opportunity for 9 



additional information, additional analysis, the 10 



City would be free to suggest additional 11 



occasions for a new power plant, and that might 12 



be considered.  But in terms of what the 13 



Commission requires as a matter of law to start a 14 



proceeding, when you're talking about repowering, 15 



the Commission has not required an alternative 16 



site analysis.   17 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 18 



Wheatland.  Ms. Willis.  19 



  MS. WILLIS:  Thank you.  Staff would 20 



agree with that.  I mean, we read the 21 



alternatives requirements in Appendix B rather 22 



broadly, I mean, the letter from Mr. Welner 23 



stated that it required a meaningful discussion.  24 



I mean, that's not actually what's stated in our 25 
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regulations; it is a discussion of the range of 1 



reasonable alternatives, and it can include any 2 



alternative sites considered for the project.  3 



And the fact that they didn't do that, we don't 4 



make a judgment at this point whether that's 5 



right or wrong, this is where we're starting 6 



with.  And staff often, and I would say in 7 



probably every case, does exceptionally more work 8 



in alternatives than is actually included in the 9 



AFC.  This is an area where staff spends a 10 



considerable amount of time.  We do look at other 11 



options that may or may not have been included in 12 



the AFC, it's just a beginning point for us.  13 



  COMMISSIONER DOUGLAS:  Thank you, Ms. 14 



Willis.  And I've certainly seen many occasions 15 



of tussles over alternatives, scope and analysis, 16 



and no doubt we'll see a lot of interest in that 17 



from the community, as has been pointed out.  So 18 



I think it would be very helpful if staff is 19 



responsive to that to the degree that you think 20 



it's appropriate.  Those issues are certainly 21 



addressed during the proceeding.   22 



  MS. WILLIS:  And we are aware of the 23 



comments that we have received from the City and 24 



from others, and so staff has been given the 25 
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direction to go forward and really look at 1 



alternatives more closely than would be in the 2 



AFC.  3 



  COMMISSIONER DOUGLAS:  That would be 4 



very helpful, I think.  Do we have any other 5 



public comment on this item in the room?  Yes, 6 



Mozen, please come forward.   7 



  MR. NAZAMY:  Good morning, Commissioner 8 



Douglas and other Commissioners.  Thank you for 9 



the opportunity to provide comments.  I'm Mozen 10 



Nazamy, Deputy Executive Officer with South Coast 11 



Air Quality Management District.  And I just have 12 



a few brief comments regarding this project.  As 13 



you know, our agency works very closely with the 14 



Energy Commission staff in reviewing projects and 15 



issuance of our determination of compliance, both 16 



preliminary and final.  We rely heavily on the 17 



AFC process because it's a CEQA equivalent 18 



process and we have an independent authority to 19 



issue the Title 5 and PFC Permit for this 20 



project, which are both permits to construct, and 21 



we rely on the AFC as the CEQA portion of our 22 



permitting process in order to grant our permit.  23 



So our permit really comes after the license is 24 



granted by the Energy Commission.   25 
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  We do not have any authority to make 1 



zoning decisions and so we are not involved in 2 



alternative site analysis, and neither are we an 3 



energy agency like you are and some of the other 4 



State energy agencies that look at the needs 5 



analysis.  However, we do participate in the 6 



recently formed task force by the Governor to 7 



look at the LA Basin, San Diego reliability due 8 



to the loss of San Onofre, and we provide input 9 



relative to the permitting requirements for any 10 



new or repowered facility that will be needed for 11 



addressing the needs for San Onofre shutdown.   12 



  Just a quick recap of what AES Redondo 13 



Beach application filed with us, with our agency.  14 



We have submitted additional information letters 15 



in December, on December 21st, that letter was 16 



responded to on January 11th of this year.  We 17 



sent a second letter of additional information 18 



request on February 8th, and that was responded 19 



on March 15th.  We sent out a third letter of 20 



additional information on April 12th, which we 21 



received response on May 10th, and then the 22 



fourth letter of additional information on June 23 



7th, and we received a response on June 25th.  24 



And as a result, as you heard from the staff, on 25 
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July 9th, we deemed the application complete.  1 



And our process is similar to yours, by deeming 2 



an application complete we have made no decision 3 



on the final outcome of the project, we just 4 



basically said there's enough information to 5 



start processing of the application.   6 



  We in fact have been working with AES in 7 



seeking additional clarifying information on July 8 



25th, which they've responded on August 5th and 9 



13th, and as late as August 14, we had some 10 



additional clarification and information that we 11 



needed.     12 



  Just to add, in terms of our evaluation, 13 



we do require compliance with all Federal, State 14 



and local air pollution control rules and 15 



regulations before we make our preliminary or 16 



final determination of compliance, or, at the 17 



same time when we issue a preliminary 18 



determination of compliance to the Energy 19 



Commission, we actually release a proposed draft 20 



Title 5 permit that goes through public review 21 



and EPA review before we reach the final decision 22 



on the permit.  And the last thing I wanted to 23 



mention is that next week, on Friday, our Board 24 



is going to hear a new proposed rule that our 25 
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agency is bringing, that staff is bringing in 1 



front of the Board, Rule 1304.1, which is a 2 



proposal that charges fees from power plants who 3 



choose to use our exemption from offsets 4 



requirements when they replace a utility boiler 5 



with gas turbine combined-cycle or advanced gas 6 



turbines.  And depending on the decision by our 7 



governing board on that rule, there may be a 8 



requirement for AES to pay an offset fee 9 



associated with the repowering of this project, 10 



which our proposal to the governing board gives 11 



them to reinvest those in additional air quality 12 



mitigation projects.   13 



  And with that, I'll be happy to answer 14 



any questions you may have.   15 



  COMMISSIONER DOUGLAS:  Thank you.  16 



Thanks for being here.  Any questions at this 17 



point?  No.  All right, thanks.  18 



  MR. NAZAMY:  Thank you very much.  19 



  COMMISSIONER DOUGLAS:  All right, 20 



Commissioners, I think we've heard from 21 



everybody, but let me double-check.  Is there 22 



anyone else in the room who would like to speak?  23 



Or on the phones?  Nobody is on the phones?  All 24 



right.  So let me see first if there are 25 
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questions -- should I start?   1 



  I'll start by saying that I am satisfied 2 



by staff's response here today to the letter that 3 



came in last night.  I think, as I said earlier, 4 



it would be helpful if you do take a good look at 5 



alternatives and I'm pleased to hear you say that 6 



that's high on your list, as well.  So I think 7 



that this project has been working for some time 8 



to attain data adequacy from a timing 9 



perspective.  I don't see any reason to hold off 10 



on initiating the formal review process if staff 11 



is ready to go, and clearly they are.  So I would 12 



recommend that we support Item a, find the 13 



project data adequate, and then move on to 14 



appoint a committee.  But I wanted to see first 15 



what questions or comments other Commissioners 16 



might have.   17 



  COMMISSIONER MCALLISTER:  Just a 18 



comment, really.  You know, this is another in a 19 



relatively long line of OTC repower proposals and 20 



they're sort of a genus apart, as has kind of 21 



been described by various commenters here.  You 22 



know, they are constrained in some ways, it's not 23 



completely new from whole cloth, and actually, 24 



though, there's a lot of history at each of these 25 
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sites, although different in each case.  So given 1 



the demographics and development and all that on 2 



all these different sites since the original 3 



plants were built, obviously a lot has happened, 4 



a lot has changed, and the community interest may 5 



have shifted, and all those issues obviously are 6 



discussed and aired in the process.   7 



  I wanted to just discuss a little bit 8 



the alternatives, you know, certainly as Lead on 9 



Energy Efficiency and sort of very different 10 



areas than traditional power plants, you know, I 11 



tend to look fairly broadly at California's 12 



options.  And a power plant case does present 13 



some difficulties for maintaining that broad view 14 



because it is a specific application and a 15 



specific site, and many of the sort of 16 



alternatives at the highest level actually are 17 



not in the control either necessarily even of the 18 



Energy Commission, or certainly not the 19 



individual applicant.  So, you know, I think that 20 



discussion -- certainly I would like to see rich 21 



discussion on alternatives broadly in some forum, 22 



and the question is how appropriately staff in a 23 



given case with its statutory requirements and 24 



constraints does or doesn't see it appropriate to 25 
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have discussions that move in certain more broad 1 



directions.  And so particularly down in Southern 2 



California, and particularly with the SONGS 3 



outage, and particular with the renewables coming 4 



on line, we kind of need all of the above to 5 



maintain our flexibility in the grid, and while 6 



enhancing reliability.  And there are a lot of 7 



ingredients to that soup, in addition to 8 



traditional power plants, and so you know, I'm 9 



interested in having that broader discussion.  10 



But again, it's got to be linked to the site and 11 



it's got to be linked to the particular community 12 



and a particular application, so there's a 13 



balance there we need to find.  And I look 14 



forward to seeing how this particular one 15 



progresses and if we do find it data adequate 16 



today, and going forward I think I'd like to see 17 



us all take that broader California vision 18 



extremely seriously because we do have some 19 



ambitious goals, and they're very worthwhile 20 



goals, to minimize the carbon content of our 21 



power and to enhance the economy in a way that 22 



does move in the direction of environmental 23 



maintenance and enhancement.  So I wanted to sort 24 



of give that broad guidance or context for this 25 
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particular decision at this opportunity.  So 1 



thanks.  2 



  COMMISSIONER DOUGLAS:  Thank you, 3 



Commissioner McAllister.  Do we have a motion on 4 



Item 7a? 5 



  COMMISSIONER MCALLISTER:  Did you move?  6 



You did not move, okay.   7 



  COMMISSIONER SCOTT:  I'll move Item 7a.  8 



  COMMISSIONER MCALLISTER:  I'll second.  9 



  COMMISSIONER DOUGLAS:  All in favor?  10 



  (Ayes.)  The item is approved 11 



unanimously.   12 



  COMMISSIONER DOUGLAS:  Let's go to Item 13 



7b, Appointment of a Committee.  I know we'll 14 



probably have at least two votes for that, we'll 15 



see if we have three.  So the proposed committee 16 



that I got from the Chair is Commissioner Douglas 17 



Presiding, Commissioner Scott as the Associate 18 



Member.  Is there a motion?  19 



  COMMISSIONER MCALLISTER:  Let me just 20 



comment -- congratulations on the Chair's support 21 



for you.  David, do you want to move, or shall I?  22 



  COMMISSIONER HOCHSCHILD:  So moved.  23 



  COMMISSIONER MCALLISTER:  I'll second.  24 



  COMMISSIONER DOUGLAS:  All in favor?  25 











 



  65 
CALIFORNIA REPORTING, LLC 



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



 



  (Ayes.)  The item is approved 1 



unanimously.  Thank you.  2 



  COMMISSIONER DOUGLAS:  All right, we are 3 



moving on to Item 8.  Nonresidential Building 4 



Energy Efficiency Standards.  Consideration of a 5 



Petition by Mr. George Athens of Athens 6 



Enterprise, Inc., to conduct a rulemaking 7 



proceeding to stay implementing the 2013 8 



Nonresidential Building Energy Efficiency 9 



Standards for a number -- one or more years.  Mr. 10 



Brehler.  11 



  MR. BREHLER:  Good morning, 12 



Commissioners.  My name is Pippin Brehler and I'm 13 



an Attorney in the Chief Counsel's Office of the 14 



Commission.  With me today is Mazi Shirakh, 15 



Senior Mechanical Engineer and Project Manager 16 



for the 2013 Building Energy Efficiency 17 



Standards.   18 



  As you know, the Energy Commission is 19 



required by law to adopt cost-effective Building 20 



Design and Construction Standards that increase 21 



energy and water conservation and efficiency.  22 



The Standards are a foundational element in 23 



implementing California's energy policies, 24 



including having a reliable economic and 25 
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environmentally sound energy supply, and Zero Net 1 



Energy new nonresidential buildings by 2030.  2 



They protect consumers from unnecessary energy 3 



costs and are part of the State's response to 4 



climate change.  To implement these important 5 



goals, the Energy Commission revises the 6 



standards every three years following a robust 7 



and often lengthy public process, as was the case 8 



for the 2013 Standards which the Commission 9 



adopted on May 31, 2012, and which will go into 10 



effect on January 1, 2014.   11 



  Mr. George Athens of Athens Enterprises, 12 



Inc. has petitioned for a rulemaking to amend the 13 



standards for new nonresidential buildings to 14 



delay their effective date by three or at least 15 



two years.   16 



  We understand Mr. Athens was supposed to 17 



be here today, he may be on the phone, I'm not 18 



seeing him yet.  We understand he's on the phone, 19 



excellent.   20 



  The petition itself and related 21 



information is before you today and was provided 22 



to you in preparation for today's discussion.  23 



Mr. Athens presents seven grounds for delaying 24 



the standards; staff disagrees that any of these 25 
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are grounds for delaying the standards, as I will 1 



briefly explain.   2 



  Four of Mr. Athens' grounds are that the 3 



nonresidential building industry, particularly 4 



for new construction, remains depressed and 5 



suffers from high unemployment following the 2009 6 



recession.  According to Mr. Athens, the 7 



standards will unduly hinder economic recovery 8 



and growth in this sector.  In support of these 9 



grounds, Mr. Athens submitted data of new 10 



nonresidential construction permitting in all 11 



California citizen counties over the decade 12 



ending in 2010.  The data shows work peaking at 13 



over $22 billion in 2007, and falling to just 14 



over $11 billion in 2010.  15 



  During the rulemaking for the 2013 16 



standards, the Energy Commission considered the 17 



economy and the impact to the proposed standards 18 



on building construction.  The Commission revised 19 



the proposed standards to less than the potential 20 



cost to comply, while significantly decreasing 21 



energy use by about 30 percent over our current 22 



requirements, at a cost-effectiveness ratio of 23 



almost a third, with the worst case increase and 24 



initial cost of a building of less than two 25 
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percent, assuming that the given building has all 1 



of the features that are regulated, which is 2 



seldom the case.  3 



  In addition, the 2013 Standards are not 4 



expected to eliminate jobs and may even create 5 



new jobs through performing the compliance 6 



procedures required and by saving money on energy 7 



use.  Moreover, although the data Mr. Athens 8 



submitted shows a decline in construction 9 



activity from 2007 to 2010, the same data also 10 



shows nonresidential construction activity 11 



falling, rising, and falling again from 2000 12 



through 2010.  And during that same decade, the 13 



Building Energy Efficiency Standards were revised 14 



four times.  From this, we see no correlation or 15 



causation between the standards and 16 



nonresidential construction activity, suggesting 17 



that the 2013 Standards will not be a burden on 18 



the industry.  Further, the economy has improved 19 



since 2010, when California's unemployment rate 20 



hit a high of 12.4 percent.  The unemployment 21 



rate when the Energy Commission adopted the 2013 22 



Standards was 10.7 percent, and in June had 23 



fallen to 8.5 percent, suggesting that the 24 



industry is recovering.   25 
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  Mr. Athens also asserts that the 1 



standards are not cost-effective because the 2 



Energy Commission's supported analysis is based 3 



on manufacturer's representations and fails to 4 



consider other related costs and requirements.  5 



Mr. Athens did not present additional evidence or 6 



explanation to support this assertion.   7 



  Manufacturers representations were not 8 



the sole basis for the costs considered in 9 



developing the standards.  The Commission used a 10 



variety of sources, including codes for 11 



manufacturers, wholesalers and distributors, and 12 



published data from retailers' websites and 13 



published estimates used widely in the 14 



construction industry, and revised these costs 15 



throughout the rulemaking proceeding in response 16 



to public comment.   17 



  Mr. Athens also contends that the 18 



industry is not fully aware of the costs and time 19 



necessary to design and construct new 20 



nonresidential buildings that comply with the 21 



standards, but the Commission has taken steps to 22 



provide training to building owners, developers, 23 



contractors, and architects, in cooperation with 24 



the Commission, the Investor-Owned Utilities such 25 
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as Southern California Edison, and organizations 1 



such as the California Building Officials and the 2 



International Code Council, to provide training 3 



throughout California on the 2013 Standards.  4 



  The Energy Commission provides for free 5 



the Energy Standards Hotline to answer questions 6 



on the current and upcoming standards, and the 7 



Commission is also developing informational 8 



materials explaining them.  9 



  Finally, Mr. Athens contends that the 10 



standards will increase building space 11 



requirements, thereby increasing construction 12 



costs and making building design more difficult.  13 



We infer that Mr. Athens contends the 2013 14 



standards will require additional equipment in 15 



buildings that would not have been required 16 



before, or, alternatively, that energy efficient 17 



projects take up more space than less efficient 18 



equipment.   19 



  The 2013 Standards do not require 20 



additional equipment that would not otherwise be 21 



required or significantly impact building size.  22 



There is no evidence in the record of this 23 



petition or in the rulemaking below it to suggest 24 



that energy efficient equipment requires more 25 
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space than standard equipment.  At most, two 1 



instances occurred that may affect building size 2 



or usable space, the first is improved insulation 3 



requirements that may slightly increase the 4 



thickness of the walls, which may reduce usable 5 



floor space, and the second are requirements for 6 



power inverters for rooftop solar.  But again, 7 



nothing suggests that either of these impacts 8 



will be significant and, in the case of the 9 



inverters for solar, if the rooftop solar systems 10 



are not installed, then that space can be used 11 



for storage or other means.   12 



  In conclusion, because delaying 13 



implementation would forego the benefits of the 14 



standards or the entire lives of the buildings 15 



that will be constructed over the next two or 16 



three years, would contravene the Energy 17 



Commission's statutory mandate to adopt these 18 



standards and establish sound energy policy, and 19 



because Mr. Athens has not asserted or supported 20 



his grounds that would justify delaying 21 



implementation of the building standards, staff 22 



recommends that the Commission deny the petition.  23 



We have prepared a proposed order reflecting our 24 



analysis and recommendation that is before you 25 
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today and in the backup materials.  1 



  We also ask in the proposed order that 2 



you authorize the Executive Director to take the 3 



necessary steps to effect your decision today, 4 



including preparing and filing the Commission's 5 



Order with the Building Standards Commission and 6 



the Office of Administrative Law for publication 7 



in the California Regulatory Notice Register.  We 8 



do sincerely thank Mr. Athens for his interest in 9 



bringing his concerns to our attention and, in 10 



particular, for accommodating our schedule for 11 



hearing this petition, and we also hope that he 12 



will continue to participate in our proceedings 13 



to develop the 2016 Standards so that any 14 



remaining concerns may be addressed.   15 



  We are happy to answer any questions you 16 



may have.  17 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 18 



Brehler.  I'd like to go now -- we've got a 19 



couple people in the room who would like to 20 



speak, but I would like to go first to Petitioner 21 



Mr. Athens.  Are you there?  22 



  MR. ATHENS:  Yes, I am.  My name is 23 



George Athens and I am from Athens Enterprises.  24 



We're consulting electrical engineers and we, 25 
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through our predecessor firms, have been in this 1 



area of engineering for approximately 50 years.  2 



I just wanted to take a few minutes to respond to 3 



the Proposed Order.   4 



  We filed the Petition for a moratorium 5 



of three years or, in the alternative, two years, 6 



for the implementation of the 2013 California 7 



Energy Standards as relates to new nonresidential 8 



buildings only.  These standards now introduce 9 



items which heretofore have not been introduced 10 



in previous energy codes as have particularly 11 



related to the usage of electrical energy or 12 



wattage for lighting and limited controls of 13 



lighting.   14 



  The intent of providing the RAND 15 



Corporation statistics was not to in any way 16 



suggest that California Energy Commission's 17 



actions adopting previous standards have led to 18 



this drastic downturn in the new nonresidential 19 



construction industry, dropping from a high in 20 



2007 of $22,544,000 to $11,196,000 of 21 



construction in 2010.  Obviously the economy in 22 



general and the stock market collapse started in 23 



September of 2008 is responsible for this 24 



situation, however, we believe that a moratorium 25 
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is appropriate in implementing this new energy 1 



standards to give the new nonresidential 2 



construction industry a chance to gain some 3 



traction and increase in dollar value of 4 



buildings which is basically stagnating.   5 



  The Proposed Order points out that the 6 



unemployment rate, I believe in California, is 7 



down to 8.5 percent, but of course we're talking 8 



here about the new nonresidential construction 9 



industry, which continues to be in a dire 10 



condition.   11 



  I want to point out just a couple of 12 



areas that are in our area of expertise that the 13 



Standards implement for the first time with 14 



regard to Demand Response controls.  We have been 15 



to a number of seminars put on with respect to 16 



the adoption of the new Energy Code and only once 17 



has one manufacturer represented that they 18 



actually make demand responsive control panels 19 



that will allow for the automatic requirement in 20 



the standards, of reducing energy for lighting by 21 



15 percent.   22 



  Another item is disaggregation of 23 



electrical loads.  Disaggregation, I've learned, 24 



of electrical loads as herein used in the 25 
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proposed standards, would separate out lighting 1 



receptacles and heating ventilating air-2 



conditioning, or HVAC equipment on separate 3 



electrical panels.  Obviously, having three 4 



panels in lieu of one panel as has been the case 5 



always in the past, is going to require 6 



additional space, building area, which the 7 



Commission uses the figure of $150.00 per square 8 



foot as an average for new commercial or 9 



nonresidential construction.  So obviously there 10 



is going to be additional space requirements.  11 



There's going to be additional technology which 12 



is cutting edge technology, which we submit is 13 



only at that stage that is the cutting edge stage 14 



and needs additional time to be absorbed by the 15 



building community and implemented in a 16 



reasonable fashion, rather than what we perceive 17 



here as -- although there have been efforts to 18 



educate the industry, they are limited and the 19 



industry's response has been limited in accepting 20 



them and being prepared to design new 21 



nonresidential buildings come January 1 of 2014.   22 



  So it is our assertion that additional 23 



time is needed and we don't see the downside of 24 



allowing some additional time for the education, 25 
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particularly of the engineering and building 1 



community, particularly in this area of new 2 



electrical equipment panels that are being 3 



implemented pursuant to the 2013 Energy 4 



Standards.   5 



  So I thank the Commission very much for 6 



the opportunity of speaking and if I can answer 7 



any questions in what I've said, I'd be happy to 8 



do so.  9 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 10 



Athens.  We've got two comments in the room.  11 



I'll begin with Eric Emblem with the Joint 12 



Committee on Energy and Environment.   13 



  MR. EMBLEM:  Good morning, 14 



Commissioners.  Thank you very much for allowing 15 



me this opportunity to speak on this item on your 16 



agenda.  I'm Eric Emblem.  I'm the Executive 17 



Administrator of the Joint Committee of Energy 18 



and Environmental Policy.  This is a committee 19 



that was formed by the Sheet Metal, Air, Rail and 20 



Transportation Workers and their employers, and 21 



deals directly from our perspective with HVAC and 22 



Demand Response.   23 



  And, 1) we're here to speak against the 24 



proposal to delay the implementation.  We support 25 
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staff and the recommendations from staff.  The 1 



2013 Standards due to go in effect in January are 2 



dynamic.  There was an awful lot of work put 3 



together by staff and the industries, both in the 4 



HVAC industry, and I work very closely with the 5 



electrical industry and their work, and working 6 



with staff.   7 



  I say "dynamic" not only from the 8 



perspective from the Energy Commission and the 9 



work that was put in here, but also the 10 



coordination with the other State agencies like 11 



the Public Utility Commission and the Air 12 



Resources Board at using these standards to move 13 



this forward to the ultimate goal of Zero Net 14 



Energy in residential and nonresidential by the 15 



target years of 2020 and 2030.   16 



  Speaking to the gentleman's assertion 17 



about the economy, we deal predominantly in 18 



nonresidential in our industry, we do have some 19 



residential contractors, but we are very heavy in 20 



nonres.  Our industry is growing and thriving.  21 



We have seen our employment rates increase three-22 



fold in the last 12 months.  We see the 23 



construction coming up significantly for the next 24 



five years.  We are adjusting through our 25 
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training facilities and our joint apprenticeship 1 



training facilities through efforts of the Energy 2 



Commission, the Western HVAC Performance 3 



Alliance, in making sure that our people are 4 



aware of what changes are coming up in the 5 



standards.  We're also working with utilities and 6 



sit in on several different committees that I'm 7 



on in making sure that there is upstream 8 



incentivizing going on to make sure that these 9 



new technologies are available for installation 10 



and available on the shelf for contractors to 11 



implement when the standards are going in.   12 



  So again, my hats off to the staff, I 13 



think they've done a great job with us, and to 14 



the Commission for adopting them, and we speak 15 



against the proposal.  Thank you.  16 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 17 



Emblem.  Thanks for your hard work during the 18 



standards process, as well.   19 



  Bob Raymer, CVIA, and CBPA.  20 



  MR. RAYMER:  Thank you, Commissioners.  21 



I'm Bob Raymer, Senior Engineer with the 22 



California Building Industry Association, and 23 



I've also been asked today to speak on behalf of 24 



the California Business Properties Association, 25 
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the Building Owners and Managers Association of 1 



California, and also the California Building 2 



Officials.   3 



  And we support keeping the effective 4 



date the same, in essence, keep it at January 1, 5 



2014, and in doing so that would of course mean 6 



we would support the proposed denial of this 7 



petition.  I'm not discounting some of the 8 



generic issues raised in the petition, but the 9 



fact here is that the primary issue that all four 10 



of our groups can warm up to is that it took us 11 



over a decade to get the Energy Commission 12 



regulations back in line with the same effective 13 



date as all of the other parts of Title 24 -- the 14 



Building Code, the Mechanical and Plumbing. 15 



That's huge for local jurisdictions, for plan 16 



checkers, for building officials, and for 17 



industry, our subcontractors, our designers, and 18 



developers; it's nice to have everything focused 19 



at one big date to move forward.  It helps with 20 



training and education.   21 



  And having said that, looking at the 22 



content of the petition, I'd like to state that 23 



this was a consensus process and it was a very 24 



long and enduring process.  And the fact here is 25 
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that, while CBIA, CBPA, BOMA, and CALBO, 1 



supported the adoption of the standards in May of 2 



2012.  The fact of the matter is, when we started 3 



this process, the informal proceedings that 4 



kicked off in late 2010, the development of the 5 



draft standards in 2011, CBIA and CBPA were 6 



strongly opposed to the regulations initially 7 



proposed.  We provided tons of information 8 



relative to the economy, the cost impact of the 9 



standards, the downturn in our labor force; we 10 



lost in residential about 81 percent, and the 11 



fact of the matter is the CEC responded to those 12 



concerns.  And so this was information that was 13 



provided to the Energy Commission, the Energy 14 



Commission responded.  Ultimately we changed our 15 



position from strong opposition to support of the 16 



adoption.  And we understand that there's going 17 



to be difficulties with this set of standards as 18 



there is with any other set of standards, but the 19 



fact here is it was a good thorough consensus 20 



process and we'd like to keep things on track.   21 



  As far as education and providing 22 



Certified Computer Performance Programs in the 23 



future, we're going to be working with the Energy 24 



Commission on improving that.  Staff has 25 
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indicated their full desire to enhance 1 



educational efforts and certification of 2 



performance and compliance tools.  And so we're 3 



looking forward to working with staff on the 2016 4 



Regs.  But the fact here is, all of the 5 



information that was raised in this petition we 6 



raised again and again and the CEC responded to 7 



that.  So with all due respect to the Petitioner, 8 



we would hope you maintain the effective date of 9 



January 1, 2014.  Thank you.  10 



  COMMISSIONER DOUGLAS:  Thank you, Mr. 11 



Raymer.  And I certainly remember those exchanges 12 



well, and appreciate your hard work with us and 13 



raising information into our process.  14 



  At this point, let me ask, is there 15 



anyone else in the room?  Oh, please come 16 



forward.  17 



  MR. HELBING:  Good morning, 18 



Commissioners.  My name is Bob Helbing.  I'm 19 



President of the Institute of Heating and Air 20 



Conditioning Industries.  I'm also owner of Air-21 



Tro Heating and Air-Conditioning, a $10 million 22 



commercial contractor in HVAC in the Los Angeles 23 



Area.  I'd like to echo what the previous 24 



presenter just stated.  When the 2013 Standards 25 
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were proposed, IHACI presented a great many 1 



concerns.  Back then I was chairing the 2 



nonresidential committee for the Western HVAC 3 



Performance Alliance, which Eric was a member.  4 



We worked hard to come up with some alternatives 5 



and solutions.  I can't say we're 100 percent in 6 



favor of the current standards, we still have 7 



some concerns, I think there's a lot of focus on 8 



engineering detail when the standards would 9 



benefit from some attention paid to issues like 10 



compliance and ease of use in the field.  But we 11 



have found that the Commission and the Commission 12 



staff have been open to discussion and, again, 13 



the issues that Mr. Athens has raised, which 14 



concern us as well, were brought up early in the 15 



process.  Again, they have not been 100 percent 16 



addressed in our view, but we've certainly found 17 



the Commission to be willing to work with us and 18 



we, too, would oppose postponing the date of 19 



commencing the 2013 Nonresidential Energy 20 



Standards.   21 



  COMMISSIONER DOUGLAS:  Thank you.  22 



Thanks for being here.  Other speakers in the 23 



room?  Please come forward.  24 



  MR. MEYER:  Commissioner Douglas, my 25 
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name is Tom Meyer, I'm the Director of Technical 1 



Programs for National Environmental Balancing 2 



Bureau.  As you probably remember, we met on the 3 



first day of my employment.  The National 4 



Environmental Balancing Bureau is against the 5 



proposed delay.  We've found that, because we're 6 



involved in 103B, which is Mechanical Acceptance 7 



Testing Certification process, there's an 8 



absolute need for this to get going.   9 



  The contractors believe they need it, 10 



the building owners believe they need it.  We 11 



have been converted to believing in the process 12 



that occurred and we believe the need is now.  We 13 



don't think that it's in the benefit of the 14 



citizens of California, or the construction 15 



industry of doing any delays.  Thank you.  16 



  COMMISSIONER DOUGLAS:  Thank you.  17 



Thanks for being here and good to see you again.  18 



Other speakers in the room?  Anyone else on the 19 



phone?  There's nobody else on the phone, so I'm 20 



sure there are comments on the dais.  Let's begin 21 



with Commissioner McAllister.  22 



  COMMISSIONER MCALLISTER:  Thank you. And 23 



thanks for everybody, including Mr. Athens, you 24 



know, I think everybody that has spoken has 25 
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acknowledged that the economy is a big issue and 1 



we have seen, you know, it's cyclical, 2 



construction is a difficult industry to be in, 3 



and certainly it's seen some hard times recently.  4 



And certainly sort of at the personal level, I 5 



can sort of sympathize with the sense of a little 6 



bit of trepidation with which new standards come 7 



in and adaptation is required out there, and 8 



flexibility to actually apply the new standards.  9 



And certainly you, I'm sure, are doing that in 10 



good faith, and that approach is sort of what has 11 



given rise to your concern in the Petition, 12 



ultimately.  13 



  Having said that, you know, I think we 14 



do take a long term view.  As the Lead 15 



Commissioner on Energy Efficiency, which includes 16 



Title 24, you know, we have to move forward, we 17 



have the building sector, both new and existing, 18 



is one of our key areas where there are still 19 



many many energy efficiency opportunities, and a 20 



lot of certainly technology coming on line, and a 21 



process that statutorily we march forward with 22 



and are indeed required to do so.   23 



  I want to thank Pippin for the context 24 



and the analysis there, and just highlight the 25 
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fact that the process was a very robust process, 1 



as all the commenters have said.  I was not part 2 



of all of it, I came in at the tail end when I 3 



was appointed to the Commission, but I am 4 



constantly amazed at the professionalism, the 5 



sort of consistent message of kind of good will 6 



with all the participants who were in the room 7 



throughout the process, and who duked it out over 8 



the issues and came to a resolution on the vast 9 



majority of those issues, and at the end of the 10 



day had a consensus process that produced these 11 



standards.  So there was a long and robust 12 



process, and lots of opportunity to participate 13 



in that process.   14 



  And you know, I think none of that is to 15 



minimize the fact that most of us in the room 16 



acknowledge that it's a big lift to change.  We 17 



have major new energy efficiency savings, these 18 



are much more efficient buildings that we'll be 19 



building in 2014 compared to the ones that we 20 



have been building up to then.  And I totally 21 



agree the fact that adaptation is needed, and 22 



education and outreach, and all the things that 23 



it takes to turn on to a new Code cycle, you 24 



know, people actually have to go out and build 25 
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these buildings.  And they have customers that 1 



they have to respond to, and there's just any 2 



number of things that come up, in addition to the 3 



energy efficiency-related standards, obviously.  4 



So let's roll up our sleeves and get it done.  We 5 



inexorably, you know, a two to three-year delay 6 



would essentially mean that we're implementing 7 



two sets of standards at once down the road 8 



because, inexorably we are about to pick up the 9 



baton on the next round of standards for 2016 and 10 



starting to plan that development with 11 



residential, obviously, not what we're talking 12 



about here, we have a big goal of getting to Net 13 



Zero by 2020 -- commercial is not too far behind, 14 



another decade, but still that's going to be on 15 



us before we know it.  So, really, I think 16 



there's a lot of urgency here to go ahead and get 17 



it done and, you know, I certainly agree with 18 



staff's proposal to deny the petition, but that 19 



is in no way to minimize the challenge at hand, I 20 



think it is actually a very significant 21 



challenge.  But I'm actually optimistic that we 22 



can meet that challenge and that the marketplace 23 



is ready, and that there is some scale and that 24 



we'll relatively quickly get the experience with 25 
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the implementation on the standards that will 1 



enable it to be implemented fully.   2 



  And I think to Mr. Emblem and Mr. 3 



Raymer's points, the industry certainly -- its 4 



representatives acknowledge that we need to keep 5 



going on and it is doable, it is a challenge, but 6 



we need to really in lockstep continue to 7 



implement the standards on schedule.  There is a 8 



bigger enterprise going on here, of which we are 9 



part, and I think it's really important to 10 



understand and acknowledge that.   11 



  Finally, going forward with the 12 



standards generally, certainly residential and 13 



nonresidential, next rounds I hope to emulate the 14 



process that Commissioner Douglas led to get to 15 



the point with the 2013 Standards.  As the Code 16 



potentially gets more aggressive and more complex 17 



going forward, I think finding ways to make it 18 



workable both for alterations and for new 19 



construction is an increasing priority, and we're 20 



hearing that, as well, that we do need to keep an 21 



eye on making it workable out there in the world 22 



in addition to achieving the energy savings and 23 



helping to stimulate the evolution of 24 



construction methods in the state.  And so, 25 
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again, it's going to be challenging, but 1 



certainly with all the good will from the last 2 



round of standards development, I hope to carry 3 



that forward into the next round, certainly am 4 



committed to a stakeholder process that reaches 5 



some kind of consensus on the key points.  So 6 



with that, I'll see if any other Commissioners 7 



have comments.   8 



  COMMISSIONER DOUGLAS:  Commissioner 9 



Hochschild.  10 



  COMMISSIONER HOCHSCHILD:  Yeah, just two 11 



points.  The first is, I think we're all mindful 12 



that there are two sides of the coin here.  It 13 



does raise cost when you have new standards.  On 14 



the other hand, when the buildings are more 15 



efficient, that saves the customers cost over 16 



time and makes it less necessary to build 17 



expensive new power plants for the whole state.  18 



So I think we have to be mindful of that.   19 



  And just secondly, in general as a 20 



matter of principle, when there's been this 21 



significant a public process and dialogue, I'm 22 



very reluctant at the 11th hour to make a change, 23 



and I would encourage everyone, including the 24 



Petitioner, to participate in that process next 25 
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time around.  Particularly with regard to Mr. 1 



Raymer's comments, I think the need for certainty 2 



in the business community, in the builders 3 



community, to be able to plan ahead, we do have 4 



to stick to the schedule.  So I'm in agreement 5 



with Commissioner McAllister.  6 



  COMMISSIONER DOUGLAS:  I'll just make a 7 



few brief comments, as well.  I actually had the 8 



pleasure of being assigned to lead that 9 



proceeding, so I remember it very very well and, 10 



as Mr. Raymer and others pointed out, 11 



stakeholders in that process raised economic 12 



issues, they raised complexity and feasibility, 13 



and these are all issues that we looked at very 14 



very closely, and many of these were issues that 15 



I looked at very very closely.  And as Mr. Raymer 16 



noted, we made some pretty significant changes in 17 



order to address those issues.  And so I have not 18 



seen anything raised in the petition today that 19 



was not looked at in the process, it was a 20 



thorough process.  It's also frankly very late at 21 



this point, late raised.  So I certainly don't 22 



support the petition.   23 



  I do want to note also, to Commissioner 24 



McAllister's point, that we did focus in the 2013 25 
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cycle at simplification in a couple areas, and I 1 



think most importantly one of the focuses that we 2 



had was to simplify life for building officials, 3 



and so we had CALBO, the Association of Building 4 



Officials in California in support.  We made a 5 



number of changes that just made their lives a 6 



bit easier, in addition to synching up the timing 7 



of the standards with the broader standards 8 



update in California.  So I welcome your interest 9 



in taking that on.  I've found it effective to 10 



focus on one or two areas where, you know, you 11 



can really sort of see your way through to making 12 



a difference.  I also really appreciate staff 13 



kind of taking that one and running with it 14 



because I remember having a couple meetings with 15 



them and saying, "Wouldn't it be nice if we could 16 



do something for the building officials?  You 17 



know, they seem to be raising some interesting 18 



issues, I'd really like it if we could do that," 19 



and I didn't have a lot of time to be on top of 20 



it every other week, and yet towards the end of 21 



the process they came in and told me what they 22 



were able to do and it was pretty good.  So, 23 



anyway, thanks to staff on that.  And I don't 24 



have any other comments on this item.  Do we have 25 
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a motion?  1 



  COMMISSIONER MCALLISTER:  So I'll move 2 



Item 8 to deny the petition and authorize the 3 



Executive Director to take all needed steps to 4 



effectuate this decision.  5 



  MR. LEVY:  Commissioners, may I suggest 6 



that you move to adopt the Proposed Order and 7 



that covers the specifics?  8 



  COMMISSIONER MCALLISTER:  Oh, okay.  So 9 



I'll move Item 8, moving to adopt the Proposed 10 



Order.   11 



  COMMISSIONER HOCHSCHILD:  Second.   12 



  COMMISSIONER DOUGLAS:  All in favor?  13 



  (Ayes.)  This item is approved 14 



unanimously.   15 



  COMMISSIONER DOUGLAS:  Item 9.  Trustees 16 



of the California State University, Possible 17 



Approval of the 13 highest ranking grant 18 



applications totaling $1,208,638 from the Public 19 



Interest Energy Research Program's Energy 20 



Innovation Small Grant Solicitation, 13-01.  And 21 



we have Raquel Kravitz here to cover Item 9 a 22 



through d.  Go ahead.  23 



  MS. KRAVITZ:  Good morning, 24 



Commissioners.  My name is Raquel Kravitz from 25 
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the Research and Development Division for the 1 



Energy Innovation Small Grants Program, commonly 2 



known as EISG.  I wanted to make a note that I 3 



will be covering Item 9 and 10.   4 



  For Item 9, staff seeks approval of the 5 



funding for the 13 grant proposals totaling 6 



$1,208,638 from the four categories of PIER 7 



Energy Innovation Small Grants Program, 8 



Solicitation 13-01, consisting of Transportation 9 



and Electricity, Transportation Natural Gas, 10 



Natural Gas, and Electricity.  The 13 projects 11 



consist of two projects totaling $189,917 under 12 



Transportation and Electricity, one project 13 



totaling $95,000 for Transportation Natural Gas, 14 



two projects totaling $189,877 under Natural Gas, 15 



and eight projects totaling $733,844 for 16 



Electricity.   17 



  So the breakdown for the solicitation 18 



process for 13-01 is essentially like this: there 19 



were 71 proposals that were received; after 20 



administrative review, there were 35 that 21 



proceeded to technical review; and after 22 



technical review, there were 26 proposals that 23 



exceeded the required score in the technical 24 



review process and advanced to program technical 25 
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review.  So from program technical review, there 1 



were 13 proposals that are being recommended.  So 2 



the breakdown for the 13 proposals in respect to 3 



the PIER R&D research areas are these:  there 4 



were two projects in Industrial Agricultural 5 



Water and End Use Efficiency, there were four in 6 



Building End Use Efficiency, there were four in 7 



Renewable Generation, one in Energy-Related 8 



Environmental Research, and there's two in Energy 9 



Systems Integrations.  If you have any questions 10 



on the 13 projects, I'll be more than happy to 11 



answer them.  12 



  COMMISSIONER DOUGLAS:  Thank you very 13 



much.  Questions or comments, Commissioners?  14 



Commissioner Scott?  15 



  COMMISSIONER SCOTT:  I just wanted to 16 



say, when I look at some of the Transportation 17 



Electric and some of the Transportation Natural 18 



Gas, to me it's very heartening to see these 19 



types of projects, this type of research and 20 



development that goes into how we gain 21 



efficiencies, how do we make these technologies 22 



better, because to me it's very complementary to 23 



what we're trying to do additionally with our AB 24 



118 program in terms of sort of transforming our 25 











 



  94 
CALIFORNIA REPORTING, LLC 



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



 



transportation system and trying to get some of 1 



these engines and technologies out there faster.  2 



So, to me it's really nice to see the 3 



complementary nature of this type of research in 4 



the AB 118 program.  5 



  COMMISSIONER HOCHSCHILD:  So, yeah, I 6 



agree.  Individually the projects are very 7 



exciting.  I guess the question, as I'm new and 8 



still getting up to speed on our approach here, I 9 



don't understand why we're doing it in these 10 



small increments.  I mean, everything here almost 11 



is under $100,000 which seems to me, you know, 12 



coming from Silicon Valley, that is not very much 13 



money to get anything done and, in fact, I almost 14 



worry that when you spread small bits of money so 15 



widely, you know, you don't -- it can be a big 16 



challenge.  I'm just curious about the rationale 17 



for choosing that as the increment.  Do we look 18 



at a $300,000 grant?  I mean, what is the guiding 19 



thinking behind that?  20 



  MS. KRAVITZ:  Let me answer that.  So 21 



this is a small program, it is designed for those 22 



risky energy technologies that have not yet been 23 



established out there, it is open to individuals, 24 



to small businesses, nonprofit organizations, 25 
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academic institutions, and the limit is for 1 



hardware concepts, you're right, $95,000, 2 



modeling concept $50,000.  And it's a 12-month 3 



project.  So it's just designed for the proof of 4 



concept energy technologies.   5 



  COMMISSIONER MCALLISTER:  Yeah, and 6 



that's why it's administered by a third party, 7 



and currently that's San Diego State.  But it 8 



really is sort of, as part of a portfolio, it's 9 



sort of throwing small bits of money at fast 10 



moving concepts that don't have a lot of capital 11 



requirements to kind of get those things moving 12 



and, you know, I was actually going to make sort 13 



of a comment on the flip side of your question, 14 



you know, why aren't we giving them more money, I 15 



was like, man, we're getting some serious bangs 16 



of bucks out of this $50,000 and $90,000.  Some 17 



of these really are extremely timely and great 18 



well conceived projects.  And I believe -- and 19 



maybe staff could talk about this a little bit, 20 



it's not uncommon for projects that get funded 21 



through EISG to then apply again, or apply to a 22 



different project, or go out and get VC, and 23 



really start to grow.  So this is really very 24 



much a front 10 kind of funding program and 25 
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conceived as part of the overall portfolio of our 1 



R&D funding, so just to clarify a little bit 2 



then, that's my understanding, I don't know if 3 



I've gotten it right.  4 



  MS. KRAVITZ:  That is true.  So what I 5 



love about this program is that essentially for 6 



every dollar that we spend using ESIG funds, we 7 



actually receive a little over $50.00 in follow-8 



on funding, so it's a great technology that gets 9 



money for California.   10 



  COMMISSIONER DOUGLAS:  Great.  Well, 11 



thank you.  Any other comments on this or a 12 



motion?   13 



  COMMISSIONER HOCHSCHILD:  I move Item 9.  14 



  COMMISSIONER MCALLISTER:  I'll second. 15 



  COMMISSIONER DOUGLAS:  All in favor?  16 



  (Ayes.)  This item is approved 17 



unanimously.  Thank you.  18 



  MS. KRAVITZ:  Thank you.  19 



  COMMISSIONER DOUGLAS:  Item 10.  20 



California State University San Diego.  Possible 21 



approval of Amendment 9 to Contract 500-98-014 22 



with the Trustees of the California State 23 



University San Diego to extend the Energy 24 



Innovation Small Grant Program by 36 months.  25 
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Again, Raquel.  1 



  MS. KRAVITZ:  For Item 10, staff 2 



recommends approval for Amendment 9 to Contract 3 



500-98-014 with the Trustees of California State 4 



University to add $1,775,000 of additional 5 



funding for the Natural Gas Program and to extend 6 



this contract by 36 months through March 31, 7 



2017.  The purpose of this amendment is to 8 



continue running all of the four categories of 9 



EISG, Natural Gas, Electricity, Transportation 10 



Electricity, and Transportation Natural Gas 11 



programs.  So if you have any questions, I'll be 12 



more than happy to answer them.  13 



  COMMISSIONER DOUGLAS:  Questions or a 14 



motion?  15 



  COMMISSIONER HOCHSCHILD:  How long has 16 



San Diego been operating this? 17 



  MS. KRAVITZ:  This program was first 18 



established in, I believe, 1998.   19 



  COMMISSIONER HOCHSCHILD:  Okay.   20 



  COMMISSIONER MCALLISTER:  And they've 21 



been administering it since then?  22 



  MS. KRAVITZ:  Yes.   23 



  COMMISSIONER MCALLISTER:  San Diego 24 



State? 25 











 



  98 
CALIFORNIA REPORTING, LLC 



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



 



  MS. KRAVITZ:  That is correct.  1 



  COMMISSIONER SCOTT:  I'll move Item 10.  2 



  COMMISSIONER MCALLISTER:  I'll second.  3 



  COMMISSIONER DOUGLAS:  All in favor?  4 



  (Ayes.)  This item is approved 5 



unanimously.  Thank you.   6 



  COMMISSIONER DOUGLAS:  Item 11.  7 



Wrightspeed, Inc.  A possible approval of 8 



Agreement ARV-13-001 with Wrightspeed, Inc. for 9 



$5,789,452 grant to expand and improve 10 



Wrightspeed's existing manufacturing facility.  11 



Andre Freeman.  12 



  MR. FREEMAN:  Good afternoon, 13 



Commissioners.  My name is Andre Freeman, staff 14 



in the Fuels and Transportation Division's 15 



Emerging Fuels and Technologies Office.  Today 16 



I'd like to present for your approval a 17 



Manufacturing Agreement with Wrightspeed, Inc. 18 



funded through the Energy Commission's 19 



Alternative and Renewable Fuel and Vehicle 20 



Technology Program.  21 



  Wrightspeed, Inc. has successfully 22 



demonstrated hybrid, natural gas, and electric 23 



vehicle retrofit systems that will have 24 



applications for the medium-duty truck sector.  25 
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To put this into perspective, these kits are for 1 



the higher weight class of pick-up trucks, box 2 



delivery trucks, and those size vehicles.  This 3 



technology will provide an option for those 4 



fleets with duty cycles that can't be met with 5 



the current full battery electric and advanced 6 



vehicle technologies.  Being a retrofit system, 7 



this technology also allows for the conversion of 8 



aging vehicles rather than retiring them and 9 



putting new vehicles on the road.   10 



  To assist Wrightspeed in accomplishing 11 



their production goals, the Commission will be 12 



providing funding to expand operations and 13 



production capabilities at their existing 14 



facilities in San Jose, California.  Wrightspeed 15 



has secured over $6 million in match funding to 16 



support the expansion and will also be leveraging 17 



a significant amount of capital that they have 18 



invested to date.  This facility will support the 19 



creation of 30 direct jobs with additional jobs 20 



being created for the expansion of the supply 21 



chain for the components going into these kits.  22 



The direct jobs involved with this project will 23 



include project management, engineering, skilled 24 



technical labor, and the associated support 25 
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positions.  With this investment, the Energy 1 



Commission will continue supporting the 2 



development of California's advanced vehicle 3 



industry with the company moving vehicle 4 



electrification technology to commercial scale 5 



production levels.  As more of these vehicle 6 



systems are produced and deployed in California, 7 



the areas of the state with severe air quality 8 



issues will have another option for utilizing the 9 



emerging advanced technologies that will assist 10 



in meeting California's greater air quality 11 



improvement goals.  With that, I'd like to thank 12 



you for your consideration of this item and I 13 



also have Ian Wright, CEO of Wrightspeed, with me 14 



to answer any questions you may have.  15 



  COMMISSIONER DOUGLAS:  Great.  Well, 16 



thank you for being here.  And you know, when we 17 



do get a visit from the CEO of one of the 18 



companies we work with, we love to hear from you.  19 



So let me invite you to say a few words now.  20 



  MR. WRIGHT:  I was just being mindful of 21 



your time, so I didn't prepare any remarks.  I 22 



would like to thank the Commission for their 23 



support to date and the previous grant that was 24 



approved and was used to accelerate getting to 25 
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this point where we're now starting real 1 



commercial production.  So it's been very 2 



helpful.  Thank you very much.  3 



  COMMISSIONER DOUGLAS:  That's great.  4 



Questions or comments, Commissioners?  5 



  COMMISSIONER SCOTT:  I'll move Item 11.  6 



  COMMISSIONER HOCHSCHILD:  Second.  7 



  COMMISSIONER DOUGLAS:  All in favor?  8 



  (Ayes.)  This item is approved.  Thank 9 



you.  10 



  MR. WRIGHT:  Thank you.  11 



  COMMISSIONER DOUGLAS:  Item 12.  12 



Employment Training Panel.  Possible approval of 13 



Amendment 2 to Interagency Agreement 600-09-016 14 



with the California Employment Training Panel to 15 



augment the agreement by $1,238,124.  David.  16 



  MR. NICHOL:  Thank you, Commissioners.  17 



Good morning.  Staff is here to seek your 18 



approval to the amendment augmenting the current 19 



interagency agreement that we hold with the 20 



Employment Training Panel.  Earlier, Peter 21 



Cooper, their Assistant Director, was here, but 22 



had to leave because of a time conflict.  He did 23 



want me to say to you that they appreciate the 24 



support from the Commission in workforce 25 
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training.   1 



  Staff is very pleased with the work that 2 



the Employment Training Panel is doing in 3 



workforce development, they are the only existing 4 



program we have that matches employers' private 5 



funding to us, and on the 91st day after a 6 



graduation and certification from the program, 7 



that is when the funds are then extended towards 8 



those companies that are being trained.  They 9 



have also recently adopted a BCP, specifically 10 



they handle funds from the Commission for the 11 



employment training panel.  We're seeing this to 12 



help smooth the process for administrative 13 



procedures.  We are happy to answer any questions 14 



that the Commissioners may have.  15 



  COMMISSIONER DOUGLAS:  Thank you.  16 



Questions or comments?  I'll just say in general 17 



I'm very pleased with the work that the AB 118 18 



program has done with the Employment Training 19 



Panel, and I'm glad to see this program continue.  20 



So let me see if we have a motion for Item 12.    21 



  COMMISSIONER SCOTT:  I'll move Item 12.  22 



  COMMISSIONER HOCHSCHILD:  I'll second.  23 



  COMMISSIONER DOUGLAS:  All in favor?  24 



  (Ayes.)  This item is approved 25 
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unanimously.  Thank you.   1 



  MR. NICHOLS:  Thank you.   2 



  COMMISSIONER DOUGLAS:  Item 13.  3 



University of California, Davis.  Possible 4 



approval of Amendment 1 to Contract 600-11-005 5 



with the Regents of University of California on 6 



behalf of the Davis campus to augment the 7 



agreement by $117,154 for a new total amount of 8 



$2,887,226.  Let's see here, Jim McKinney.  9 



  MR. MCKINNEY:  Good morning, 10 



Commissioners.  My name is Jim McKinney.  I'm 11 



Program Manager for the Alternative and Renewable 12 



Fuel and Vehicle Technology Program.  Staff is 13 



requesting your approval this morning for a 14 



$117,154 amendment to the existing agreement with 15 



the U.C. Davis Institute for Transportation 16 



Studies Next Steps Program for a research study 17 



on Plug-in Hybrid and Electric Vehicle Dealership 18 



Experience.  This agreement currently totals 19 



$2.77 million for 10 research tasks.   20 



  This proposed study will examine the 21 



relationship and transactions between new car 22 



dealers and purchasers of battery electric and 23 



plug-in electric vehicles.  The goal of the study 24 



is to assess the dynamics and communications 25 
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between customers and sales staff.  The results 1 



of the study will be used to inform policies for 2 



market development of BEVs in the state and help 3 



achieve the goals of the Governor's Zero Emission 4 



Vehicle Action Plan.  5 



  The 2013 ZEV Action Plan has three 6 



action items, the responsibility of the Energy 7 



Commission that will be supported by this 8 



research.  The first is to encourage and support 9 



auto dealers to increase sales and leases of Zero 10 



Emission Vehicles.  The second is to support 11 



expanded education at auto dealerships.  And the 12 



third is to encourage existing public/private ZEV 13 



focused partnerships to include leaders from the 14 



auto dealership sector in their efforts and 15 



organizations.   16 



  All Electric Vehicle consumers purchase 17 



their car at car dealerships, with the exception 18 



of Tesla.  Some challenges have been recognized 19 



by consumers and the industry regarding car 20 



dealership experience for customers considering 21 



the purchase or lease of Electric Vehicles.  22 



Sales staff may be uninformed about the new 23 



vehicle technologies, recharging options, 24 



available incentives, tax credits, or the cost 25 
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advantages of driving an Electric Vehicle.  1 



Dealerships may face challenges including high 2 



vehicle costs, lengthier transaction times with 3 



PEVs, long lead times for processing rebates and 4 



carpool lane decals, or delays in the deployment 5 



of charging infrastructure and other challenges.   6 



  This study will identify and prioritize 7 



key barriers to sales and then recommend actions 8 



and best practices for alleviating these 9 



barriers.  The study will answer key questions 10 



concerning how EV incentive policies flow to the 11 



customer through the dealer, whether dealers are 12 



equipped to engage PEV customers, and how dealers 13 



can partner in this process.   14 



  The research will involve a combination 15 



of structured interviews, focus groups, and 16 



surveys with dealers and consumers in Northern 17 



and Southern California, culminating in a final 18 



report.  There are currently about 100 19 



dealerships in the state that sell PEVs, and 20 



there may be as many as 400 that are offering at 21 



least one model.  The report intends to include 22 



findings on dealer activities that most influence 23 



PEV sales, the effectiveness of incentive 24 



policies in light of business drivers, the 25 
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relationship between public charging availability 1 



and demand, and an assessment of dealer 2 



performance in terms of growing the market for 3 



PEVs in California.   4 



  The takeaways may include a list of 5 



barriers, best practices, novel approaches and 6 



business innovations, a toolkit of policy 7 



options, and criteria for targeted policy 8 



assistance.  The study will also assist the 9 



Energy Commission's interagency working group on 10 



car dealership education and outreach as it 11 



addresses various issues, and formulates possible 12 



policies and actions.   13 



  The funding for this study will 14 



originate from ARFVTP technical support funding.  15 



Due to potential issues with franchise agreements 16 



between automakers and auto dealerships, 17 



proprietary and competitive business interests, 18 



the dealership contributions will be nonmonetary, 19 



but the dealers will be offering coordination and 20 



informational support.   21 



  This study represents a new task in our 22 



existing $2.77 million research agreement with 23 



the U.C. Davis Institute for Transportation 24 



Studies, and the other key tasks in that 25 
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agreement include transition scenarios for 1 



alternative fuels and vehicles, consumer behavior 2 



and choice, biofuel investment strategies, low 3 



carbon fuel options for trucks in the off-road 4 



sector, natural gas as a transportation fuel, and 5 



then technical training for staff.   6 



  I'm pleased to introduce Mr. Eric 7 



Cahill, the Lead Researcher for this study.  He 8 



is here for comment and questions, and I'm also 9 



available for any questions from the Commission.  10 



  COMMISSIONER DOUGLAS:  Thank you.  Mr. 11 



Cahill.  12 



  MR. CAHILL:  Good morning.  No, good 13 



afternoon, it's now afternoon.  Thank you for the 14 



opportunity to talk today and to address the 15 



Commissioners.  Basically this study is a bit 16 



unique in the sense that we're looking at the 17 



interaction between technology and the consumer, 18 



and that speaks, I think, to the kind of work 19 



that we do at ITS Davis, and at the Plug-In 20 



Hybrid and Electric Vehicle Center.  With much of 21 



the effort having been on technological 22 



advancement in order to get these vehicles up to 23 



par, I guess, and overcome what may be perceived 24 



as a number of shortcomings so that they can 25 
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compete in the market, we're now looking at some 1 



of the other factors that are involved in 2 



creating a new market for Plug-In Electric 3 



Vehicles, and we have certainly entered a new 4 



time in a very pivotal period in creating a 5 



market here in California.  So there's a lot of 6 



challenges that have been raised by dealerships 7 



that we've heard from customers and from OEMs 8 



themselves, the automakers themselves, and some 9 



of those were mentioned by Mr. McKinney here.  10 



But what that allows us the opportunity to do is 11 



to take a good look throughout the state at the 12 



dealerships, at the new car dealerships, that are 13 



essentially the touchpoint with the customer, and 14 



to see where things are going well, where there 15 



are shortcomings, where there are gaps.  We're 16 



also going to be talking to customers in terms of 17 



where they are also, where they've had success 18 



stories and where they could be improvements to 19 



that performance, and we're looking to be able to 20 



inform state policy to be able to adjust that 21 



policy if needed to better create a market and 22 



develop a market for Plug-In Electric Vehicles.  23 



And we believe this research will be certainly 24 



valuable to the Commission, and useful for 25 
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follow-on vehicles such as Fuel Cells, that will 1 



be coming along within the next couple of years 2 



to meet the Zero Emission Vehicle Mandate.   3 



  I want to thank you for your 4 



consideration today.  I also wanted to take a 5 



moment to thank the California New Car Dealers 6 



Association, and the California Center for 7 



Sustainable Energy, who are supporting our 8 



efforts and cooperating with us to conduct this 9 



research.  Thank you.  10 



  COMMISSIONER DOUGLAS:  Thank you.  11 



Questions, Commissioners, comments?   12 



  COMMISSIONER MCALLISTER:  Is the 13 



California Center for Sustainable Energy getting 14 



any of these funds?  15 



  MR. CAHILL:  No, they will not.  16 



  COMMISSIONER MCALLISTER:  Okay, I'm 17 



looking at legal over there, I don't think I have 18 



to recues myself, but -- okay, great.  I had just 19 



a couple questions here.  I wanted to -- I think 20 



part of what the scope of work here is 21 



establishing the interagency working group, or 22 



work across agencies -- I want to get some more, 23 



you know, what's the purpose of that, what does 24 



it entail, and what's the goal.  25 
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  MR. CAHILL:  I think, Jim, you might be 1 



able to speak to that.  2 



  MR. MCKINNEY:  Actually, Commissioner, I 3 



am not aware of that.  I apologize.  We can get 4 



that information for you.  5 



  COMMISSIONER MCALLISTER:  Okay, I think 6 



that came up in my briefing and I wanted to just 7 



dig into that a little bit, but, yeah, I'd like 8 



to know a little bit more about that because I 9 



think obviously --  10 



  MR. CAHILL:  No, and this may be 11 



referring, by the way, to a work group that is 12 



taking place roughly every six weeks at the 13 



California -- and it is an interagency group, so 14 



I presumed that's what this is referring to, that 15 



basically talks to education outreach for 16 



dealerships, and the California New Car Dealers 17 



Association is represented at that.  I also 18 



participate in those meetings and do intend to 19 



fold in initial findings from this research, as 20 



well as obviously any final results to help 21 



inform those efforts, as well.   22 



  COMMISSIONER MCALLISTER:  Great.  23 



Obviously those kinds of outputs, you know, you 24 



can be objective in lots of ways to input its 25 
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policy, but obviously we want to sort of know 1 



what's going on pretty early on in that process.  2 



In general, I'm very supportive of the 3 



commercialization side of things and doing things 4 



based on knowledge that has been developed with 5 



some rigor, and I think this sort of an approach 6 



is a good way to determine what some of the 7 



appropriate policy options might be to help grow 8 



this marketplace, and similar ones.  So certainly 9 



more information and more understanding within 10 



reason is better, so I'm very supportive of this.  11 



  COMMISSIONER SCOTT:  Can you tell us a 12 



little bit more about what the timelines for this 13 



look like in terms of the interviews and the 14 



different research that you're planning to do, 15 



and then when you think a report would be ready?  16 



  MR. CAHILL:  Yeah.  I can already say 17 



that we've already begun some initial ground 18 



level research here, so we'll be hitting the 19 



ground running.  We do already have relationships 20 



with a number of dealerships in the Bay Area and 21 



in the Sacramento Area, as well as having 22 



established some relationships with Southern 23 



California.  We expect the project to kick off by 24 



no later than October 1, formally, of course with 25 
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funding, and to conclude at the end of March.  It 1 



will be a six-month effort.  I can say that, 2 



pretty much as soon as funding does become 3 



available, we'll be able to begin a statewide 4 



effort as opposed to the local effort that has 5 



been done currently, so these will include 6 



attending the Plug-In Conference, for example, 7 



down in San Diego, we'll also be conducting 8 



dealer interviews down there, coordinating with 9 



the Center for Sustainable Energy down there, and 10 



as well conducting focus groups.  We'll also be 11 



hitting Los Angeles and the Greater Los Angeles 12 



Area to do the same thing.  And we'll be hitting 13 



the Bay Area, as well as the Sacramento Area, and 14 



even probably some Central County areas, as well, 15 



during that time.  16 



  COMMISSIONER DOUGLAS:  Great.  Thank 17 



you.  Is there a motion on this item?  18 



  COMMISSIONER SCOTT:  I'll move Item 13.  19 



  COMMISSIONER HOCHSCHILD:  Second.  20 



  COMMISSIONER DOUGLAS:  All in favor?  21 



  (Ayes.)  Item 13 is approved.  Thank 22 



you. 23 



  MR. CAHILL:  Thank you.   24 



  COMMISSIONER DOUGLAS:  Item 14.  25 
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Minutes.  Possible approval of the July 10, 2013 1 



Business Meeting Minutes.  2 



  COMMISSIONER HOCHSCHILD:  So moved?  3 



  COMMISSIONER MCALLISTER:  Second.  4 



  COMMISSIONER DOUGLAS:  All in favor?  5 



  (Ayes.)  The Minutes are approved.  6 



  COMMISSIONER DOUGLAS:  Item 15. Lead 7 



Commissioner or Presiding Member Reports.  I've 8 



glanced through my calendar and I do not see 9 



anything report worthy on my calendar, so let me 10 



see what other Commissioners would like to make a 11 



report.   12 



  COMMISSIONER HOCHSCHILDS:  I can give a 13 



couple updates.  First, I just wanted to thank 14 



Lori Sinseley and the Communications Team, I've 15 



worked very closely with them on the launch of 16 



our newsletter, the Spark, which went out last 17 



week.  It may actually eventually move to a 18 



monthly newsletter.  I think it's really really 19 



important, we have so many activities going on 20 



here, and one observation I have, it's not just 21 



that others in State Government and so forth, 22 



other stakeholders aren't aware of the full scope 23 



of our duties, but even within the agency itself, 24 



there's not a lot of awareness necessarily of the 25 
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latest developments, you know, folks working on 1 



Transportation don't know what's happening in 2 



Efficiency.  So I'm a big believer in the role of 3 



communications, and I think the team did a great 4 



job in getting that together.  I'm very much 5 



looking forward to that going forward.   6 



  I just want to make a plug for the next 7 



two guest speakers.  September 11th, we have the 8 



Chairman of FERC coming, Jon Wellinghoff.  He has 9 



been a big proponent for renewables.  He's going 10 



to be actually replaced -- he's stepping down 11 



sometime in the next six months, depending on 12 



when his successor gets confirmed by the Senate, 13 



but it's in town September 11th and he'll be here 14 



at 4:00, just talking about -- actually, he wants 15 



to talk about Demand Response, in part, some 16 



opportunities for California.  And then this 17 



Thursday at 11:00, we have Dick Swanson, who is a 18 



really really impressive former Stanford 19 



Professor, Founder of SunPower, which is really 20 



there are only two American solar manufacturers 21 



left and Sun Power is one of them, they have the 22 



highest efficiency.  So we're still in the 23 



market, and he's coming to talk about the 24 



progress of technology, along with Julie Blunden, 25 
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former CEO of Climate Works, which was the 1 



leading funder of global activities to combat 2 



climate change.   3 



  And I just think it's worth noting that 4 



today solar represents something like four 5 



percent of our renewable portfolio, but it will 6 



be 50 percent by 2020, so it's been a really 7 



radical transformation of the industry driven by 8 



this cost reduction we're getting from innovation 9 



and automation and scale, and so they're going to 10 



be talking about that, and the significance of 11 



that.   12 



  So in terms of recent visits, I 13 



especially want to thank our Executive Director, 14 



Rob Oglesby, who accompanied me to a roundtable 15 



with a Silicon Valley leadership group, about 20 16 



companies, got their input on clean energy R&D, 17 



that was really really fruitful, had a couple of 18 



other site visits, probably the most interesting 19 



for me was the Alta Wind Energy Park, which is 20 



the largest wind project in the world, it's in 21 



Kern County, it's a gigawatt and a half, and I 22 



was struck -- first of all, it's interesting, 23 



this project which created 5,000 jobs, it has 24 



also enabled a neighboring cement factory to stay 25 
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open because they're still growing, they're doing 1 



another 200 megawatts from now until December.  2 



And I was amazed to learn there's a GE wind 3 



turbine manufacturing facility onsite, which is 4 



making turbines for that site, as well as 5 



shipping around the Western United States.  And 6 



this project does now become the second largest 7 



taxpayer in Kern County, contributing $40 million 8 



a year.  So it's just part of the success story, 9 



you know, of California renewables policy, this 10 



is some of the fruit that's being born.  And 11 



there's a very exciting pathway for further cost 12 



reductions in wind.  I learned all about variable 13 



speed turbines and new drive trains, and 14 



generators, and actually they have somewhat over-15 



engineered the steel in the column itself, and so 16 



there is an effort now to actually reduce that 17 



and essentially be able to further cut costs, so 18 



there is a path forward there for wind.   19 



  I met yesterday with -- there's a big 20 



group trying to build the largest -- essentially 21 



a project double this size in Wyoming, a 3 22 



gigawatt project they're trying to build 23 



transmission to, but California is a tough road 24 



to hoe, but there's a lot of activity in wind.  25 











 



  117 
CALIFORNIA REPORTING, LLC 



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



 



  The other notable site visit was to 1 



SEGS, which is a 26-year-old parabolic trough 2 



system, solar thermal system, the oldest system 3 



in the world actually of parabolic trough, and 4 



they have a gas plant -- very inefficient gas 5 



plant, about 12,000 heat rate, that operates with 6 



that, that we're going to have to make a decision 7 



on at some point down the line.  But you know, 8 



it's interesting to see how this thing has held 9 



up, the solar part of it has held up for 26 10 



years.  They just re-tubed, they put $50 million 11 



into re-tubing to get a little bit more 12 



efficiency out of it, but it was just impressive 13 



to see this thing going strong after a quarter 14 



century, about 140 staff down there, so, yeah, 15 



those are probably my visits of note.  16 



  COMMISSIONER MCALLISTER:  Let's see, I 17 



just wanted to highlight a couple things.  I have 18 



been ensconced on IEPR issues, more, and so I 19 



haven't gotten out of the office as much as maybe 20 



some of us have, and so it's sort of all IEPR all 21 



the time for me, which is great, it's all very 22 



interesting and we've got some really terrific 23 



workshops.  I believe since the last meeting, we 24 



had the one on San Onofre, Southern California 25 
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issues, with respect to how to deal with the San 1 



Onofre issue and had an en banc down in L.A. with 2 



ARB, Chairman Nichols from the ARB, President 3 



Peevey from the PUC, and Steve Berberich from 4 



ISO, and had a robust discussion on some of the 5 



options going forward, very interesting to have 6 



everybody in the room giving their perspectives 7 



on that.   8 



  More recently, last week I believe, had 9 



a 2030 infrastructure discussion here in this 10 



hearing room with regard to the electric sector, 11 



which was also very interesting.  It gave rise to 12 



sort of a longer term discussion about what the 13 



2030 and beyond issues are with respect to what 14 



we need to do to really achieve our long term 15 



carbon goals, and keep the system reliable.  So 16 



quite interesting record established in the IEPR.  17 



  And then I had a couple of workshops on 18 



the Transportation issue together with 19 



Commissioner Scott, which I found really 20 



enlightening, as well.  I always learn something 21 



when our transportation staff talks, sets up a 22 



day of workshops because there's just so much 23 



going on in that space.  So I really found that 24 



fascinating.  And the IEPR is inexorably moving 25 
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forward to its full production and we're in the 1 



middle of that process, so I'm trying to help 2 



them keep on schedule.  3 



  Let's see, the other thing I wanted to 4 



mention, just a couple of visits --  5 



  COMMISSIONER HOCHSCHILD:  And just 6 



before you leave that, what is the schedule for 7 



the IEPR, exactly?  8 



  COMMISSIONER MCALLISTER:  Well, we are 9 



aiming to adopt it before the end of the year, I 10 



think the December Business Meeting is what we're 11 



aiming at.  It doesn't always happen within the 12 



year, statutorily it's supposed to, so that's the 13 



goal.  Quite a bit of editing, a lot of editing, 14 



a lot of vetting, public comments, in the next 15 



couple of weeks likely we'll go public, and we'll 16 



have public comments, editing, and it'll 17 



definitely be coming across your desk and the 18 



other Commissioners' desks obviously before 19 



adoption, but for your comment.  So not quite 20 



there yet, but we'll get there.  21 



  Two site visits of note, went over with 22 



some representatives from the Governor's Office 23 



and FERC, actually, and a number of others to a 24 



PG&E facility, it's a storage facility over in 25 
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Vaca-Dixon, not too far from Sacramento, and it's 1 



one of two interesting battery storage projects 2 



that they've got going on and they're doing some 3 



experimentation with how to best sort of optimize 4 



it and see how they utilize it on the grid, and 5 



running it through its paces.  It's fairly low 6 



risk in this case with Vaca-Dixon, fairly low 7 



risk so they can do some innovative things and 8 



sort of see what works.   9 



  They've got another battery storage 10 



system down on the Peninsula, I believe it's San 11 



Jose, that they're sort of doing more customer 12 



focused experimentation, not exactly 13 



experimentation, but sort of working on how the 14 



battery storage can best benefit the Grid and 15 



sort of work through how to optimize it and make 16 



it more cost-effective.  So pretty exciting, 17 



actually.  Obviously, these are not cheap 18 



projects, but they're definitely -- the learning 19 



there is really important for keeping the modern 20 



grid heading in the right direction with 21 



renewables integration and all the issues we talk 22 



about.  23 



  And then the other thing I did was last 24 



week, there's a new initiative at Berkeley Lab 25 
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called the Flex Lab, which I would encourage 1 



folks to go visit maybe a little bit further down 2 



the road when the construction is done, but it's  3 



purpose built, highly instrumented commercial-4 



like facility that will enable experimentation 5 



with new construction techniques, where you can 6 



build it on site and take reams of data, 7 



understand how they perform.  They even have a 8 



pad that rotates 270 degrees so they can 9 



accelerate the data gathering with respect to 10 



sunlight and building positioning and all that 11 



kind of stuff.  It was quite an interesting lab.  12 



They got $16 million from ARRA funds to build it, 13 



and I think it's a very interesting platform for 14 



building technologies, for the industry to come 15 



in and test new products, for building 16 



techniques, to use it as educating.  We were 17 



talking about education of the construction 18 



industry earlier on one of the items today, it 19 



would certainly help with installation practices, 20 



monitoring of interior spaces, potentially even 21 



some comfort issues.  There's just a lot of 22 



potential there for utilizing in an advanced 23 



laboratory space like this, that is very oriented 24 



towards being pragmatic for the building 25 
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industry.  It's an actual set of buildings and 1 



interior spaces that can be utilized for 2 



experimentation purposes.  So I was pretty 3 



excited about that and there's a lot of smart 4 



people working on that.  Obviously very important 5 



for energy efficiency, certainly for our Zero Net 6 



Energy goals in the commercial space, so it's a 7 



good resource for us to have.  It's a DOE 8 



facility, so it has national significance, but 9 



given that it's in a California climate, it's 10 



going to have a lot of relevance for California, 11 



so I'm excited to see that in the ground.  12 



  And then lastly, I wanted to encourage 13 



folks to head over to the Citizen tomorrow 14 



afternoon, I'm going to see if I can find that 15 



date, anyway, it's a discussion, you can look at 16 



it on our website, about future appliance 17 



efficiency focused mostly on electronics.  But 18 



I'm going to be kicking it off tomorrow and it's 19 



an interesting group of speakers, Karen Herder 20 



who used to work at the Commission, and a couple 21 



other speakers, looking at what the sort of 22 



longer term opportunities for making consumer 23 



electronics more efficient are.  So we'll be 24 



talking about some innovation with a little bit 25 
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of a long view of where the potential lies.  So 1 



that should be fun.  Thanks very much.  2 



  COMMISSIONER SCOTT:  I had the 3 



opportunity since we last met, I went out to -- 4 



it's been a little while, actually, in San 5 



Francisco they had the Plug-In Vehicle 6 



Collaborative had their full day in-person 7 



meeting in San Francisco at the end of July, and 8 



that was pretty interesting.  We spent the bulk 9 



of the meeting hearing from the utilities, both 10 



the Publicly-Owned Utilities and the Investor-11 



Owned Utilities, on some of the things that 12 



they're doing to be prepared for additional Plug-13 



In Electric Vehicles to be on the road, and also 14 



about some of the customer education and outreach 15 



that they're doing, and I thought that was really 16 



interesting.  I mean, we got down really into the 17 



weeds and talked about things like time of use 18 



rates and what's most interesting for the 19 



consumers that are looking at their bill to see 20 



how much energy their car is using versus other 21 



parts of their homes and things like that, so it 22 



was a really interesting day.  23 



  COMMISSIONER HOCHSCHILD:  Could I just 24 



ask, how significant is the investment today by 25 
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the utilities in EVs and --  1 



  COMMISSIONER SCOTT:  That's a good 2 



question.  I don't recall a number off the top of 3 



my head, but I mean, we had SDG&E there, SCE, 4 



PG&E, SMUD, LADWP, and they had very high level 5 



folks there, so they're really thinking about 6 



this.  I don't know the number in terms of -- 7 



  COMMISSIONER HOCHSCHILD:  And everybody 8 



is doing something, it's just --  9 



  COMMISSIONER SCOTT:  Yes.  So that was 10 



exciting to see, too.  11 



  COMMISSIONER HOCHSCHILD:  Okay, great.  12 



  COMMISSIONER SCOTT:  So that was 13 



terrific.  That was our all day in-person meeting 14 



for Plug-In Vehicle Collaborative.  And as 15 



Commissioner McAllister mentioned, we had some 16 



great workshops, I thought, on transportation for 17 



the IEPR.  You know, so I've been here about four 18 



months and, for me, it's really neat, I continue 19 



to be struck by the ability that we have to bring 20 



in such a broad level and range of experts on the 21 



different topics where we convene folks.  We 22 



talked about growth scenarios for alternative 23 



fuels on one of our transportation workshops, and 24 



we had folks from all over the country, including 25 
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calling in from Brazil to give presentations, and 1 



so I agree with you, they continue to be very 2 



interesting workshops.  And I look forward to the 3 



report.   4 



  I got to go and do a presentation at the 5 



National Academy of Sciences with Isaiah Larson 6 



and Charles Smith, which was great, it was a lot 7 



of fun for me to get to go with some of our 8 



transportation team and do that.  The National 9 



Academy of Sciences is really interested in 10 



medium-duty and heavy-duty trucks with a focus on 11 



fuel economy, and greenhouse gas emissions, and I 12 



thought it was great that they wanted to hear 13 



from the Energy Commission about the different 14 



things that we are doing on those.  So we gave 15 



kind of a high level presentation about the 16 



Alternative and Renewable Fuel and Vehicle 17 



Technology Program, and we also talked in detail 18 



about some of the different projects that we 19 



funded, like the Catenary arm for trucks on 710 20 



an just all kinds of different options.  So that 21 



was a really neat chance to go and talk with our 22 



friends at the National Academy of Sciences.  23 



  I went at the beginning of August out to 24 



the 14th Biennial Conference on Transportation 25 
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and Energy at Asilomar, and the topic there was 1 



climate policy in an energy boom, and this was 2 



just for me a really fascinating conference.  3 



Again, it brought together this incredible and 4 



interesting set of experts.  They set the scene 5 



for what they thought might need to be some 6 



additional help in terms of accelerating the 7 



transition to alternative fuels and really making 8 



the type of transformation of our transportation 9 



system that we're talking about.  There was an 10 



expert from U.C. Davis talking about what the 11 



petroleum prices may do.  Mary Nichols was there 12 



and talked about the climate goals, the clean air 13 



goals that we're trying to meet.  We had folks 14 



from China who came in and talked about what 15 



they're doing there.  And it was interesting 16 



because they talked about -- if I'm recalling 17 



correctly, it was about a billion cars on the 18 



road in China, and so it's a huge challenge, but 19 



it's also a huge opportunity that's before us, 20 



and so it was just a really interesting chance to 21 



hear from a wide range of folks kind of what 22 



they're thinking about, and then to be able to 23 



interact with them on breaks and at lunch and 24 



over dinner, it was very interesting and everyone 25 
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was interested in climate policy.   1 



  COMMISSIONER HOCHSCHILD:  Were there 2 



countries -- I mean, I don't know what China is 3 



doing in EVs, but is the U.S. sort of leading or 4 



lagging in terms of EV support versus other 5 



countries?  I don't know if that came up.  6 



  COMMISSIONER SCOTT:  I think California 7 



is definitely leading the way on a lot of this 8 



that was a lot of the take home message.  I think 9 



in China they're -- it's kind of a push and pull 10 



between wanting to be able to develop the way 11 



that the U.S. or Europe or other countries have 12 



developed, but also recognizing that if you have 13 



a billion cars on the road, and they're not as 14 



close to zero emission as you can get, and they 15 



don't have smart land use and transportation -- 16 



planned smart transit plans, that it was kind of 17 



an interesting push and pull in terms of wanting 18 



to develop, and wanting to develop quickly, but 19 



also wanting to develop smart.  And so it was 20 



interesting to kind of hear what they were 21 



thinking and where they're going.  But I think on 22 



Electric Vehicles, we're looking at Fuel Cells, 23 



just pushing the Zero Emission Vehicle, that 24 



California is definitely on the leading edge of 25 
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that.  So that was really great.  And they 1 



debuted BMW, they debuted their new electric car 2 



there, which is the 3 series, and that was fun 3 



for us to get to ride in.  It's neat to continue 4 



to see options like that come out on the road, so 5 



that you want everything from Tesla to Leafs, and 6 



there's just lots of options, and more options 7 



are coming, so it was great to see that.   8 



  We did some great staff workshops on 9 



hydrogen and the electrical EV interoperability.  10 



The interoperability was interesting to think and 11 



talk about because, I mean, basically what we're 12 



looking to do is make sure that every electric 13 



vehicle driver can use any charging station.  And 14 



there's lots of technical pieces that go along 15 



with that, but we had some really good 16 



conversations there.   17 



  One other thing I did, I got to travel 18 



to Fresno for the California Black Chamber of 19 



Commerce Meeting.  That was terrific.  There were 20 



probably 500 businesses around the room.  They 21 



were interested in, first, kind of what does the 22 



Energy Commission do?  What is the Energy 23 



Commission?  So I did kind of a little Energy 24 



Commission 101, but they I also talked to them 25 











 



  129 
CALIFORNIA REPORTING, LLC 



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



 



about a lot of our grant and loan programs, like 1 



the BrightSource Program, like my AB 118 program, 2 



that might be of interest, and the technical 3 



assistance that we can provide, that might have 4 



been of interest to a lot of the businesses 5 



around the table, so hopefully we'll hear more 6 



from folks that were there.   7 



  And last but not least, I just wanted to 8 



make sure, I think all of you have probably met 9 



her, but my new Advisor is here, she started at 10 



the beginning of August, her name is Leslie 11 



Camarastito, and I am just thrilled to have her 12 



on board, I've got my whole team in place now, so 13 



it's coming together.  That's what I've been up 14 



to.  15 



  COMMISSIONER DOUGLAS:  That's great.  16 



Very good.  So thank you, everyone. Let's go on 17 



to the Chief Counsel's Report -- oh, go ahead.  18 



  COMMISSIONER MCALLISTER:  I was a little 19 



bit negligent, actually.  I want to actually 20 



acknowledge all the amazing work that's going on 21 



with staff on Prop. 39.  I know that it's a great 22 



initiative that the voters passed, it's a really 23 



amazing, wonderful thing, our schools totally 24 



need these resources, and it's a relatively big 25 
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lift in a relatively short period of time, and 1 



the Energy Commission is the lead agency on 2 



developing the guidelines for Prop. 39, as many 3 



of you know, and Executive Director Oglesby and 4 



Drew Bohan, his Deputy, are both in the room and 5 



I just want to acknowledge both of their efforts, 6 



particularly Drew, who has been carrying a lot of 7 



the water on that and keeping everybody organized 8 



and on task, on really confronting this challenge 9 



that we have, and making sure that there's a 10 



really robust interagency process.  There's a lot 11 



of parallel tracks heading all in the same 12 



direction, and keeping them coordinating and 13 



everybody on task is happening and I think it's 14 



because of their capabilities that it's really 15 



all on track, and there's a lot of staff working 16 



on this and there's a lot of good quality work 17 



going on and developing these guidelines, there's 18 



a lot of people looking at it and we're doing 19 



things in a transparent and accountable way, and 20 



I think I'm very optimistic that we're going to 21 



have a good product on time so that the schools 22 



can get their funds and do very worthwhile 23 



projects with it, starting in the near future, 24 



certainly by early next year.  So I wanted to 25 
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just make sure I mentioned that.  So thanks.  1 



  COMMISSIONER DOUGLAS:  Great.  Thanks 2 



for doing that.  Chief Counsel's Report.  3 



  MR. LEVY:  Good afternoon.  I have no 4 



report today.   5 



  COMMISSIONER DOUGLAS:  Executive 6 



Director's Report.  7 



  MR. OGLESBY:  I guess I'd add Marcia 8 



Smith is doing a stellar job leading the group 9 



that's implementing that.   10 



  I'll just take minute to announce some 11 



housekeeping that we've done that I think will 12 



improve the operation of the Energy Commission.  13 



I would preface it by saying it doesn't represent 14 



any augmentation of our budget that was recently 15 



improved, but in order to improve the efficiency 16 



of the organization, and in light of the new 17 



duties to implement Proposition 39, we have done 18 



some reorganization.  And the principle features 19 



of the reorganization include moving the ECCA 20 



program, which is our low interest loan program 21 



for efficiency, and which is also implementing 22 



Prop. 39 into our efficiency division, so we 23 



consolidate our efficiency activities and the 24 



division that has the most technical expertise, 25 
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and some synergistic inter-reactions between 1 



staff into that division.   2 



  Secondarily, we are moving the office of 3 



Renewables and we've created a Division of 4 



Renewables -- again, we haven't expanded that in 5 



terms of resources, but I think given the 6 



importance of Renewables in our energy future and 7 



our expanded obligations to implement the 8 



Renewable Portfolio Standard, it was important to 9 



recognize that, establish it as a division, and 10 



put then under the leadership, the very capable 11 



leadership, of Suzanne Korosec.  And Heather 12 



Raitt will move over the help run the IEPR 13 



process and make sure that that is a seamless 14 



process going forward, although we're in the 15 



closing stages of the current cycle, there will 16 



be some coordination between Suzanne and Heather, 17 



but I'm confident that that will conclude very 18 



successfully this year.  19 



  And finally, we have a number of 20 



positions that have been supported by the Public 21 



Goods charge, the activities are now going to be 22 



part of the EPIC Program and we're consolidating 23 



those staff persons, they will be conforming to 24 



the obligations and the structure of the program 25 
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under EPIC, and so we're consolidating them in 1 



our division that handles EPIC, the Research 2 



Division.  So those are the principle aspects, 3 



the intent again is to improve efficiency, to 4 



recognize the importance of the programs, and 5 



gain some synergistic opportunities.  6 



  COMMISSIONER DOUGLAS:  Thank you.  7 



Public Advisor's Report.  8 



  MS. MATTHEWS:  I don't have anything to 9 



report.  Thank you.   10 



  COMMISSIONER DOUGLAS:  All right.  And 11 



is there any public comment?  On the phone?  No.  12 



All right, very good.  With that, we are 13 



adjourned.   14 



(Whereupon, at 12:39 p.m., the Business Meeting 15 



was adjourned.) 16 
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P R O C E E D I N G S 1 



DECEMBER 11, 2013                      10:11 a.m. 2 



  CHAIRMAN WEISENMILLER:  Good morning.  3 



Let's start the Business Meeting with the Pledge 4 



of Allegiance.   5 



  (Whereupon, the Pledge of Allegiance was  6 



  recited in unison.) 7 



  CHAIRMAN WEISENMILLER:  Good morning.   8 



So we’re going to do a little juggling on the 9 



agenda and I’ll just flag those for a second.  So 10 



in terms of an order, after the Consent Calendar, 11 



we’re going to deal with Items 5 through 9.  At 12 



11:00, we will take up Bottle Rock and when we 13 



come back, depending upon the timing, we will 14 



either pick up the Demand Forecast or the 15 



remaining items.  But anyway, we at least -- 16 



we’ll have to play it by ear on some of the 17 



timing issues today.  But anyway, that’s the 18 



current block one of what we’re going to do, at 19 



least for I think part of the morning.   20 



  So let’s actually all start out with a 21 



minute of silence to reflect on our loss of a 22 



great man, Nelson Mandela.   23 



  [Silence] 24 



  Okay, back to more mundane things.  So 25 
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Consent Calendar.  1 



  COMMISSIONER DOUGLAS:  I move the Consent 2 



Calendar.  Oh, I’m sorry.  3 



  COMMISSIONER MCALLISTER:  I wanted to 4 



disclose on Items 1C (sic) and 16 (sic) that my 5 



wife is a member of the U.C. Davis King Hall Law 6 



School faculty.  I’m not recusing myself, none of 7 



the items have to do with the law school at U.C. 8 



Davis, but they do have to do with the U.C. 9 



system, so I’m recusing myself on those two items 10 



-- I mean, I’m sorry, I’m not recusing myself on 11 



those two items, I’m just disclosing that 12 



relationship.  Thank you.   13 



  COMMISSIONER DOUGLAS:  I’ll just add on 14 



to that, that this spring I’ll be teaching a 15 



Renewable Energy Law course at the U.C. Davis Law 16 



School, so, again, I’m not recusing myself, but I 17 



am disclosing that.  18 



  CHAIRMAN WEISENMILLER:  Okay, do I have a 19 



motion?  20 



  COMMISSIONER DOUGLAS:  Move Consent.  21 



  COMMISSIONER MCALLISTER:  Second.   22 



  CHAIRMAN WEISENMILLER:  All those in 23 



favor?  24 



  (Ayes.)  The Consent item passes 25 
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unanimously.   1 



  MR. LEVY:  Pardon me, just to clarify the 2 



record that should be Item 15, not 16, I think, 3 



Commissioner McAllister, and 1B.  The Agenda was 4 



revised.   5 



  COMMISSIONER MCALLISTER:  Sorry, my 6 



apologies.  My note was from Legal and was a 7 



little bit outdated, I guess, or the agenda 8 



changed afterwards.   9 



  MR. LEVY:  Our apologies.  Thank you.  10 



  CHAIRMAN WEISENMILLER:  Okay.  So let’s 11 



go on to Item 5, which is Revised Effective Date 12 



of 2013 Building Energy Efficiency Standards.  13 



And first I want to note and remind everyone that 14 



what we’re looking at today, what’s on our agenda 15 



and what we’re concerned with today, is a delay 16 



in the adoption or the implementation of the 17 



Building Standards.  We are not reopening what’s 18 



in the Building Standards and that is not the 19 



purpose for today’s conversation.  So staff, 20 



please.  21 



  MS. COLLOPY:  Good morning, Chair and 22 



Commissioners.  I’m Christine Collopy, Deputy 23 



Division Chief of the Efficiency Division.  I am 24 



here today to seek your approval of a proposed 25 
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resolution changing the effective date of the 1 



2013 Building Energy Efficiency Standards, Title 2 



24, Parts 1 and 6, and the energy provisions of 3 



Part 11, Cal Green.   4 



  From January 1, 2014 to July 1, 2014, no 5 



changes to the substance of the Regulations are 6 



being proposed.  We would like to thank industry 7 



stakeholders for your cooperation and comments 8 



during this time.   9 



  Today’s Business Meeting Agenda includes 10 



four items related to the 2013 Building Energy 11 



Efficiency Standards.  This Agenda item relates 12 



to the change in the Effective Date of the 2013 13 



Standards, and the three items to follow this 14 



item relate to the possible approval of software 15 



versions for both Residential and Nonresidential 16 



Buildings, including Item 6, EnergyPro Version 17 



6.0, as an alternative calculation method for 18 



demonstrating performance compliance with the 19 



Residential Provisions of the 2013 Standards.  20 



And Item 7 and 8, which are related to the 2013 21 



Public Domain Compliance Software Version 1D, 22 



used to demonstrate performance compliance with 23 



the 2013 Standards for Residential and 24 



Nonresidential Buildings, respectively.   25 
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  Together, these software updates provide 1 



users with the most up to date software possible, 2 



plus these new versions have more functionality 3 



than earlier versions.  As new versions of the 4 



software become available, staff will bring them 5 



back to you for your consideration at future 6 



business meetings.   7 



  For this item today, we are seeking a 8 



six-month change in the effective date of the 9 



Standards implementation because we have heard 10 



overwhelming comments from the Building industry 11 



that they do not have the complete set of 12 



performance compliance software tools, and they 13 



have not received the training they need to fully 14 



understand and use the public domain compliance 15 



software for the 2013 Standards.   16 



  Pursuant to Public Resources Code Section 17 



25402.1, the Energy Commission establishes public 18 



domain compliance software to estimate the energy 19 



consumed by buildings.  This software serves two 20 



distinct purposes in the Energy Commission’s 21 



Building Standards Program: first, Energy 22 



Commission’s public domain compliance software is 23 



made available at low or no cost for the Building 24 



industry to use, if it chooses, to complete the 25 
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performance compliance approach under the 1 



Standards; second, it serves as a point of 2 



reference for the potential approval of private 3 



vendor software as an alternative calculation 4 



method.   5 



  The Energy Commission’s 2013 public 6 



domain compliance software consists of two tools, 7 



one for low rise residential buildings, and the 8 



other for high rise residential and non-9 



residential buildings known as CBECC-Res and 10 



CBECC-Com, respectively.  CBECC-Res software has 11 



been available for public review and use since 12 



July 2013 and versions of CBECC-Res for newly 13 



constructed homes have been approved at the 14 



Energy Commission Business Meetings for the last 15 



three months that was September, October and 16 



November of 2013.   17 



  CBECC-Com has been available for public 18 



review and use since September 2013 for newly 19 



constructed buildings and additions to existing 20 



buildings only.  And although another update of a 21 



CBECC-Com is on today’s meeting Agenda for your 22 



consideration, a version of CBECC-Com for 23 



alterations to existing buildings will not be 24 



ready for your consideration until April of 2014.  25 
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CBECC-Com user interface is very different from 1 



past public domain compliance software provided 2 



by the Commission.  And using this software 3 



effectively requires training that has not yet 4 



been offered by Energy Commission or other 5 



entities.   6 



  It is the Energy Commission who is to 7 



establish a public domain computer program which 8 



enables the building industry to estimate the 9 



energy consumed by buildings.  Under the 10 



Standards adopted, private vendor compliance 11 



software is required to compare against the 12 



Commission’s public domain software for 13 



certification.   14 



  The Energy Commission has supported the 15 



marketplace for many years by being transparent 16 



in its methods for approving private vendor 17 



compliance software tools, and by funding the 18 



development of the reference method that is 19 



critical in the comparative testing of these 20 



tools.  21 



  The approval of the private EnergyPro 22 



software for residential newly constructed 23 



projects is one of the software items on today’s 24 



business meeting agenda, again for your 25 
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consideration.  We expect this tool to be back at 1 



the business meeting in early 2014 for your 2 



consideration as an approved tool for alterations 3 



and additions of existing homes.  However, there 4 



has been no compliance software approval 5 



applications received by the Energy Commission 6 



for non-residential buildings.  This means that, 7 



for the first time in many years, the public 8 



domain compliance software, CBECC-Com, must be 9 



used to complete the performance compliance 10 



approach for the 2013 standards until such time 11 



that other compliance software tools are complete 12 



and approved by the Energy Commission.   13 



  The Energy Commission needs the next six 14 



months to provide the training and education 15 



necessary in partnership with the Utilities, 16 



building officials, and energy consultants, to 17 



teach the industry how their proscriptive 18 



requirements can be met cost-effectively, and 19 



also to demonstrate the functionality of the 20 



public domain compliance software such that the 21 



performance compliance approach may be used in 22 



lieu of meeting all proscriptive requirements.   23 



  In revising the effective date, we are 24 



working closely to coordinate this action with 25 
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our sister agencies such as the Building 1 



Standards Commission and the Department of 2 



Housing and Community Development, and are 3 



reaching out to local jurisdictions and 4 



interested persons to ensure that this change is 5 



communicated to all those that are effected and 6 



to ensure that all disruptions are minimized.  7 



The Building Standards Commission has a scheduled 8 



Commission meeting on Wednesday, December 18th, to 9 



consider approving the Energy Commission’s action 10 



to change the effective date of the 2013 Building 11 



Energy Efficiency Standards, Title 24, Parts 1 12 



and 6, and the 2013 California Green Building 13 



Standards Code, Title 24, Part 11.   14 



  I respectfully request your approval of 15 



the proposed resolution changing the effective 16 



date of the 2013 Building Energy Efficiency 17 



Standards until July 1, 2014.  Again, no changes 18 



to the substance of the regulations are being 19 



proposed.  With me today is Eurlyne Geiszler of 20 



the Building Standards Office, Martha Brook, 21 



Senior Mechanical Engineer of the Building 22 



Standards Office, and Galen Lemei, Senior Legal 23 



Counsel to assist me in responding to any of your 24 



questions today.  Thank you.   25 











 



                                  CALIFORNIA REPORTING, LLC                                         16 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 1 



hear public comment.  We have a fair amount.  2 



Again –- well, first let me correct myself and 3 



say that we’re revising the Effective Date of the 4 



Standards, but also again to remind people that 5 



what’s been notified and what we’re concerned 6 



today is revising the Effective Date of the 7 



Standards.  Anyone who has comments on the 8 



substance of the Standards, that’s not what is at 9 



issue today, so please limit your time on 10 



comments to the effective date issues.  Certainly 11 



there are public comments later and we are happy 12 



to hear from you, and we have your written 13 



comments.   14 



  So with that, let’s start with UC, 15 



Catherine Kniazewycz.  Hopefully I didn’t butcher 16 



it more than the last time.   17 



  MS. KNIAZEWYCZ:  Good morning, 18 



Commissioners.  I’m Catherine Kniazewycz, 19 



Director of Architecture at University of 20 



California, Office of the President.  Thank you 21 



for considering today our request of last month 22 



to delay the effective date of the new Energy 23 



Standards for a few months until the necessary 24 



software and tools can be completed, and training 25 











 



                                  CALIFORNIA REPORTING, LLC                                         17 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



as you mentioned.   1 



  Commissioner McAllister asked me last 2 



month how many projects in the U.C. system will 3 



be in design and subject to the new Code during 4 



the first six months of 2014.  I polled the 5 



campuses and we have at least 15 major projects 6 



representing most of our campuses, and we also 7 



queried CSU and they came up with at least nine.  8 



So just between these two agencies, we’re looking 9 



at 24 projects that would have had to go through 10 



your exceptional process to be designed in the 11 



early months of next year, and it sounds like we 12 



all agree that probably isn’t practical.  13 



  The University of California will 14 



continue to follow our own policy of meeting the 15 



2008 Energy Standards by 20 percent in the 16 



interim if the effective date of the Code, of 17 



course, is postponed to July.  In the meantime, 18 



we’re also going to work with our consulting 19 



engineers, including Ted Tiffany, to help our 20 



campuses understand the application of the 2013 21 



Code to our projects.  Thank you very much.   22 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 23 



go to Mike Gabel.  24 



  MR. GABEL:  Thank you.  Good morning, 25 
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Commissioners.  I understand and appreciate that 1 



the CEC staff and contractors have worked 2 



exceptionally hard to prepare for this January 1st 3 



effective date, so first off, thank you to all 4 



the people who have worked hard putting in many 5 



hours trying to get the new Standards in place.  6 



It is regrettable that essential client software 7 



is not yet ready, but it is also crucial that the 8 



Commission now do what is absolutely necessary to 9 



properly ensure a successful Standards launch.   10 



  As you know, I’ve been a reluctant, but 11 



outspoken advocate for this postponement only 12 



because of the urgency of the situation, but I’d 13 



like to pledge my own efforts towards the timely 14 



completion of all compliance software programs 15 



seeking CEC approval.  I intend to work with CEC 16 



staff and others to test newly incorporated 17 



capabilities in the public domain programs, and 18 



I’m happy to support ongoing efforts by the CEC, 19 



by CABEC, by the Utilities Codes and Standards 20 



team, and by others to offer trainings as soon as 21 



compliance software is reasonably complete.  22 



Gabel Associates will continue its effort to help 23 



implement and train people for the new Standards.  24 



  Finally, the Energy Commission must now 25 
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genuinely appreciate the fact that this delay is 1 



only a first step in getting the new Standards to 2 



function in the real world.  Equally important is 3 



for the CEC staff and contractors to cooperate 4 



with others and be flexible in addressing both 5 



critical software development factors and a 6 



feasible timeline for getting compliance software 7 



ready by July 1st.  Toward this end, the 8 



Commission needs a revised game plan that 9 



stakeholders outside the CEC staff also believe 10 



is feasible and likely to succeed. I urge that 11 



the Commission staff take seriously and consider 12 



carefully new suggestions on how to best provide 13 



Nonresidential Compliance Software in the next 14 



six months.  Some of these suggestions may not 15 



fit within the compliance software development 16 



plan that the CEC originally envisioned a few 17 



years ago, but in order to support the 18 



implementation of the new standards, all 19 



plausible ideas for completing and approving 20 



usable and fully functioning compliance software 21 



versions should be explored.  Thank you.  22 



  CHAIRMAN WEISENMILLER:  Thanks.  Pat 23 



Splitt.  24 



  MR. SPLITT:  Good morning, Commissioners 25 
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and everyone else.  I am Pat Splitt, Energy 1 



Consultant from App-Tech in Santa Cruz, and I 2 



basically support the delay of the Standards.  I 3 



think the six months is needed.  And one item I 4 



just want to refer to that I think should be 5 



taken care of in this six months is, at the last 6 



meeting I responded to a comment of support to 7 



other people for a promise or meeting the new 8 



Standards could be done by meeting an exceptional 9 



method, or exceptional design, and there was a 10 



legal interpretation that I believe was 11 



incorrect, and I now have the data in front of me 12 



and, for an exceptional design, the application 13 



that is required is four copies of signed 14 



application with the following materials: a copy 15 



of the plans, a statement explaining why meeting 16 



the energy budget cannot be demonstrated using 17 



the calculation method as it is, and 18 



documentation from the enforcement agency -- this 19 



is the Building Department -- for every one of 20 



these you need documentation from the Building 21 



Department stating that the energy budget 22 



requirements cannot be demonstrated using 23 



approved calculation method and the design 24 



complies with all other legal requirements.  That 25 











 



                                  CALIFORNIA REPORTING, LLC                                         21 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



means you have to have completed a complete set 1 



of plans and submitted it to them, and had the 2 



Building Department already approve it before I’d 3 



be eligible for applying for an exceptional 4 



design.  So this is totally unworkable.  A Cal 5 



Build isn’t going to want to have their people 6 



having to fill out these forms every time 7 



somebody has a question for the Energy 8 



Commission.  And as far as the exceptional 9 



method, that requires right now a $2,000 10 



application and a rulemaking.  So those aren’t 11 



going to work, but what I’m suggesting is there 12 



is a problem, but you don’t have a method set up 13 



that everybody knows about to solve it.  So I 14 



think somehow you have to come up with some sort 15 



of methodology that everybody knows about when 16 



they have a problem, that --  17 



  CHAIRMAN WEISENMILLER:  Okay, but again, 18 



right now we’re just dealing with delay, so if 19 



you want to deal with this issue further with the 20 



staff afterwards that would be great.  21 



  MR. SPLITT:  Okay.  That was it.  Other 22 



than that, I’m all in favor of it.  23 



  CHAIRMAN WEISENMILLER:  Okay, thanks.  24 



Okay, let’s go on to Mike Hodgson.  25 
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  MR. HODGSON:  Good morning, Chair 1 



Weisenmiller and Commissioners. I’m Mike Hodgson, 2 



President of ConSol.  And I’m here representing 3 



the California Building Industry Association as 4 



their Chair of their Energy Committee.  Bob 5 



Raymer, their Technical Director, is on vacation 6 



and sends his best wishes from Maui.   7 



  CBI would like to enter testimony of a 8 



support letter for the adoption of the revised 9 



effective date to July 1, 2014 for the 2013 10 



Standards.  I would like to read a few paragraphs 11 



of the letter of support and the signatures of 12 



the letter.  Signatures of the letter include the 13 



California Building Industry Association, the 14 



California Apartment Association, the 15 



International Council of Shopping Centers, the 16 



California Manufacturers and Technology 17 



Association, American Institute of Architects, 18 



California Chapter, the American Council of 19 



Engineering Companies of California, the National 20 



Association of Industrial and Office Properties, 21 



California Business Properties Association, the 22 



Building Owners and Managers of California (BOMA 23 



Cal), Retail Industry Leaders Association, Rural 24 



County Representatives, and the California 25 
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Chamber of Commerce.   1 



“On behalf of the organizations cited 2 



above, we would like to extend our strong 3 



support for the adoption of Agenda Item 5.  4 



Adoption of this item would establish a 5 



revised effective date of July 1, 2014, for 6 



the 2013 Building Energy Efficiency 7 



Standards.  Over the past few months, the 8 



CEC, industry and local government have come 9 



to realize several of the key compliance 10 



tools and data registries will not be fully 11 



functional by January 1, 2014, and lacking a 12 



delay in the effective date, the transition 13 



to the new standards will become extremely 14 



difficult and impossible for others.  15 



Allowing for an additional six months to 16 



identify and resolve issues with the 17 



performance compliance tools and to get the 18 



data registries up and running will 19 



significantly smooth the transitional path to 20 



these important energy saving standards.  21 



Industry looks forward to working with the 22 



CEC on the efforts in the coming months.  As 23 



a separate note, we would like to extend the 24 



special thanks to CEC staff members David 25 
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Ashuckian and Eurlyne Geiszler for their 1 



efforts in getting the early adopter program 2 



off the ground over the next few months.  The 3 



Building industry is moving into the 2013 4 



Standards with new projects and we need an 5 



avenue for compliance.  Many companies have 6 



shown an interest in moving forward and the 7 



new Standards ahead of the effective date so 8 



these compliance tools will need to be 9 



operational in the next few months.  We 10 



support the adoption of Item 5.”   11 



  Thank you for your time, and if I may 12 



answer any questions, I’m available.  13 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  14 



Let’s go on to Gene Thomas, Energy Ecology 15 



Action. 16 



  MR. THOMAS:  Thank you. I’m Gene Thomas, 17 



Senior Energy Analyst with Ecology Action, and 18 



we’re a nonprofit implementer of utility 19 



programs, about $30 million currently.  Since we 20 



began, we’ve delivered over 420 gigawatt hours 21 



and about 70 of savings and about 70 percent of 22 



that came from lighting retrofits.  We’ve also 23 



consulted extensively with CEC staff on the Title 24 



24 2013 language relating to lighting retrofits.   25 
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  So in brief, we agree that the current 1 



iteration of the compliance software doesn’t 2 



provide a sufficient feature set and that fact in 3 



itself warrants a six-month postponement.  But 4 



there are additional factors that we think are 5 



equally compelling that call for a delay in the 6 



implementation.  One of those is a shortage of 7 



certified acceptance testers.  We can count only 8 



about 200 individual statewide certified to 9 



perform acceptance testing, that’s far short of 10 



the 300 minimum set forth in the Code, which in 11 



itself is a deficient number, and this will 12 



bottleneck jobs and result in significant delays 13 



in increased cost.  Even if CEC temporarily 14 



allows noncertified contractors to do the testing 15 



and complete the forms, we believe many 16 



jurisdictions will not accept them because the 17 



forms specifically require documentation that 18 



verifies certification.  So moving the effective 19 



date to July 1 will enable many more contractors 20 



to get training and certification, and that will 21 



minimize jurisdictional and customer confusion 22 



and program disruption.   23 



  There is also a lack of jurisdiction 24 



readiness.  We’ve looked into and communicated 25 
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with a number of Building Departments and we’re 1 



not happy about their level of understanding of 2 



the new Code, especially regarding lighting 3 



retrofits.  This points to a significant need for 4 



more training for Building Departments and 5 



Inspectors.  Also, Building Departments aren’t 6 



staffed or prepared to handle the huge increase 7 



in permit applications, certainly tens of 8 



thousands annually, for all the lighting 9 



retrofits that didn’t previously require them.  10 



And as one of the previous people spoke to, 11 



there’s considerable uncertainty with the 12 



documentation requirements from one jurisdiction 13 



to the next.  For example, the plan reviewer 14 



might expect to be provided with documents 15 



outside of the scope of work of the retrofit 16 



project, like electrical line drawings, building 17 



plans –  18 



  CHAIRMAN WEISENMILLER:  We have your 19 



comments in writing.  Commissioner McAllister has 20 



a really hard stop, so I’m going to have keep 21 



moving people along.   22 



  MR. THOMAS:  Okay.  23 



  CHAIRMAN WEISENMILLER:  So if you want to 24 



wrap up right now?  25 
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  MR. THOMAS:  Yeah.  Another issue is how 1 



to avoid creating program black holes because of 2 



localities that use permitting as a revenue 3 



generator, and we’ve seen the example of a 4 



locality that their fees are actually greater 5 



than the cost of materials in the retrofit, and 6 



so we think the Commission should consider giving 7 



guidance to permitting jurisdictions to fast 8 



track lighting retrofit projects and set 9 



acceptable permitting cost parameters.   10 



  CHAIRMAN WEISENMILLER:  Okay, but again, 11 



we have a really hard stop, so thank you, we have 12 



your written comments, again, for everyone.  And 13 



if we could from now on just stay at two minutes, 14 



that would be good.  But again, the only issue is 15 



really delay today, not the substance of the 16 



standards.  So if you can keep your comments to 17 



that and keep it to two minutes that would be 18 



great.  So the next speaker is James Zhan, CCSF.   19 



  MR. ZHAN:  Good morning, Commissioners.  20 



My first time here.  My name is James Zhan.  I’m 21 



the Project Manager for the Department of 22 



Building Inspections, City and County of San 23 



Francisco.  My daily responsibility involves 24 



energy and mechanical Code Plan checks, so I’m 25 
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here to support the delay.  It will make it a lot 1 



easier for the Building community at large, as 2 



well as our staff Plan Reviewers and Inspectors, 3 



alike.   4 



  I personally recently organized a 5 



training for the Department, some 100 Building 6 



Inspectors, Plumbing Inspectors, Electrical 7 



Inspectors, and Housing Inspectors, on the 2013 8 



Code, and the feedback I’m getting is that it 9 



will be a tremendous help if you can delay the 10 



effective date by six months so we can get the 11 



staff better prepared, not to mention the better 12 



readiness of the software on the Code.   13 



  CHAIRMAN WEISEMILLER:  Okay, thank you.  14 



Erik Emblem, Joint Committee.   15 



  MR. EMBLEM:  Good morning, Commissioners.  16 



My name is Erik Emblem, I’m with the Joint 17 



Committee on Energy and Environmental Policy.  18 



And I’ll keep it very short.  But I’m here to 19 



pose the delay and just make a couple 20 



considerations on the rationale to oppose.   21 



  This is a huge document that a lot of 22 



people put a lot of time in developing, and it is 23 



put together in congruency with other State 24 



Plans, specifically the Long Term Action Plan.  25 
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And by moving things six months, it’s actually 1 



like hitting a piece of a mobile, you’re putting 2 



everything else out of balance.  We’ve already 3 



begun carbon auctions on AB 32, we’ve already 4 



begun processes for allocations of carbon auction 5 



proceeds to help mitigate environmental impacts 6 



of carbon into the air, and a big component of 7 



reaching those goals are these Energy Efficiency 8 



Standards.   9 



  And I would like to suggest that maybe 10 



instead of a full implementation, that you 11 



consider a partial implementation.  I understand 12 



that you have some needs to do on the modeling 13 



software, but perhaps rolling out the 14 



prescriptive portion of the Code on January 1st 15 



might be advisable, that would get people kind of 16 



starting to ramp up.  And I know that there’s 17 



been a lot of work going on the compliance side, 18 



I know the Utilities have been working hard.  I 19 



serve on a couple of committees, one with the 20 



Western HVAC Performance Alliance, and also with 21 



the Code CIAG, Improvement Action Group, and this 22 



is important that we get the thing moving.  And 23 



maybe instead of having a full force all at one 24 



time, we can look at this thing as kind of a 25 
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phase-in approach.  Just my thoughts.  Thank you.  1 



  CHAIRMAN WEISENMILLER:  Thanks for being 2 



here.  Tom Enslow.   3 



  MR. ENSLOW:  Good morning, Commissioners.  4 



Tom Enslow with the law firm Adams, Broadwell, 5 



Joseph and Cardozo, here today on behalf of 6 



NEMIC, National Energy Management Institute 7 



Committee.  NEMIC is a Program Administrator for 8 



TAB, which is one of the entities designated 9 



under the 2013 Energy Code to become a Mechanical 10 



Acceptance Test Technician Certification 11 



provider.   12 



  Organizations like NEMIC and TAB and the 13 



contractors and workers that they certify have 14 



put tremendous resources and time gearing up for 15 



the January 1, 2013 implementation date.  And 16 



delaying the Code six months, it’s important to 17 



keep in mind that you’re also delaying the 18 



opportunity to recoup the investments of the very 19 



organizations that you depend upon to implement 20 



the Code.  This is money and jobs that would be 21 



lost and not recovered, as well as energy savings 22 



that would be lost and not recovered.  So if 23 



there is a way to implement part of the Code 24 



sooner, we would urge the Commission to take that 25 
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path.  1 



  We’d like to acknowledge, however, that 2 



the Commission is in a tough spot here and is 3 



going to have to make a decision that’s going to 4 



make a lot of people unhappy no matter which way 5 



they go.  And we have full faith the Commission 6 



is going to not take this decision lightly and to 7 



take the path that they feel is best for the 8 



State of California.  And so however the 9 



Commission decides, you know, we stand behind 10 



them and we will continue to provide our support 11 



in implementing this Code.  Thank you.  12 



  CHAIRMAN WEISEMMILLER:  Thank you.  Thank 13 



you very much for being here.  Tom Garcia, CALBO.  14 



  MR. GARCIA:  Good morning, Commissioners 15 



and Chair.  My name is Tom Garcia.  I’m 16 



representing CALBO, I’m the Chair of the CALBO 17 



Energy Committee, and we are in support of moving 18 



the Standards off six months.  While we have been 19 



staunch supporters of a January 1st implementation 20 



to match up with all of the other Codes, we 21 



understand that this situation that we’re in 22 



really isn’t workable for the contractors and 23 



designers and so forth.  One of the things that 24 



has been a concern of CALBO on and on is bringing 25 
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the Energy Code in with the other Codes so that 1 



it streamlines and feels like it’s just as 2 



important as all the other Codes.  And energy 3 



savings is important to CALBO, but we need to 4 



reduce confusion, and unfortunately this even 5 



moving the Standards off to July will add 6 



confusion and it makes it harder for us to 7 



enforce the Standards when everybody doesn’t 8 



understand what’s happening, so we would just ask 9 



that, in this six months, you spend all the time 10 



you can looking at ways to make it very clear for 11 



Building Departments and Contractors what needs 12 



to be done if you have alternative methods of 13 



doing things, somehow give out very clear 14 



guidance as to what those methods are.   15 



  And also look at the forms.  One of the 16 



things that we’ve always been concerned about is 17 



making the forms clear and reducing the number of 18 



forms.  So CALBO is again in support of moving 19 



the Standards and, again, thanks to all of the 20 



staff for their hard effort, I know this has been 21 



a big lift and it’s unfortunate that we haven’t 22 



been able to make it.  Thank you.   23 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 24 



go to Russ King.   25 
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  MR. KING:  Commissioners, my name is Russ 1 



King, I’m here on behalf of CABEC Board of 2 



Directors, of which I am a member.  I’d like to 3 



read part of a letter to be put into the record 4 



regarding the postponement of the effective date.   5 



  CHAIRMAN WEISENMILLER:  Well, again, if 6 



we have it in the record, we don’t need to read 7 



it in.  You could certainly summarize it.  8 



  MR. KING:  It hasn’t been submitted yet.  9 



  CHAIRMAN WEISENMILLER:  Okay.  Well, put 10 



it in, yeah.  Great.  11 



  MR. KING:  “CABEC, the California 12 



Association of Building Energy Consultants is a 13 



400-member organization that was formed in 1986 14 



to educate and certify consultants who work with 15 



the Building Energy Efficiency Standards.  By a 16 



majority vote, the Board of Directors of CABEC 17 



supports the proposed change in the effective 18 



date of the 2013 Standards from January 1st to 19 



July 1st, 2014.  This six-month delay is essential 20 



to address serious problems in the public domain, 21 



residential and non-residential software.”  22 



That’s it.   23 



  CHAIRMAN WEISENMILLER:  Thank you.  Meg 24 



Waltner.  A pleasure to see you here today.   25 
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  MS. WALTNER:  Meg Waltner with the 1 



Natural Resources Defense Council.  We’re here to 2 



express our disappointment in the delay, but not 3 



to oppose it.  We appreciate the CEC staff’s hard 4 



work getting the compliance software ready and 5 



understand that the delay is necessary given the 6 



state of the compliance software and the need to 7 



train the industry on the new development tools.  8 



As we all know, Title 24 2013 Standards have 9 



significant benefits, including the need to build 10 



six large power plants, Southern California 11 



spends billions on their energy bills, and 12 



preventing the emission of several million tons 13 



of carbon dioxide.  Smooth and successful 14 



implementation of the 2013 Standards is critical 15 



to their effectiveness and to achieving these 16 



benefits, and that’s why we’re here today not 17 



opposing the delay.  We would like to point on 18 



that this delay is not insignificant.  Looking 19 



back at the first six months of this year, 20 



building permits were authorized for over 18,000 21 



homes and 24,000 multi-family buildings.  22 



Assuming construction rates stay the same this 23 



coming year, this means over 40,000 residential 24 



buildings that will be allowed to use 14 to 25 25 
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percent more energy than they would have under 1 



the new Standards.   2 



  We’re also disappointed that the delay of 3 



the 2013 Standards is putting off stakeholder 4 



engagement on the 2016 Standards, and we urge the 5 



CEC not to let this delay go beyond July 2013, 6 



and not to push back work on the 2016 Standards, 7 



or to interfere with the achievement of the 8 



potential energy savings in both residential and 9 



nonresidential buildings in the next update of 10 



the Code.  Thank you.  11 



  CHAIRMAN WEISENMILLER:  Thank you.  Gary 12 



Andis, TAB.   13 



  MR. ANDIS:  Thank you.  Gary Andis 14 



representing Testing Adjusting and Balancing 15 



Bureau.  TAB would like to take this opportunity 16 



to express the support to the Commission 17 



Department staff that has been working with us 18 



during the development of this program.  We do 19 



understand that there will be occasional bumps in 20 



the road as we go forward and completing this 21 



program development.   22 



  In order to maintain this program’s 23 



progressive movement forward, all parties 24 



involved, we need to work on implementing 25 
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communication during the ongoing development 1 



process and that goes both internally and 2 



externally.  TAB is requesting the CEC to 3 



implement a plan of enforcement for this program 4 



to successfully serve the citizens of the United 5 



States or the citizens of the State of 6 



California, it would clearly define requirements 7 



and procedure guidelines –  8 



  CHAIRMAN WEISENMILLER:  Okay, but again, 9 



today we’re just looking at delay.  We’re 10 



certainly happy if you have anything in writing 11 



to submit on enforcement and compliance.   12 



  MR. ANDIS:  We do.  13 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  14 



Anything else on delay?  15 



  MR. ANDIS:  No, we’re just going to go 16 



forward and see what we can do, but we really 17 



hope that the communications open up some more so 18 



we can get a clear understanding of what’s going 19 



on.  20 



  CHAIRMAN WEISENMILLER:  Okay, no, that’s 21 



great.  Thank you for being here.  Tom Meyer from 22 



NEBB.   23 



  MR. MEYER:  Good morning.  My name is Tom 24 



Meyer.  I’m the Director of Technical Programs 25 
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for the National Environmental Balancing Bureau, 1 



also known as NEBB.  We’re working with TAB and 2 



the CEC to get the program going, as you probably 3 



understand.  Thank you for the opportunity for 4 



NEBB to voice our thoughts and concerns regarding 5 



revising the effective date of the 2013 Building 6 



Energy Efficiency Standards.  7 



  Our concerns lie not with the proposed 8 



change of the effective date, but more so that we 9 



were unaware of its consideration.  We were not 10 



privy to the circumstances surrounding the need 11 



for the extension, so we cannot address them 12 



directly.  We do believe this apparently 13 



unavoidable delay will erode industry confidence 14 



in the program.  We have nothing but praise and 15 



compliments for the CEC staff in the Enforcement 16 



and Implementation Divisions.  Unfortunately, we 17 



feel the CEC staff and those organizations 18 



working to develop the implementation have been 19 



put into a position where more delays will occur 20 



if communication is not improved between the 21 



departments within the CEC and the developmental 22 



organizations.  We believe three things must be 23 



present for Title 24 Mechanical Exceptions 24 



Testing to obtain the outcome that we’re all 25 
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working for:  Continuity, Communication and 1 



Confidence.  Continuity occurs when we are 2 



consistent with our timeline, our message, and 3 



our people.  Delays will occur.  All of us are 4 



aware of the reality of things.  The idea is not 5 



to make the delays self-inflicted through poor 6 



communication and coordination.  This is when 7 



confidence is lost.  Confidence lost by the 8 



Contractors we are encouraging to go through the 9 



Certificate process, confidence lost by those 10 



organizations investing tens of thousands of 11 



dollars, hundreds of hours, and irreplaceable 12 



opportunity costs to support the CEC and this 13 



very appropriate program.  When considering 14 



modification of the timeline, please evaluate the 15 



cause of the delay and the effect revising the 16 



timeline.  Consider: as things stand now, there’s 17 



potential for additional delays.  Again, consider 18 



the need for continuity, communication and 19 



confidence.  I am available for any questions 20 



that you may have.  21 



  CHAIRMAN WEISENMILLER:  Okay, thank you.   22 



  MR. MEYER:  Thank you for your time.   23 



  COMMISSIONER MCALLISTER:  So thank you 24 



very much.  I unfortunately, for reasons that are 25 
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very much beyond my control, I do have to step 1 



out prior to 11:00, and you know, I think 2 



everybody in the room, certainly staff and many 3 



of you who have been here at previous meetings 4 



where we’ve talked a lot about these standards, 5 



understand my level of ownership, and feeling of 6 



how important these are.  So, you know, your 7 



comments up to now have been very much taken to 8 



heart and reflect my feelings, as well.  9 



  You know, I do believe this is an 10 



unavoidable step.  I think that to the extent 11 



that there are tradeoffs between getting it done 12 



in a timely fashion and getting it done right, 13 



with quality and with stakeholder buy-in, this is 14 



something that I believe we have to do so that we 15 



get the quality right, so that we get the 16 



clarity, many of the things that have been 17 



brought up thus far, and I reckon will be brought 18 



up as we round out the comments, which there are 19 



several left.   20 



  So I think all of us are disappointed in 21 



different ways with this, but nobody would have 22 



chosen to have a delay; but I think we have to 23 



look at where we are and understand and recognize 24 



that this has been a very large lift with respect 25 
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to developing new software, the vision behind 1 



this compliance, the Alternative Compliance 2 



Mechanism (ACM) for both residential and nonres, 3 



is sound.  And it’s going to serve the Commission 4 



and the State very well going forward for the 5 



long term, that’s my belief, and that’s why I 6 



fully support this change.   7 



  I think long term, having it be open 8 



source, and having it be kind of a more 9 



accessible and yet modern sort of up-to-date 10 



approach for doing this is the recipe for success 11 



and meeting our longer term goals that we have in 12 



the state.  So we have big goals for 2020 -- 2016 13 



certainly is a milestone on that path, big goals 14 



for 2020 and beyond 2030, and 2050.   15 



  So what I believe we’re doing here is 16 



sort of paving the road forward for the long 17 



term.  In that respect, while I don’t want to 18 



minimize the timeframe, six months, in that 19 



respect six months begins to not look quite so 20 



dire as far as foregoing a little bit of savings 21 



in the near term so that we can get it right in 22 



the long term.  It is a big lift and I have to 23 



commend staff, Martha and the team, Christine, 24 



Eurlyne, in Dave’s Division, the Efficiency 25 
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Division, for the incredible lifts that they’re 1 



doing daily.  I mean, I see you guys losing sleep 2 



and I know how much you also take this to heart.  3 



But the fact is, it’s a team effort, and so I 4 



would implore the stakeholders and a couple of 5 



you -- I think Mike Gabel and a couple of others 6 



indicated –- that you are willing to really roll 7 



up your sleeves and test and provide feedback and 8 



get involved in developing this thing.  You’re in 9 



the marketplace and we need that feedback 10 



directly from the marketplace.   11 



  So I think the path forward to really get 12 



it done in a timely fashion by July 1, having 13 



done the marketplace education, the outreach to 14 



the Building Departments, and getting it ready 15 



for prime time so that, when it’s required, 16 



people know what the heck they’re supposed to do, 17 



really is a team effort beyond the Commission, it 18 



really is interaction with the marketplace, the 19 



stakeholders, the agencies on the acceptance 20 



testing, and bringing those ecosystems altogether 21 



so we’re on the same page.   22 



  And the reason we’re in this position is 23 



because that is a lot of work and for I think a 24 



number of reasons we could articulate, you know, 25 
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it just has taken longer than we had anticipated.  1 



When we get to the point where some of our key 2 



stakeholders are really feeling that they don’t 3 



have alternatives that are workable, we have to 4 



put this on the table, so this is certainly not 5 



meant to be any sort of precedent setting, but it 6 



is an acknowledgement, I think, of the fact that 7 



this particular cycle is quite a large lift.  So 8 



you know, process improvement going forward I 9 



think is important and we should define ways 10 



that, when we then do the next iteration we have 11 



the communication channels and the feedback that 12 



is happening in real time as things move forward, 13 



rather than sort of after the Commission has sort 14 



of circled the wagons to get the heavy lifting 15 



going.   16 



  So I think those process improvements, we 17 



need to lay those out much more intentionally 18 



going forward.  And so I would suggest agreement 19 



with some of the comments today.  But I won’t get 20 



to hear the rest of the comments, I will 21 



certainly review them later on, and I believe 22 



that the vote will be kept open so that I can 23 



actually vote on this item -- so anyway, thanks 24 



for indulging me here in the middle, I know this 25 
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is a little bit out of the ordinary, but I do 1 



have something I have to go do and I’ll be back 2 



here for the rest of the Business Meeting after 3 



lunch.  So thanks very much.   4 



  CHAIRMAN WEISENMILLER:  Okay, so back to 5 



the list again.  Let’s try to stay at two minutes 6 



and, again, try to stay focused on the delay.  7 



I’m certainly happy to have communications on the 8 



process improvements, but certainly we will read 9 



your stuff in writing.  Okay, Mike Bachand, 10 



CalCERTS.   11 



  MR. BACHAND:  Good morning, 12 



Commissioners, Executive Director Oglesby.  My 13 



name is Mike Bachand, I’m the President of 14 



CalCERTS, a HERS provider.  I fully support the 15 



Commission in their work and what they’ve done.  16 



We’ve been working very hard with staff and will 17 



continue to do so regardless of the outcome of 18 



this particular proceeding, so we want that known 19 



upfront.   20 



  I’m not sure why we are not able to parse 21 



out the proscriptive piece of this.  We think 22 



that the benefits for doing that would be to 23 



involve the Building Departments earlier on with 24 



a simpler process that we’re ready to do, that 25 
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would be an easier learning curve for the more 1 



complicated new construction process that 2 



probably does need to be delayed – reassigned to 3 



July.  I guess “delayed” is not the correct legal 4 



term to use.  Okay, so –  5 



  CHAIRMAN WEISENMILLER:  Revising the 6 



effective date.  7 



  MR. BACHAND:  Thank you.  And so I see a 8 



lot of lawyers, and Commissioner Douglas, too, so 9 



-– the other thing is that this would involve, 10 



and we know we’re losing some benefits here, it 11 



would get the Climate Zones 3 through 7 that have 12 



not been on the prescriptive package yet, it 13 



would help them begin to get into the process a 14 



little sooner, so we still are proposing that if 15 



it can be done and there are maybe legal issues 16 



and so forth, parsing out the proscriptive part 17 



for alterations to existing homes, residential, 18 



to allow that to proceed on January 1st.  Thank 19 



you very much.  20 



  CHAIRMAN WEISENMILLER:  Thank you.  Ted 21 



Tiffany.  22 



  MR. TIFFANY:  Thank you, Commissioners.  Ted 23 



Tiffany, Guttmann+Blaevoet+Consulting+Engineers,  24 



also part time teacher at Sonoma State University 25 
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specific to Energy Code Compliance.  I want to 1 



thank everybody’s efforts in the last couple 2 



months and the engagement with the staff.  I am 3 



in favor of this delay.  I’m working with AEC on 4 



the software applications, beta testing that, and 5 



I’m also working with the commercial vendors, and 6 



I will continue to support the CEC staff and the 7 



software vendors to improve the situation we’re 8 



in.  I wanted to apologize to Mr. McAllister 9 



about the ObamaCare reference, but I want to make 10 



sure that you guys understand that good software 11 



user engagement and that level of participation 12 



is key to a smooth rollout.   13 



  I want to use the rest of my time to 14 



really address the parsing out the mandatory and 15 



proscriptive elements out of the Performance 16 



Code.  We’ve done a lot of work with U.C. and a 17 



number of other elements to look at how we 18 



implement only a proscriptive application, and in 19 



terms of mechanical and lighting and proscriptive 20 



may be easy, the architectural proscriptive 21 



elements are very very challenging and the 22 



proscriptive applications are nearly obsolete in 23 



high performance buildings.  For the glazing 24 



requirements alone, there’s no allowed tradeoff 25 
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in the proscriptive method from the glazing 1 



requirements to the wall systems, so you can’t 2 



take a credit from a wall system to a window 3 



glazing system, except through the performance 4 



approach.  And in the performance approach right 5 



now, we can’t do an envelope only calculation in 6 



the tools, that’s one thing we need to get 7 



developed, and I’m working with staff to help 8 



develop that.   9 



  The glazing requirements for Lake Tahoe, 10 



a solar heat gain coefficient of .25 required, 11 



would actually drive up energy use in that 12 



climate, so the proscriptive approach is 13 



functionally obsolete for architectural systems 14 



in Climate Zone 16 and throughout the Bay Area 15 



we’ve proven that level of glass is not helpful 16 



to energy use in the Bay Area.  That’s been true 17 



over the last 10-15 years of the Standards.  So 18 



please do not consider parsing out proscriptive 19 



and mandatory, it needs to go as one element.  20 



And we need to have functional performance 21 



software to apply the performance applications.  22 



Thank you for your time.  23 



  CHAIRMAN WEISENMILLER:  Thank you.  I had 24 



said Bottle Rock at 11:00, but what I’m going to 25 
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do is keep this open and go through it, so those 1 



many of you who are here for this item, so we 2 



will transition to Bottle Rock after we go 3 



through this.   4 



  Okay, Kevin Gilleran.   5 



  MR. GILLERAN:  Good morning.  My name is 6 



Kevin Gilleran.  I’m the principal of Gilleran 7 



Energy Management, which has a staff of nine 8 



people who on a daily basis work with the Energy 9 



Code on implementation through various Building 10 



Code requirements, tax credit programs, LEED 11 



programs, etc.  And what I’d like to do is state 12 



that I am supportive of the revising of the 13 



effective date for the Energy Code.   14 



  I have to echo some of the other 15 



speakers, our disappointment that this may be 16 



happening, but I think it is vital that we have a 17 



smooth transition to the new Energy Code as it 18 



is.  If we have perfect implementation of 19 



software and hardware and building codes and 20 



trainings, there’s going to be massive changes in 21 



the industry because of this.  If we have an 22 



imperfect implementation, it’s just going to be 23 



further chaos.  So I’m looking forward to seeing 24 



as smooth of a transition as possible to the 2013 25 
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Energy Code.  And to be honest with you, it could 1 



have a significant impact for myself and my staff 2 



in an economic way if implementation were to 3 



occur in January because of the inability to 4 



actually do work in the commercial building 5 



environment.  So thank you very much for your 6 



time, look forward to hopefully hearing a new 7 



effective date.  Have a great day.  8 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  9 



George Nesbitt.  10 



  MR. NESBITT:  George Nesbitt, HERS Rater.  11 



I oppose the delay for many of the reasons that 12 



have already been stated, as well as we’ve got 13 



utility programs that, you know, they’re planning 14 



their cycle based on the 2013 Code.  We have 15 



local jurisdictions that have already repealed 16 



Green Building Ordinances based on the 2008 Code, 17 



some have adopted already based on the 2013, plus 18 



six months from now we’re going to have the same 19 



issue, implementation problems, enforcement 20 



problems.  In 27 years as a contractor, the 21 



Energy Code has been virtually irrelevant and 22 



unenforced in my practice.  And when it is, it’s 23 



often wrong.  So in six months, we’re going to 24 



have these same issues.   25 
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  We’ve had a year and a half since it’s 1 



been adopted, plus we had over a year before that 2 



to substantially know what was coming.  There has 3 



been plenty of time to roll out training 4 



certifications and whatnot.  The software is a 5 



real issue and we bit off more than we could chew 6 



because this is a difficult thing, and it is the 7 



right thing to do.  What I think we could do is 8 



implement the 2013 Code, but allow the 9 



performance path to be done with 2008 software, 10 



with a percentage above minimum being Code as a 11 



middle path because, in six months, even though 12 



the residential software is further along, you 13 



know, it still won’t be quite 100 percent.  So 14 



the delay in the last minute is not good and it 15 



doesn’t help. 16 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  17 



Okay, the next group is a little confusing, but I 18 



have a couple gentlemen in the room from HRI and 19 



Mitsubishi.   20 



  MR. DOPPEL:  Good morning, Commissioners.  21 



Paul Doppel, and I am with Mitsubishi Electric, 22 



and the HRI reference is because I’m a Products 23 



Section Chair there for the section that 24 



represents Variable Refrigerant Flow, or VRF 25 
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Systems.  And my comments today carry the full 1 



support of HRI and --  2 



  CHAIRMAN WEISENMILLER:  Yeah, they’re on 3 



the phone, so they will come up later, so I just 4 



want to clarify that part.   5 



  MR. DOPPEL:  Well, they know I’m here.  I 6 



promise they know I’m here, so….  But we want to 7 



express our support of the delay.  We are 8 



regretful that we have to do this delay.  VRF 9 



systems are highly effective and one of the 10 



things that makes them very effective is the fact 11 



that you can have multiple indoor units, up to 50 12 



per indoor system, so that gives you the 13 



capability of being very efficient all year.  14 



What we want to do is talk about an 15 



interpretation of the Code that’s going to cost 16 



more and cost more energy possibly than it is 17 



going to save, and that is the application of VRF 18 



systems to economizers.  And Mr. Oglesby has 19 



agreed to meet with us, and we appreciate the 20 



Commission’s opportunity to do that, and again, 21 



we are very interested in saving energy, we want 22 



to support this, but we also want to make sure 23 



there’s a clear interpretation of what the 24 



Commission says.  So, thank you.  25 
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  CHAIRMAN WEISENMILLER:  Thank you, that’s 1 



great.  I certainly encourage you to meet with 2 



staff to try to work through the interpretation 3 



questions.  We have Mr. Hinokuma, please.   4 



  MR. HINOKUMA:  Good morning.  I am Ryohei 5 



Hinokuma from Daikin.  And Daikin is HVAC 6 



Manufacturer and produces Variable Refrigerant 7 



Flow systems like Mitsubishi does.  Given the 8 



Chairman’s request to limit our comments to the 9 



delay of the implementation, I would simply say 10 



that Daikin is here to support the comment just 11 



made by Mr. Paul Doppel of Mitsubishi on behalf 12 



of HRI, to speak for myself.  Thank you very 13 



much.    14 



  CHAIRMAN WEISENMILLER:  Thank you.  Thank 15 



you for being here.  Now we have -- I believe 16 



everyone in the room has spoken, and so we have 17 



two parties on the phone.  Let’s start with Karim 18 



Amrane from AHRI.   19 



  UNIDENTIFIED SPEAKER:  He has 20 



disconnected, sir.   21 



  CHAIRMAN WEISENMILLER:  Okay, that 22 



clarifies the confusion on that.  So Martin 23 



Kleinbard, an electrical contractor.  24 



  MR. KLEINBARD:  Good morning.  Martin 25 
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Kleinbard, Electrical Contractor to the Eastern 1 



Sierras.  In reviewing all the comments, I’m kind 2 



of -- obviously there’s a need to delay the 3 



implementation of the Code, but I do wish to 4 



comment because I’m a little saddened and I would 5 



like it to be on schedule for the reasons that 6 



many have stated as it just presents a little 7 



more chaos in implementation in the future.   8 



  I too know that enforcement has been a 9 



great problem in the past, however, as a 10 



contractor, there’s quite a bit of lack of 11 



availability of training for the AT acceptance 12 



testing technicians given by either utility 13 



companies or colleges, or whatever.  A lot of the 14 



classes are in the major city centers, and we’re 15 



in a rural area and there’s not much available on 16 



the Internet, and I’m sure we’re not alone.  I 17 



know that, by the way the structure was set up 18 



for the acceptance testing and technicians was to 19 



allow any contractor in the proper fields to be 20 



party of the acceptance testing and not to have 21 



it be an exclusive and private industry to where 22 



if this delay was not implemented, you would 23 



allow for possible extortion rates and whatnot 24 



upon project owners to get things tested and 25 
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comply.  So on the basis of that, if there was 1 



any way to continue with the current date and not 2 



do the delay, but allow people who are in current 3 



training or signed up to be testing to continue 4 



to sign forms as they would have normally done in 5 



the past, I would be in support of that.  To 6 



further delay, I think, is just another thorn in 7 



the side of people accepting the Energy Code and 8 



the enforcement from the local jurisdictions.  I 9 



guess that’s the gist of my comments.   10 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  11 



And certainly on the training, I would encourage 12 



you to talk to staff and the Utilities on making 13 



sure there’s a suite of options for you.   14 



  Staff, do you have any responses to the 15 



comments we’ve heard?   16 



  MS. BROOK:  This is Martha Brook from the 17 



Standards Development Office.  I think that we’re 18 



very supportive of the comments, I think we do 19 



want to work with the industry to make sure they 20 



have the training necessary to understand the 21 



stringency increases in the Standards.  And I 22 



guess some of the comments that I heard in 23 



regards to the problems with the proscriptive 24 



requirements, I would really encourage the 25 
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industry to participate in our rulemaking process 1 



so that we understand much much earlier than 2 



today that there’s problems with our proscriptive 3 



requirements.  So we really do depend on the 4 



industry to participate in our public process 5 



during a rulemaking to identify issues with our 6 



proscriptive requirements.  And it’s way too late 7 



now to do anything about those problems until we 8 



open up another rulemaking.  So I would again 9 



just encourage people to participate with us and 10 



identify problems early in the rulemaking process 11 



so that we can then have the time and opportunity 12 



to address them and to correct them if they are 13 



really problematic.  14 



  I think that we do have a plan and 15 



schedule in place to get stakeholder involvement 16 



and review and training of our software.  I would 17 



say for the record that it is available now for 18 



learning the tool and to really educate the 19 



industry on the fundamental change in the public 20 



domain compliance software.  So I really 21 



encourage people to work with us now and not wait 22 



for three or six months before they start to 23 



learn the software.  It is available now for 24 



download and, as Christine said in her 25 
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presentation, we have new versions of the 1 



software for your consideration today.   2 



  CHAIRMAN WEISENMILLER:  Thank you.  Okay, 3 



so we have the gentleman from AHRI on the line, 4 



so please go forward.  Okay, while we’re waiting, 5 



I would note that we did receive a handout from 6 



Mitsubishi which everyone on the dais now has and 7 



that will be docketed.   8 



  MR. AMRANE:  This is Karim Amrane.  Do 9 



you hear me?  10 



  CHAIRMAN WEISENMILLER:  Yes, we do.  11 



Please go ahead.  12 



  MR. AMRANE:  Okay.  Oh, thank you.  Good 13 



morning, my name is Karim Amrane and I’m with the 14 



Air-Conditioning, Heating and Refrigeration 15 



Institute, AHRI.  AHRI is a trade association 16 



representing manufacturers of heating and air-17 



conditioning and refrigeration equipment.  And 18 



I’m here to speak in support of at this time 19 



delaying the implementation of the effective 20 



date. AHRI has independently contacted the CEC 21 



and requested some extension to give 22 



manufacturers more time to comply with one 23 



section of the Code, which had to do with full 24 



detection diagnostics on economizers.  And so we 25 
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welcome, really, the term extension.  However, we 1 



would like also to bring up another issue that I 2 



know it’s not the purpose of these proceedings 3 



today, but we would like at least the staff to be 4 



aware that there is an issue with the economizer 5 



requirements on variable refrigerant flow 6 



systems, and we will be contacting the CEC staff 7 



to raise this issue because we believe it’s very 8 



important.  Thank you very much.  9 



  CHAIRMAN WEISENMILLER:   Thank you.  10 



Okay, Commissioners, let’s start talking about 11 



Item 5.   12 



  COMMISSIONER DOUGLAS:  Well, I have a few 13 



comments on Item 5.  I, like Commissioner 14 



McAllister, appreciate the turnout today and 15 



appreciate the thoughtful comments that we’ve 16 



gotten from our stakeholders on this item.  It is 17 



disappointing to be in a position of having to 18 



consider putting off the effective date of the 19 



Building Standards.  And I also agree with 20 



commenters who said that it is disruptive in the 21 



sense that the Standards are connected with other 22 



processes.  And so it’s going to be a 23 



communications challenge, it’s going to be 24 



implementation challenge, and it’s going to be a 25 
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cost in terms of foregone savings of energy 1 



because the Standards are going to be in effect 2 



later.   3 



  And in spite of all of that, you know, 4 



it’s very clear to me that we’re at a place where 5 



deferring the Standards until July is the right 6 



thing to do for purposes of ensuring that we have 7 



the compliance tools that are necessary for the 8 



industry.  So I am going to support this item.  9 



  I do want to say that, and I think one or 10 



two speakers brought this up, you know, I really 11 



do not want to be back here in July with half 12 



this room arguing that, you know, they still 13 



don’t have what they need, or maybe don’t, and so 14 



I really want to ask staff and stakeholders to 15 



work proactively not only to get the work done on 16 



the compliance software, but also to help set and 17 



meet and communicate expectations as to what our 18 



role is and what we are going to get out and make 19 



available, and what we view as the responsibility 20 



of the industry to build their knowledge of the 21 



tools that are currently out, and to be in a 22 



position to quickly implement, and to have a 23 



reasonable set of tools, but yet potentially not 24 



everything that everyone might want.  And I say 25 
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that because I think in areas like this, we could 1 



conceivably create a performance tool for all 2 



sorts of things.  But what I’m really looking for 3 



is what is the basic set of tools or the basic 4 



package that we need in order to meet the 5 



deadline and have the standards be effective in 6 



July.  And so I think that, as much as anything, 7 



it’s going to involve communication and working 8 



together and commitment from stakeholders, as 9 



well as commitment from staff so that we can meet 10 



our July goal and be on the same page.  I think 11 



that’s generally what I wanted to say.  I think 12 



that this is difficult, but doable, it’s a 13 



difficult decision for us to delay implementation 14 



of the standards and not one that’s taken lightly 15 



as I think other stakeholders mentioned.  So I 16 



appreciate the support and the hard work of 17 



everybody that has helped us get to this point, 18 



and I’ll look forward to hearing comments from my 19 



colleagues, as well.  20 



  COMMISSIONER HOCHSCHILD:  So my daughter 21 



is just at the age where she’s starting to do 22 



homework and she’s always trying to get it done 23 



quickly, I’m trying to get her to do it well; the 24 



goal is to do both, but it’s more important to do 25 
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it well than do it quickly, and I think that’s 1 



what applies here and I think this is the right 2 



step, so I support Commissioner McAllister’s 3 



recommendation.  4 



  COMMISSIONER SCOTT:  And I would just 5 



like to add I’d like to echo Commissioner 6 



Douglas’s comments on appreciating the good 7 



turnout and the thoughtful comments, and that 8 



we’ve got a process here at the Commission that 9 



allows for such.  As the public member, I am 10 



really happy to hear that we’ve had touch points 11 



for stakeholder engagement all through the 12 



process, both we’ve had it so far and we’re going 13 



to have it ongoing, and so I heard a lot about 14 



opportunities for trainings, continued meetings 15 



with staff, meetings with our Executive Director, 16 



meeting with the Commissioners, and so I just 17 



appreciate that we’ve got that as part of this 18 



process here.   19 



  CHAIRMAN WEISENMILLER:  Well, as the 20 



scientist on the Commission, I would say that, 21 



and I think all of you heard me initially say 22 



that, if anything, I would have liked to have 23 



moved the Standards up in time, as opposed to 24 



back in time, but as a scientist, I do have to 25 
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deal with reality and sort of what the actual 1 



situation is, and I think we’re all faced with a 2 



situation where we’re taking a big step with 3 



these Standards, you know, it’s the biggest 4 



decrease we’ve ever done, and certainly we’ve 5 



added a number of other heavy lifts, and 6 



certainly appreciate the staff has given it their 7 



best efforts and sort of done the work activities 8 



to pull this off, and we didn’t quite get there.  9 



And I think in terms of recognition of the 10 



implications of this, you know, I think our 11 



California economy is just sputtering back in the 12 



new construction area and that we do have to take 13 



this difficult decision.     14 



  Now, all of us are very obviously focused 15 



on greenhouse gas issues, climate change, and 16 



trying to deal with that reality.  But, I mean, 17 



again, it’s not a single action, it’s not a 18 



single day, it’s not what we do in the next six 19 



months, it’s what we do with the rest of our 20 



lives.  And so certainly we will be between now 21 



and 2020, we will go through this a couple more 22 



times.  And between now and 2030, we’re going to 23 



go through it a lot more times.  And as we go 24 



forward, we’re going to keep going until we get 25 
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it right.  And certainly, I ask all of you to 1 



help us, work together with us, certainly we’ve 2 



had for almost 40 years a relationship with the 3 



building community, certainly this is going to go 4 



on for another 40 years.  And as with any 5 



relationship, we all have to work at it and we 6 



all have to work at communication.  So certainly 7 



I encourage all of you to work together with us 8 



to get this right.   9 



  Obviously, you know, I think all of us 10 



when we wake up in the morning, we look at our 11 



iPhone and discover some app has just been 12 



updated; this software will be updated over time, 13 



and as Commissioner Douglas said, it’s important 14 



that we get the key features that you need, not 15 



necessarily the ones you want, but the ones you 16 



need in place for the successful launch.  But I 17 



think it’s, you know, I’m sorry about the step 18 



we’re taking, but again, we have to do this.  So, 19 



again, I appreciate your being here to talk to us 20 



about the issues and, again, encourage you to 21 



continue that communication.   22 



  COMMISSIONER DOUGLAS:  If there are no 23 



other comments, I move Item 5.  24 



  COMMISSIONER SCOTT:  Second.  25 
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  MR. LEVY:  Commissioners, could we move 1 



adoption of the Resolution for Item 5?   2 



  COMMISSIONER DOUGLAS:  I move adoption of 3 



the Resolution for Item 5.   4 



  COMMISSIONER SCOTT:  Second.  5 



  CHAIRMAN WEISENMILLER:  All those in 6 



favor?  7 



  (Ayes.)  This item passes four to zero 8 



with one abstention, or one not here.   9 



  CHAIRMAN WEISENMILLER:  So I had 10 



indicated two contradictory statements, 1) that 11 



we were going to deal with this item, the package 12 



of items 5, 6, 7, 8, and 9, and we were going to 13 



deal with Bottle Rocket at 11:00, so at this 14 



point let’s transition to Bottle Rock and 15 



encourage everyone to either go to lunch, come 16 



back, I assume we’ll be back at either 1:00 or 17 



1:30, but I would check with the Public Advisor 18 



for those of you coming back.   19 



(Off the record.) 20 



(Back on the record.) 21 



  CHAIRMAN WEISENMILLER:  Okay, so for 22 



those of you who were on the last item, I would 23 



encourage you to go out of the room, into our 24 



freezing atrium to continue your conversations, 25 
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and so we can pay attention to this particular 1 



matter.  So let’s go on to what is Item 3, Bottle 2 



Rock Geothermal Power Plant Project, 79-AFC-4C.  3 



Paul Kramer, would you go forth?  4 



  MR. KRAMER:  Good morning.  As the agenda 5 



says, the Bottle Rock Power Plant project, 6 



actually Geothermal Power Plant Project, is a 55 7 



Megawatt geothermal generating facility.  It’s 8 



located in the Geysers geothermal area, which is 9 



south of Clear Lake.  It was licensed in 1980, 10 



operation began in 1985, but was suspended in 11 



1990 and restarted again in 2006.  The subjects 12 



of the Amendment Petition before you today are 13 



two conditions that were imposed in 2001 at the 14 



time of the transfer of ownership from the 15 



Department of Water Resources, which was the 16 



original developer, to the predecessor to the 17 



current owner, Bottle Rock Power, LLC.   18 



  One of those conditions required a $5 19 



million bond to secure the cost of closure of the 20 



facility, the other required a $10 million 21 



environmental impairment insurance policy.  Last 22 



year, Bottle Rock amended its purchase contract 23 



with DWR to eliminate both the insurance and bond 24 



requirements which were also a feature of that 25 
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contract.  It then cancelled the bond and David 1 



Coleman, who is one of the interveners in this 2 



proceeding, as well, he filed a complaint that 3 



the contract amendment and the cancellation of 4 



the bond violated the condition that it have a 5 



bond.    6 



  In February, a committee composed of 7 



yourself, Chair Weisenmiller as the Associate, 8 



and Commissioner Douglas as the Presiding Member, 9 



ruled that the condition to have a bond and 10 



insurance remained in effect and that the 11 



cancellation of the bond violated the condition.  12 



Because the insurance had never been canceled, 13 



that portion of the condition was found not to 14 



have been violated.   15 



  The complaint committee said that the 16 



requirement to reinstate the bond could be stayed 17 



if Bottle Rock filed an Amendment Petition to 18 



formally request either a reduction or a removal 19 



of the bond and insurance requirements.  Bottle 20 



Rock also appealed that Committee ruling to the 21 



full Commission, and that appeal is on hold 22 



pending the outcome of this amendment proceeding.   23 



  While Bottle Rock’s Petition to Amend 24 



requested removal of the insurance requirement, 25 
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it has since agreed to maintain the insurance in 1 



effect, so it was seeking to eliminate or reduce 2 



the bond requirement.   3 



  The committee of Commissioners Douglas 4 



and Scott held a hearing in Cobb, California near 5 



the facility last month on November 18 and it 6 



issued a Proposed Decision that is before you 7 



today, which upholds the bond requirement, but 8 



reduces the amount from $5 million to $1.34 9 



million plus a 25 percent contingency amount, and 10 



it recommended phasing in the amount of the 11 



contingency over the years 2015 through 2019.  So 12 



in 2019, the total amount of the bond -- or, 13 



we’ve taken to using the term “financial 14 



assurance” because the Decision also allows for 15 



the possibility of some other mechanism other 16 



than a bond such as a trust fund or a letter of 17 



credit, the total would be $1,676,875.     18 



  In response on Friday, Bottle Rock 19 



proposed an alternative phase-in schedule that 20 



reduces the amount they have to put up initially 21 



and requires larger annual payments over those 22 



same years to get to the same number that the 23 



committee was recommending for 2019.  Their 24 



justification was financial information in the 25 
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form of a November 30th balance sheet that they 1 



attached to their request.  On Monday, I prepared 2 



a table and filed a table just to help everyone 3 



compare the two -- and it’s on the screen right 4 



now -- to the compare the two proposals.  On the 5 



left is the Proposed Decision, and you can see it 6 



starts with the higher number and has smaller 7 



subsequent payments to get to that same $1.6 8 



million, closer to $1.7 actually number.  Bottle 9 



Rock starts out about $600,000 less, and 10 



therefore they have to pay quite a bit more in 11 



the subsequent years to get up to that same 12 



number.  And this, of course, assumes that there 13 



are no adjustments, but one of the other 14 



provisions of the proposed conditions is that 15 



every three years the estimate of the amount of 16 



the cost of closure will be revisited, so we can 17 



update it.  It may go up, it may go down, but we 18 



just want to see that that is periodically 19 



reviewed so that it -- you know, we don’t fall 20 



behind the curve in some way.   21 



  Yesterday, Donald Mooney, sitting a 22 



couple seats to my left, who was counsel for the 23 



Interveners David Coleman and Friends of Cobb 24 



Mountain, he filed objections to Bottle Rock’s 25 
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filing on Friday.  He asked that if the 1 



Commission was going to consider modifying the 2 



payment schedule as they request, that it first 3 



refer the matter back to the committee for 4 



further hearings, so that they could go into 5 



Bottle Rock’s finances in more depth.   6 



  At the hearing, Bottle Rock basically was 7 



unwilling to discuss their finances in any 8 



detail, and then the project landowner commented 9 



yesterday, and I don’t think they’ll be here 10 



today, they thought they would not be available, 11 



but they said that they agreed with the ultimate 12 



amount that the committee recommended and they 13 



did not object to the proposed modifications from 14 



Bottle Rock.   15 



  Randall Fung, who was one of the 16 



commenters at the hearing in Cobb filed written 17 



comments yesterday.  He prefers that the bond 18 



remain at $5 million.  He also believes that the 19 



cost estimate failed to include some costs.  I’m 20 



not going to go into the details of that right 21 



now, but it’s all in his written response.  And 22 



he opposes phasing in.  He’s concerned that the 23 



project is precarious at the moment, in his eyes, 24 



and that the money to properly close it needs to 25 
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be in hand right away.   1 



  If you approve the proposed decision, my 2 



plan is to docket it in Monday, and that would 3 



start the time clocks on Court challenges, and 4 



also reconsideration petitions to the Commission.  5 



I’m able to answer any questions.  6 



  CHAIRMAN WEISENMILLER:  No questions.  7 



Let’s go on to the Applicant, then staff, and 8 



then Interveners.   9 



  MS. CASTAŃOS:  Good morning, Chair 10 



Weisenmiller, Commissioners.  I’m Kirsten 11 



Castańos.  I’m counsel for Bottle Rock Power in 12 



this matter.  I just want to first thank the 13 



Committee and Hearing Officer Kramer for their 14 



thoughtful consideration of our petition and 15 



really very prompt decision in this matter.  As 16 



we discussed at the hearing, it is very important 17 



to Bottle Rock to achieve resolution of this 18 



matter as quickly as possible and we do look 19 



forward to having a decision today.  As noted in 20 



our comments that we submitted Friday, and as 21 



Hearing Officer Kramer has mentioned, we do not 22 



object to the decision, but we have proposed an 23 



alternative payment plan to fund the total amount 24 



that the committee has determined is appropriate 25 
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for closure for this project.  And the basis for 1 



that is really because we believe that it 2 



reflects appropriate and responsible business 3 



management and it will facilitate the ongoing 4 



investment in the expansion of this project, and 5 



ensure that the project has available cash and 6 



address the current financial circumstances of 7 



the project.  So we look forward very much to 8 



your decision today and to resolving this issue 9 



and moving forward with the investment and 10 



expansion of this renewable clean base load power 11 



plant in Lake County.  Thank you very much.  And 12 



I should also mention, as well, Brian Harms, the 13 



President of Bottle Rock, is here to answer any 14 



questions if you have any.  Thank you.  15 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  16 



Staff?  17 



  MR. BELL:  Thank you, Chairman.  Kevin W. 18 



Bell, Senior Staff Counsel on behalf of staff.  19 



Staff has read and considered the Proposed 20 



Decision and agrees with the Proposed Decision.  21 



A couple of comments.  I do need to point out 22 



that the Project Owner’s current obligation until 23 



the Commission takes some action is to maintain a 24 



$5 million bond.  Through these proceedings, the 25 
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Project Owner has provided enough information to 1 



justify lowering that bond amount to a certain 2 



amount and through these proceedings we’ve 3 



determined that was $1,341,500 plus a 25 percent 4 



contingency fee.   5 



  Last week, the Project Owner provided a 6 



Word document showing some of their finances.  I 7 



just point out that this information was not 8 



provided during the hearings, was not submitted 9 



under oath, and was not considered by the 10 



Committee.  Additionally, the number that they’re 11 



proposing in their alternative of $709,000 is an 12 



amount that has been bouncing around since July 13 



of this year when the Project Owner filed a 14 



response to staff data request.  It’s an amount 15 



that was rejected by the Committee through these 16 



hearings.   17 



  Staff’s position is that the Commission 18 



should adopt the Proposed Decision as written and 19 



rejected the alternative proposal.  As I said, 20 



this is an amount that has been around since 21 



July, it’s an amount that was brought up by the 22 



Project Owner throughout the proceedings, and was 23 



rejected by the committee.   24 



  CHAIRMAN WEISENMILLER:  Thank you.  I 25 
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would just note that obviously financials had 1 



been filed, but they are not in the record at 2 



this point, that certainly is one of the open 3 



issues at this stage in this case.  4 



  MR. BELL:  Correct.  Yeah, as Mr. Kramer 5 



said, the Project Owner has been -- I’ll use the 6 



term “reluctant” to provide any financial 7 



information to justify their position.   8 



  CHAIRMAN WEISENMILLER:  That’s right.  I 9 



just wanted to make sure that all parties 10 



understand that it’s not in the record at this 11 



point.  Certainly one could move it, and we could 12 



come to a decision on that, but it’s been filed, 13 



but not – at this point it’s not in the record.   14 



  MR. BELL:  Thank you.  15 



  CHAIRMAN WEISENMILLER:  Go ahead.  16 



  MR. MOONEY:  Thank you.  Donald Mooney on 17 



behalf of Interveners David Coleman and Friends 18 



of Cobb Mountain.  And I’ll just kind of pick up 19 



where the conversation kind of left off here with 20 



regards to the financial information that is 21 



Attachment B to the December 6th submittal from 22 



Bottle Rock.  And if it’s not clear in my 23 



correspondence for Monday, or I guess yesterday, 24 



we formally objected to that being included in 25 
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the record because, as Mr. Bell indicated and I 1 



indicated in my letter, essentially the close of 2 



evidence was at the hearing.  We have asked 3 



repeatedly for financial information, Bottle Rock 4 



has repeatedly refused, Mr. Harms testified under 5 



oath that it was confidential information, that 6 



it would not be provided, then they provide a 7 



snapshot of a balance sheet, snapshot in time, it 8 



doesn’t allow any of the parties or the committee 9 



to have any kind of information as to the 10 



finances.  I think there’s real concerns about 11 



Bottle Rock’s finances, they’ve just given us a 12 



quick snapshot, it was not based upon a 13 



Declaration, it was not subject to any kind of 14 



cross examination, so we think it should be 15 



excluded from the record and not taken into 16 



consideration in the Commission’s review of the 17 



Proposed Decision.   18 



  That being said, I’d also like to point 19 



out what Mr. Bell said, that they do have 20 



currently a $5 million bond requirement.  What 21 



the committee’s Proposed Decision, which we do 22 



not object to and in many ways support, reduces 23 



their bond requirement or financial assurance 24 



requirement, by almost 70 percent.   25 
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  And one other point I’d like to make is 1 



that they’re concerned about the payment, but 2 



less than a year ago, or about a year ago or so, 3 



they cancelled their $5 million bond requirement.  4 



There’s nothing in the record or their financials 5 



that indicates the money that was saved from 6 



that, from not maintaining that bond or the money 7 



that was received back from maintaining that 8 



bond, where is that?  Why can’t that money be 9 



used?  Those are the types of questions that we 10 



would want to ask if Bottle Rock was willing to 11 



discuss its finances.   12 



  And I would also like to point out, as we 13 



pointed out in the hearing, well, two things, 1) 14 



the amount of financial assurances, financial 15 



assurance requirement, the bond requirement, 16 



should not be based upon ability to pay, it 17 



should be based upon what is required for 18 



closure.  And Bottle Rock has continually argued 19 



that it should be based upon their ability to 20 



pay, but without providing any kind of financial 21 



information.  We think that, first of all, it’s 22 



not based upon ability to pay, it’s based upon 23 



what is required for closure, and 2) they haven’t 24 



provided any evidence with regards to their 25 
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ability to pay, absolutely none other than some 1 



unsupported statements from Mr. Harms.  And 2 



Bottle Rock has the burden of proof.  And they 3 



have continually failed to meet their burden of 4 



proof, and they’ve refused to meet their burden 5 



of proof.   6 



  So we would support the committee’s 7 



Proposed Decision and ask you adopt it as 8 



proposed.  Thank you.   9 



  CHAIRMAN WEISENMILLER:  Would anyone else 10 



like to speak on the record?  Public comment?   11 



  MR. HESS:  Good afternoon, Commission.  12 



My name is John Hess, Friends of Cobb Mountain, a 13 



property owner in Cobb Valley.  My concern, as 14 



has been suggested by Don Mooney, is with the 15 



request that the Commission modify the 16 



committee’s proposed payment schedule, of the 17 



closure assurance amount, questions have been 18 



raised already regarding BRP’s protest as to its 19 



inability to meet the financial burden of full 20 



and immediate payment of the closure assurance 21 



amount.  According to BRP’s amended PPA approved 22 



by the CPUC September 2012, BRP needs to deliver 23 



15 megawatts by early 2018 and a field that DWR 24 



abandoned in 1990 due to lower than expected 25 
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generation.  There have been promises that newer 1 



technology will be able to increase that amount.  2 



But it’s also curious that PG&E has lowered its 3 



maximum to 25 megawatts from the permitted 55 4 



megawatts.   5 



  I feel there are a number of different 6 



scenarios under which BRP or the project might 7 



fail and as an LLC could simply close up shop and 8 



walk away, leaving the public with the burden of 9 



cleanup.  Common sense to me suggests that the 10 



full amount be made payable immediately to hedge 11 



against such future possibilities.  Failing that, 12 



I would certainly recommend that you support your 13 



committee as a recommendation payment schedule as 14 



they’ve put before you now.  Thank you.   15 



  CHAIRMAN WEISENMILLER:  Thank you.  Okay, 16 



I think at this stage I would ask Commissioner 17 



Douglas if she wanted to make a few comments.  I 18 



think in terms of after that, we will go into 19 



closed session, although again, I think for the 20 



applicant, basically one of the things you’re 21 



going to have to decide is whether you want a 22 



decision today, or whether you want to reopen the 23 



record and to get the financials in.   24 



  MS. CASTAŃOS:  We would like a decision 25 











 



                                  CALIFORNIA REPORTING, LLC                                         76 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



today.  1 



  CHAIRMAN WEISENMILLER:  Okay, thank you.   2 



  COMMISSIONER DOUGLAS:  I’ll just make a 3 



couple of brief comments, and then I think we may 4 



wish to go into closed session for deliberation 5 



on this item.  6 



  The committee, as was noted, held a 7 



hearing in the vicinity of the project at Cobb 8 



Mountain and it was a very well attended hearing, 9 



we heard a lot of public comment.  We really 10 



focused our inquiry on the appropriate amount of 11 



the closure bond and we did not have evidence in 12 



the record on Bottle Rock’s finances and the 13 



committee -- I’m saying “the committee,” I’ll 14 



speak for myself right now, and Commissioner 15 



Scott may want to add on -- but I felt as though 16 



that was fine because we were focusing our 17 



inquiry on the correct amount of the closure 18 



bond.  So I think we have a record on which we 19 



can make a decision today.  It’s helpful to hear 20 



the response from Bottle Rock, or on, you know, 21 



are you interested in reopening the record with 22 



not only that information that you’d like to 23 



submit, but probably additional financial 24 



information or inquiries that would make this an 25 
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issue in this case, it really hasn’t been, and I 1 



don’t think it really needs to be.  So those are 2 



my comments.  I think we have a Proposed Decision 3 



that we’re prepared to consider today.  I’d like 4 



to hear from other Commissioners and I think it 5 



might benefit us to have a deliberative session 6 



just to talk about the state of the evidence in 7 



the case.  8 



  CHAIRMAN WEISENMILLER:  So we’re going to 9 



go into closed session now.  We’ll be back in 10 



session at 1:00.  Thank you.   11 



(Closed session at 11:45 a.m.) 12 



(Open session at 1:09 p.m.) 13 



  CHAIRMAN WEISENMILLER:  So let’s go back 14 



in session.  Mr. McAllister?  15 



  MR. MCALLISTER:  So I wanted the record 16 



to show that I did support Item 5, so I would 17 



vote Aye on that, so if Harriet could make sure 18 



that that goes in the record.  19 



  CHAIRMAN WEISENMILLER:  Yes.  Harriet, 20 



will you please reflect that in the Minutes?   21 



  Okay, so Commissioner McAllister supports 22 



Item 5, so if you could reflect that in the 23 



Minutes that effectively the vote was five to 24 



zero?  Thank you.   25 
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  COMMISSIONER DOUGLAS:  So the Commission 1 



is obviously back and we’ve had our session for 2 



deliberation on Bottle Rock.  I wanted to express 3 



at this point some more of my views on this 4 



matter and we’ll see if Commissioner Scott or 5 



other Commissioners would like to speak.   6 



  The committee took real efforts and took 7 



some pains to try to get to the bottom of the 8 



question that was before us and, in my view, the 9 



question before us was, what is the appropriate 10 



amount of the closure bond?  That’s really what 11 



we focused on.  We heard a lot of input from 12 



Bottle Rock, from staff, from the Interveners, 13 



also from the community and other stakeholders, 14 



and there’s no question it was really important 15 



to us to take the environmental responsibilities 16 



that we have at the Commission seriously and 17 



effectuate the intent of the Commission in 18 



requiring that there be adequate safeguards for 19 



having the closure funding available for the 20 



facility for when it is needed, hopefully far off 21 



into the future because we’re also, of course, 22 



very interested, and I think the Decision 23 



reflects our interest in also preserving existing 24 



jobs in this industry and preserving existing 25 
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renewable energy generation. And so that’s really 1 



a lot of the input we got, it’s a lot of the 2 



balance that you see in the Proposed Decision.   3 



  There is a process going forward to make 4 



adjustments to the right amount of funding for 5 



closure, and I think that’s appropriate because 6 



that’s a number that may go up, and it may go 7 



down, and it’s a number that over time I think 8 



all of the parties have agreed is appropriate to 9 



have that process and provide for needed 10 



adjustments going forward.  And I said before we 11 



went into session, but I want to repeat, we 12 



really did not look at or consider finances or 13 



any financials in this Decision, we really 14 



focused on the case at hand and the issues before 15 



us.   16 



  One of the things we did to try to 17 



balance the need for having funding on hand for 18 



closure costs and also acknowledging some of the 19 



uncertainty and some of the possibility for 20 



changed circumstances in the future is providing 21 



for the contingency that was an issue that was 22 



discussed at some length in our hearings, but 23 



phasing that contingency in, and I think that’s 24 



also appropriate because, as time goes on, things 25 
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can change and the contingency is, I think, not 1 



something that you need to have in hand the day 2 



of today, but it is something that can be phased 3 



in.  So those are some of the issues that we 4 



tried to balance.  I think the committee struck a 5 



reasonable balance and what I’ve heard from the 6 



parties today has generally led me to maintain 7 



that view.   8 



  I don’t know, Commissioner Scott, or 9 



other Commissioners, if you’d like to speak.   10 



  CHAIRMAN WEISENMILLER:  I should just be 11 



very very clear to people that Applicants on the 12 



6th, their letter in the docket had an Attachment 13 



B and Attachment B will not be admitted into the 14 



record as it’s untimely, lacks foundation, and 15 



parties have not had a chance to do cross 16 



examination on it.  So with that clarification.   17 



  COMMISSIONER SCOTT:  Thank you.  I just 18 



wanted to -- I won’t repeat everything that 19 



Commissioner Douglas said, but I did want to echo 20 



what she said.  I think that we spent a lot of 21 



time listening very carefully to everyone on 22 



these important issues and we had very thoughtful 23 



comments from a broad set of stakeholders, so 24 



thank you to everyone for your engaged 25 
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participation on this.  I agree that we struck 1 



the right balance between protecting the 2 



environmental between supporting renewables and 3 



preserving jobs, so that’s all I’ll add.  4 



  CHAIRMAN WEISENMILLER:  I was going to 5 



say, it appears that the committee struck a very 6 



Solomonaic decision on what’s a difficult issue.  7 



I think all of us, again, really are trying to 8 



develop renewables, we’re trying to really 9 



preserve jobs, and we’re trying to protect the 10 



environment.  And that’s what we’re trying to do 11 



here today.  So this is Item 3.  12 



  COMMISSIONER DOUGLAS:  All right, so with 13 



that, I’ll move approval of Item 3, and there is 14 



one thing I’ll say, but maybe after the vote.   15 



  COMMISSIONER SCOTT:  Second.  16 



  CHAIRMAN WEISENMILLER:  All those in 17 



favor?  18 



  (Ayes.)  Item 3 passes unanimously.  19 



  COMMISSIONER DOUGLAS:  All right, and I 20 



just wanted to briefly extend my appreciation to 21 



all the parties.  We were able to have a really 22 



efficient hearing, get a lot of information out 23 



on the table, and to the committee, a very well 24 



attended hearing.  So we appreciated the 25 
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community participation.  There were some issues 1 



raised by the community that were outside of the 2 



scope of the hearing, raised in comment, and 3 



you’ll find in part of the Decision requests that 4 



staff look into some of those issues and just 5 



report back to us, so I would appreciate that, as 6 



well.  Thank you.  7 



  MR. KRAMER:  Thank you.   8 



  MS. CASTAŃOS:  Thank you.  9 



  CHAIRMAN WEISENMILLER:  Thank you.  10 



Thanks, Mr. Kramer.  Okay, in terms of where we 11 



are, the reality is that the schedule today has 12 



been in flux and will stay in flux.  Originally, 13 



we were trying to deal with items 5, 6, 7, 8 and 14 



9 in a block, we made it through Item 5 and at 15 



the same time we were supposed to do Bottle Rock 16 



starting at 11:00, so at this point, we will go 17 



back to Items 6, 7, 8 and 9, and then that still 18 



leaves the Demand Forecast, and there’s one issue 19 



my staff and Edison are in conversations trying 20 



to clarify, and so I’m encouraging them to 21 



clarify that while we work through business.   22 



  So with that, let’s go on to Item 6, 23 



EnergyPro Version 6.0, Residential Compliance 24 



Software.  And Martha Brook again.   25 
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  MS. BROOK:  Good afternoon.  As mentioned 1 



in Agenda Item 5 this morning, we are seeking 2 



your approval of EnergyPro Version 6 submitted by 3 



EnergySoft as 2013 Residential Standards 4 



Compliance Software for newly constructed homes.  5 



This is the first instance of a private vendor 6 



incorporating the Energy Commission’s 2013 7 



Standard Compliance Manager Software Application 8 



Programming Interface into its compliance 9 



software tool.  As such, this is an agenda item 10 



to be celebrated.   11 



  The Energy Commission as well as the 12 



Building industry have wanted this to happen for 13 



many years.  For the first time, all residential 14 



compliance software tools approved for the 2013 15 



Standards will use the same analysis engine and a 16 



single set of implemented rules to implement the 17 



performance compliance approach for low rise 18 



residential buildings.   19 



  This means that all residential 20 



compliance software tools will yield the same 21 



compliance results for a given building, which 22 



although a reasonable expectation has 23 



historically been very difficult to achieve.  At 24 



this time, we are seeking your approval for 25 
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EnergyPro Version 6 for newly constructed 1 



buildings.  We expect that EnergySoft will 2 



continue to work with us over the coming weeks to 3 



implement the alterations scope of the 4 



performance compliance approach, and we will be 5 



back at a future business meeting to seek 6 



approval of EnergyPro for use with existing 7 



building alterations.  I’m available to answer 8 



any questions that you have.   9 



  CHAIRMAN WEISENMILLER:  Okay.  I believe 10 



we have Mr. Splitt, we have a couple parties who 11 



want to address this specific item.   12 



  MR. SPLITT:  Pat Splitt from App-Tech 13 



again.  I wasn’t sure what was going to happen, 14 



so I just got on the list, so pretty much I’m in 15 



favor of this, except for the fact that, as far 16 



as I know, there’s no software that totally meets 17 



the requirements of the ACMs, and I’m just 18 



assuming that Martin –- he’s going to be applying 19 



again before next July for revisions, and that 20 



ultimately before July 1st it will meet all the 21 



requirements of the ACM.  22 



  MS. BROOK:  Well, yes.  In terms of 23 



alterations to existing buildings, that is not 24 



included in what we’re approving today, and if 25 
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there is any significant change to what the 1 



Energy Commission has issued for that compliance 2 



manager API, then we’ll ask Martin to come back 3 



and reapprove that software.  We’re not -- 4 



  MR. SPLITT:  And you’re approving this to 5 



go into effect July 1st, so people won’t be able 6 



to use this before July 1st for compliance, that’s 7 



right?  8 



  MS. BROOK:  That’s correct.  This is for 9 



the 2013 Standards.  10 



  CHAIRMAN WEISENMILLER:  But hopefully 11 



people are using it to find any issues.  12 



  MS. BROOK:  Absolutely.  Hopefully, yeah.  13 



  CHAIRMAN WEISENMILLER:  Mr. Nesbitt.  14 



  MR. NESBITT:  George Nesbitt, a HERS 15 



Rater, and I wear many other hats.  This is 16 



today’s hat.   17 



  MS. BROOK:  I only remember that hat, 18 



George.  19 



  MR. NESBITT:  If I took it off, you 20 



wouldn’t recognize me, so I left it on today.  I 21 



would like to suggest that we make the approval 22 



of EnergyPro conditional as happened in 2008, as 23 



a lot of the issues with trying to get EnergyPro 24 



to calculate correctly and closer to Micropas, 25 
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also because we don’t have a full function of 1 



CBECC-Res yet, it’s close.  But also, one thing 2 



we talked about the past two years as part of the 3 



whole software development process was the need 4 



to have people like me review software.  So even 5 



though the Energy Commission is in control of the 6 



calculation engine itself, it comes down to how 7 



well does it communicate, and those of us that 8 



work in the world know that things don’t always 9 



communicate.  So we talked about having people 10 



like myself review and EnergyPro Version 6 has 11 



not been available for review by anyone yet.  So 12 



I would just say, considering the state of the 13 



calculation engine and everything else, that we 14 



just make it clear it is a conditional approval.  15 



  CHAIRMAN WEISENMILLER:  Thank you.  16 



  COMMISSIONER MCALLISTER:  I just wanted 17 



to ask Martha, could you describe sort of the 18 



nature of the internal tests that the Commission 19 



executes in order to be comfortable that it 20 



passes sort of the muster as far as this 21 



particular step we’re voting on right now?  22 



  MS. BROOK:  Yeah, we do two different 23 



types of tests, we have a static proscriptive set 24 



of tests that the vendor is required to complete 25 
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and submit the results of those tests through the 1 



Energy Commission, so review that set of tests; 2 



it basically walks through different features of 3 



a newly constructed building to confirm that the 4 



compliance analysis results are consistent with 5 



the reference method, which in this case is using 6 



that same application programing interface, is 7 



included here.  And then we also do quite a bit 8 



of spot checking, that’s what Dee Anne Ross of 9 



our staff has been busy doing for the last 10 



several weeks.  And we also review the user’s 11 



manual to make sure that it’s actually explaining 12 



the new requirements for the 2013 Standards and 13 



other aspects of the software correctly.   14 



 And in terms of what George said, in terms of 15 



getting outside parties to review the software, 16 



Martin Dodd did release a Beta version of the 17 



software to whoever he chose to release it to, we 18 



didn’t direct him to do that.  I think that 19 



George’s suggestion is ideal, and if we had ample 20 



time to do the review and analysis we would ask 21 



for outside reviewers to check in before we did 22 



the approval process.  Because we didn’t have 23 



ample time, we didn’t do that.  However, we do 24 



have in our Regulations, in the ACM Approval 25 
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Manual, quite specific items where anybody can 1 



protest our public domain software, or any other 2 



third party software, and basically make a claim 3 



to the Commission that it should be decertified 4 



and the Commission has to have a due process for 5 



reviewing that and making the determination of 6 



whether or not software should be decertified.  7 



So certainly that is always available to the 8 



industry stakeholders.  We’d rather do it 9 



informally, and I think George’s suggestion would 10 



fall into that informal process.  And, I mean, we 11 



could do that.  Because of the change in 12 



implementation date, we can do that now.  And we 13 



have the time to -- you know, the Commission 14 



doesn’t have the resources to organize a Beta 15 



test review for every single third party 16 



software, but we could encourage the vendors to 17 



do that as EnergySoft did in this case, and I 18 



guess we’d have to talk a little bit more about 19 



how to get people who don’t want to pay for the 20 



software to have the same ability to review it 21 



before we approve it, so there’s a lot of kind of 22 



sticky points about process that we haven’t 23 



worked out because this isn’t, again, a formal 24 



requirement of ours.  And that’s kind of where 25 
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we’re at.  1 



  COMMISSIONER MCALLISTER:  Okay, I guess I 2 



would just suggest now that we have a little bit 3 



of time that that process of evaluation and 4 



tweaking is in everybody’s best interest, and 5 



particularly the market’s best interest.   6 



  MS. BROOK:  Absolutely and –- 7 



  COMMISSIONER MCALLISTER:  EnergySoft, you 8 



know, has an incentive to get it right, as well, 9 



as does George, so I think it’s a process --  10 



  MS. BROOK:  And actually it’s been very 11 



very productive, our work with EnergySoft on 12 



this, I mean, we’ve identified problems with his 13 



software, he’s identified problems with our API, 14 



so it’s been a very productive process and I 15 



think, you know, a vote of confidence for the 16 



vision that we have for people using our 17 



underlying analysis.   18 



  COMMISSIONER MCALLISTER:  Yeah, I think, 19 



I mean, there are really two issues as I 20 



understand, one is making sure that the 21 



calculation kernel takes in the right information 22 



and operates appropriately and puts out the right 23 



results in accordance with the inputs, right?  24 



And so that’s sort of a mechanistic evaluation 25 
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that things are functioning properly.  And so 1 



that’s a big chunk of what we’re able and what’s 2 



necessary to do today, right?  And then the other 3 



is sort of any issues with the calculation 4 



engine, itself, which is kind of a separate 5 



issue; EnergySoft is not responsible for that 6 



piece, right?  7 



  MS. BROOK:  That’s correct.   8 



  COMMISSIONER MCALLISTER:  So I’m 9 



comfortable with this.  10 



  CHAIRMAN WEISENMILLER:  Yeah, well I’m 11 



certainly again going to encourage parties as we 12 



move forward on the software on all –- I won’t 13 



make this comment on every single one of these, 14 



but again, encourage people to use it, find out 15 



where some of the weaknesses are, communicate 16 



your findings certainly to Martha, certainly to 17 



the Executive Director, certainly to Andrew, 18 



we’re all prepared to listen on this.  But again, 19 



we have time to work through this stuff, but 20 



let’s not take advantage of the time to get it 21 



right.   22 



  COMMISSIONER MCALLISTER:  I’ll just point 23 



out, six months is still not that long, so we 24 



still are on a tight timeline here, so I think 25 
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we’re under no illusions that we’re off the hook, 1 



right?  Because we’re not.  Great, well, thanks.  2 



So I will -- this is Item 6, correct?   3 



  MS. BROOK:  We have another comment here.  4 



  COMMISSIONER MCALLISTER:  Oh, sorry.  5 



Mike, come on up.   6 



  CHAIRMAN WEISENMILLER:  No card, but come 7 



forward.   8 



  MR. HODGSON:  I apologize for no card, 9 



but this is really a question through the Chair 10 



to Martha about a statement you just made that 11 



seems to be contradictory to our understanding.   12 



  CHAIRMAN WEISENMILLER:  Good, let’s 13 



clarify it.  14 



  MR. HODGSON:  One of the things the 15 



building industry -- this is Mike Hodgson of 16 



Consol representing California Building Industry 17 



Association -- one of the things that we are 18 



trying to move forward with as smoothly as 19 



possible is the adoption of the 2013 Standards by 20 



early adopters.  So we have builders who are 21 



currently starting new projects and it makes 22 



absolutely no sense for them to build under the 23 



2008 Standards when it’s going to take them five 24 



to seven months to get their models ready, and by 25 
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the implementation date, now they’re building a 1 



product different than what their models look 2 



like.  So we thought we had the approval -- and 3 



I’m just looking for clarification -- for us to 4 



do that and apply to a Building Department we 5 



have to use 2013 software.  And the statement 6 



that was just made is this software can’t be used 7 



until July 1st.  And I just wanted to make sure I 8 



understood things, that we did have software 9 



available to the industry to use to analyze and 10 



to build to the 2013 Standards, and that one of 11 



the softwares could also be EnergyPro. 12 



  MS. BROOK:  That’s right.  I guess I 13 



mischaracterized that.  I mean, you can use it, 14 



you don’t need to use it.   15 



  MR. HODGSON:  Thank you.  16 



  CHAIRMAN WEISENMILLER:  Yeah, I was going 17 



to say, in fact, I was going to double check if 18 



our attorneys wanted to opine here.   19 



  MR. LEMEI:  I think you got it right.   20 



  MR. HODGSON:  Thank you for that 21 



clarification.   22 



  CHAIRMAN WEISENMILLER:  Sure.  Go ahead.  23 



  MR. SPLITT:  Again, a clarification I 24 



didn’t understand, then.  Does that mean, then, 25 
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specifically just for subdivisions where there’s 1 



a multiple unit ongoing plan, not somebody who 2 



just has one house that they want to --    3 



  CHAIRMAN WEISENMILLER:  I was going to 4 



ask Galen --   5 



  MR. SPLITT:  The other question is 6 



actually he wants to get started, but does that 7 



actually mean he can submit to a Building 8 



Department, say, in May under the 2013 Standards 9 



and have them approve it?  I haven’t seen 10 



anything that said that’s allowed.  11 



  MS. BROOK:  Eurlyne is coming up, thank 12 



goodness.   13 



  MR. SPLITT:  I’m not necessarily against 14 



it, but --   15 



  CHAIRMAN WEISENMILLER:  No, it’s a very 16 



good question, I would just make sure that we 17 



have the correct answer.  So certainly we’re 18 



surrounded by attorneys, some of whom we love, 19 



but anyway, that we get their guidance here.  20 



  MS. GEISZLER:  We’ve been working, the 21 



Energy Commission has been working with the early 22 



adopters.  A couple of Business Meetings ago, Bob 23 



Raymer came in and specifically asked about 24 



builders that wanted to meet the 2013 Standards 25 
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early.  There’s no reason why a Builder cannot 1 



continue to pursue down that path.  But like 2 



Martha said, they’re not required to use the 3 



software, but they can elect to use the software, 4 



and there’s also cooperation and coordination 5 



going on with the utilities in their incentive 6 



programs to work with those early adopting 7 



builders, as well.  8 



  MR. SPLITT:  But the question is, are the 9 



Building Departments allowed to accept that 10 



before July 1st?  11 



  MS. GEISZLER:  Yes, they are.  And the 12 



Building Departments are each looking at that 13 



individually.  I’ve spoken to a few of them 14 



directly and, in fact, they prefer because the 15 



rest of the Building Code is going to continue to 16 



go into effect January 1st.  So for the 17 



Mechanical, the Plumbing, the Electrical, the 18 



plan sets that they’ll be receiving will all be 19 



with the new standards for the other 11 parts of 20 



the Building Code.  So, yes.  21 



  MR. SPLITT:  Okay, well, I think maybe 22 



there should be some official word that goes out 23 



so everybody else is --   24 



  MS. GEISZLER:  We’re working on that.  25 
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  MR. LEMEI:  So I’d just like to speak up 1 



that I think I understand the question, and I 2 



think that Eurlyne’s answer is right for the most 3 



part, but there could be some nuances here, so 4 



I’d like to, before giving a definitive answer to 5 



the question, have an opportunity to work with 6 



Mr. Splitt and make sure that we fully understand 7 



the question and give a fully accurate answer.  8 



  COMMISSIONER MCALLISTER:  Okay, I’ll move 9 



Item 6.   10 



  COMMISSIONER DOUGLAS:  Second.  11 



  CHAIRMAN WEISENMILLER:  All those in 12 



favor? 13 



  (Ayes.)  Item 6 passes unanimously.  14 



  CHAIRMAN WEISENMILLER:  Let’s go on to 15 



Item 7, which is 2013 Public Domain Residential 16 



Compliance Software.  And again, this is Martha 17 



Brook.   18 



  MS. BROOK:  Good afternoon again.  Also 19 



mentioned in Agenda Item 5 this morning, we are 20 



seeking your approval of CBECC-Res Version 1D, 21 



2013 Residential Standards Compliance Software 22 



for Newly Constructed Homes, as well as 23 



alterations and additions to existing homes.   24 



  As an amendment to this agenda item, we 25 
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are not seeking your approval for a delegation of 1 



authority to the Executive Director for future 2 



CBECC-Res approvals at this time.   3 



  CBECC-Res Version 1D includes all 4 



previously approved features for newly 5 



constructed homes, plus the ability to complete 6 



the performance compliance approach for 7 



alterations and additions to existing homes 8 



consistent with the requirements of the 2013 9 



Standards.  This version of CBECC-Res also 10 



corrects software bugs previously identified.  If 11 



you choose to approve this item, you will also be 12 



approving the decertification of all previous 13 



versions of CBECC-Res.  And I’m here to answer 14 



any questions that you have.  15 



  CHAIRMAN WEISENMILLER:  Thank you.  16 



Again, I think, Mr. Splitt, do you have a comment 17 



on this?  18 



  MR. SPLITT:  I ran out for a second.  Oh, 19 



well, the question I had had to do with giving 20 



the Executive Director this option.   21 



  MS. BROOK:  We’re not asking that.  22 



  CHAIRMAN WEISENMILLER:  We’re not asking 23 



for that.  24 



  MR. SPLITT:  Okay, you’re not going to do 25 
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that.  1 



  MS. BROOK:  No.  2 



  MR. SPLITT:  Okay, because that’s a 3 



problem.  Would it be like at the next meeting or 4 



–- I had some problems with it, so anyway we can 5 



talk about it later if --   6 



  MS. BROOK:  We should probably talk -- 7 



before you come and complain about what we ask 8 



for, we should probably do that as soon as 9 



possible.  10 



  MR. SPLITT:  Okay, well, the main 11 



question I had, though, is if the Executive 12 



Director is going to refer the public domain, you 13 



should do it for the other software, too.  That 14 



doesn’t make any sense because, if the public 15 



domain gets changed, they’re going to have to 16 



make their changes anyway, and you’re going to 17 



have to end up dealing with the thing twice.  18 



  MS. BROOK:  Okay.  19 



  MR. SPLITT:  And it also probably should 20 



include changes to the registry and the 21 



registers, that maybe that doesn’t have to go 22 



back through the Commission; but the problem I 23 



had is the software, the public domain software, 24 



has two sections, the Compliance section and a 25 
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section that sets the budget.  So like the 1 



Compliance Manager.  2 



  MS. BROOK:  Uh-huh.  3 



  MR. SPLITT:  So I don’t think that 4 



anything that can actually change the basic 5 



budget, the goal, should be approved by the 6 



Executive Director, and that should still have to 7 



go to the Commission.  8 



  MS. BROOK:  Okay.  9 



  CHAIRMAN WEISENMILLER:  Okay, again, let 10 



me encourage you to talk to staff.  I mean, our 11 



intent at some point is to keep this at the 12 



Commissioner level, this (quote unquote) “model 13 



issue and generalness” for this specific one, so 14 



we make sure it’s on track.  Now, at some point, 15 



this is going to become fairly routine, we hope, 16 



and as I said, my analogy is you wake up and you 17 



discover your iPhone app is updated, and at that 18 



point, you know, we would like to see this more 19 



delegated at that point.  But, again, that is 20 



sort of a very broad level.  Commissioner 21 



McAllister or legal has --   22 



  COMMISSIONER MCALLISTER:  And just to 23 



reinforce that point that the Chair was making, I 24 



mean, we all know this is critical path bread and 25 
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butter stuff for the Energy Commission and, you 1 



know, we want to establish a very clear record 2 



that the oversight at the Commission level has 3 



been here at each substantive step, and so that 4 



is just good practice.  And to the extent that it 5 



becomes sort of operational and, as the Chair 6 



said, routine, then certainly those sorts of 7 



decisions in consultation with staff, the 8 



Executive Director at a kind of operational 9 



level, absolutely is appropriate.  But we’re not 10 



quite there yet in that we don’t know exactly 11 



when we will be at the point where this is less 12 



mission critical and more just ongoing 13 



implementation.  And so I think that is just by 14 



way of context, I think, for this discussion.  15 



It’s certainly a discussion we’re all engaged in, 16 



just sort of keeping pulse on the process.   17 



  MS. BROOK:  Uh-huh.  18 



  CHAIRMAN WEISENMILLER:  So, George 19 



Nesbitt.  20 



  MR. NESBITT:  George Nesbitt.  So I have 21 



supported the idea of having a core calculation 22 



engine since the beginning because I’m both a 23 



Micropas and an EnergyPro user, and was well 24 



aware that you got very different answers, which 25 
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is unacceptable.  So I’ve absolutely supported 1 



it, I’ve been able to review it since like late 2 



May, early June, I’ve generally been impressed.  3 



My largest complaint is it’s slow, far too slow.  4 



Monday, actually, we had a webinar and we 5 



reviewed the existing plus alteration 6 



implementation, and I think basically right now 7 



we’re sort of 90-95 percent there.  We’re 8 



actually pretty darn close on the residential.  9 



As a Micropas user, I experienced complete 10 



ability to do what’s allowable by Code.  The 11 



thing is, as an EnergyPro user, I have long been 12 



constrained by lack of functionality and not 13 



being able to do what the Code allows me to do.  14 



So it’s very important that ultimately -- and it 15 



may not be by July 1st -- that the calculation 16 



engine has full Code functionality.  You know, 17 



like I say, we’re probably 95 percent there, it’s 18 



going to take some arguments and a while probably 19 



to get some things, but overall, I mean, this was 20 



a tremendous task to take on and, you know, 21 



software development is no easy thing.  And so 22 



certainly the fact that we’re behind where we 23 



wanted to be is, I don’t think, a reflection on 24 



staff or the team.  I think they’re trying really 25 
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hard and, you know, I’m willing to support it any 1 



way I can.  I’m not a programmer, but I can 2 



probably do some stuff, some of the data routine 3 



stuff to help get it fully usable.   4 



  CHAIRMAN WEISENMILLER:  Thank you.  5 



Anyone else?  A motion?  6 



  COMMISSIONER MCALLISTER:  All right, I 7 



will move Item 7.   8 



  MR. LEMEI:  Commissioners?  Can I just 9 



clarify that you are moving the Proposed 10 



Resolution?  11 



  CHAIRMAN WEISENMILLER:  Yes.  Thank you.  12 



  COMMISSIONER MCALLISTER:  Okay, so moving 13 



the Proposed Resolution as part of Item 7 or as 14 



Item 7.   15 



  MR. LEMEI:  In both 7 and 8 there’s 16 



written resolutions.    17 



  COMMISSIONER DOUGLAS:  Second.  18 



  CHAIRMAN WEISENMILLER:  Thank you.  So I 19 



have a second?  20 



  COMMISSIONER DOUGLAS:  Yes, for the 21 



Resolution.   22 



  CHAIRMAN WEISENMILLER:  All those in 23 



favor?  24 



  (Ayes.)  The Resolution for Item 7 is 25 
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passed unanimously.  1 



  CHAIRMAN WEISENMILLER:  Let’s go on to 2 



Item 8, which is 2013 Public Domain 3 



Nonresidential Compliance Software.  And once 4 



more, Martha Brook.  5 



  MS. BROOK:  For the last time today, and 6 



also as previously mentioned in Agenda Item 5, we 7 



are seeking your approval of CBBEC-Com Version 1D 8 



as 2013 Nonresidential Standards Compliance 9 



Software for Newly Constructed Buildings.  Also 10 



as an amendment to this agenda item, we are not 11 



seeing your approval for a delegation of 12 



authority to the Executive Director for future 13 



CBBEC-Com approvals, for the reasons noted.   14 



  CBBEC-Com Version 1D includes all 15 



previously approved features plus the ability to 16 



complete the performance compliance approach for 17 



newly constructed buildings with the following 18 



features: parallel fan powered boxes, variable 19 



speed cooling towers, heating and ventilation 20 



systems with no cooling, daylighting controls, 21 



and exterior building shading devices.  This 22 



version of CBBEC-Com also corrects software bugs 23 



previously identified and includes a new function 24 



to visualize the day lit spaces of building 25 
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designs, which should greatly facilitate day 1 



lighting control specifications by CBECC-Com 2 



users.   3 



  If you choose to approve this item, you 4 



will also be approving the decertification of all 5 



previous versions of CBBEC-Com.  And I’m here to 6 



answer any questions that you have.  7 



  CHAIRMAN WEISENMILLER:  Thank you.  Once 8 



more, I have some comments on this.  First, let’s 9 



start out with Mike Gabel.  10 



  MR. GABEL:  Mike Gabel, Gabel Associates.  11 



Thanks.  Just a brief comment.  I know that the 12 



Commission is going to approve this today and I 13 



understand the reasons, but I think for the 14 



future Code cycle, it’s really important to think 15 



about public domain software and private domain 16 



software are meeting the same criteria for 17 



capabilities and functions, which right now they 18 



are two different sets of standards.  There’s the 19 



Commission doesn’t have to meet legally the 20 



requirements of all of them at the time -- this 21 



is being approved today, it doesn’t meet all the 22 



same requirements, so I’m thinking in the future, 23 



to really study this issue and really consider a 24 



way of sending the right message to the industry, 25 
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that the State’s software and the public domain 1 



software have to meet exactly the same criteria 2 



to be approved.  Thanks.   3 



  CHAIRMAN WEISENMILLER:  Thank you.  Pat 4 



Splitt.   5 



  MR. SPLITT:  Pat Splitt from App-Tech 6 



again.  Basically I just wanted to -- this 7 



comment deals with both res and nonres, but in 8 



particular nonres.  And I’m concerned about 9 



support for this software, I haven’t heard 10 



anything about it, especially the nonres where 11 



it’s built up of several different modules.   12 



  MS. BROOK:  Uh-huh.  13 



  MR. SPLITT:  If I’m a user and I have a 14 



problem, I need one point of contact which I’m 15 



proposing be a special Energy Commission hotline, 16 



or somebody who is going to monitor -- take my 17 



problem and figure out who to best address it, 18 



and then make sure that it actually gets 19 



addressed so that I don’t end up with a problem 20 



where, if I go to the Energy Commission, they 21 



say, “Well, it’s not our problem, it’s someone 22 



else’s.”  You go to the vendor, he says, “It’s 23 



not my problem, it’s this interface that converts 24 



my stuff into the format the Energy Commission 25 
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needs.”  Go to somebody else and they say it’s a 1 



problem in Sketchup, Sketchup says, no, it isn’t.  2 



I’ll never get an answer.  And the only way of 3 



solving this is, since you’ve created this 4 



monster, somebody at the Energy Commission has to 5 



be responsible to make sure that, when there’s a 6 



problem, somebody makes sure that it gets 7 



addressed.  And in particular, if it’s a third-8 



party vendor where I’m sure the Commission staff 9 



now is thinking, “Well, we’ll be off the hook, 10 



they’ll have to support it,” but if it’s a third-11 



party vendor who only created an interface, 12 



that’s all he’s going to support.  And if I call 13 



him up and say I have some sort of problem, you 14 



know, it’s not coming up with the right 15 



calculation, and he says, “Well, we sent the data 16 



correctly to the next guy down the line, it’s not 17 



our problem.”  And so this person at the Energy 18 



Commission has to not only know their software, 19 



they have to know all the softwares so they can 20 



know how to figure out how to get the problem 21 



fixed.   22 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 23 



go on to George Nesbitt.  24 



  MR. NESBITT:  George Nesbitt.  I spent a 25 
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lot more time on low rise residential than 1 



nonres, but it is relevant.  The difference 2 



between this and the low rise residential product 3 



is you do not have to use this software, so 4 



EnergyPro hopefully will come in and get re-5 



approval for their nonres product within the next 6 



six months.  So just in case this does not move 7 



along enough, you know, we do have a backup plan.   8 



  What I really like, and I haven’t 9 



actually spent time playing with the software 10 



yet, is the Sketchup input interface, so one of 11 



the problems we have in this industry with energy 12 



modeling is it’s very easy to have a building 13 



here and create an energy model that is not that 14 



building.  So I don’t know if we wrote it 15 



anywhere, but ideally the compliance 16 



documentation would include some sort of picture 17 



of the graphical model, some sort of plan output, 18 



so that you can actually see that it is the right 19 



building, although my understanding is currently 20 



you can’t alter it within the calculation engine, 21 



but that doesn’t mean you couldn’t draw the wrong 22 



building.  And I’d also like the Sketchup for low 23 



rise residential.  That’s -- I imagine it can’t 24 



be that hard to do, but that’s been one of my 25 
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dreams as a graphical interface for my energy 1 



modeling, rather than having to go and figure it 2 



all out myself.   3 



  CHAIRMAN WEISENMILLER:  Martha, do you 4 



have any comments on either of the two question 5 



points?  6 



  MS. BROOK:  I guess I should comment on 7 



the support for the public domain software.  I 8 



think this is a pretty big issue that the 9 



Commission has to discuss, so I don’t want to 10 



provide an answer today, but you probably don’t 11 



remember, but back in September I did a 12 



presentation and, you know, I kind of went 13 



through the whole background and our vision for 14 



our software, and one of the things I 15 



deliberately said in that is that public domain 16 



software is limited by the amount of publicly 17 



available resources.  And the support for the 18 



software, like having somebody that answers phone 19 



calls from users for the software, we have never 20 



provided that support in the past historically, 21 



and we don’t have the resources to do that, and 22 



that’s one reason why we are trying to keep the 23 



public domain software at low or no cost, because 24 



we do not provide user support.  We’re providing 25 
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more user support today with Dee Anne Ross and 1 



other staff than we ever have in the past, which 2 



is great that we’re doing that, but we do have 3 



very significant limitations in that regard, and 4 



I don’t think we have mandated requirements to 5 



provide ongoing unlimited user support for public 6 



domain software.  It’s for better or for worse, 7 



you know, you get what you pay for in terms of -- 8 



what people are paying for in terms of that 9 



third-party software, they are paying in large 10 



part for user support and guidance and help 11 



through the process because the vendors that 12 



provide compliance software end up being very 13 



very good experts in implementing the Standards 14 



through the performance compliance approach and 15 



they give that counsel to their clients.  And 16 



that’s worth a lot of money and that’s built into 17 



the charges for their software.  We’re not doing 18 



the same thing, we’re not charging for the 19 



software, nor do we have the ability to provide 20 



unlimited support for it.  And so I think as an 21 



agency we need to decide if we’re still okay with 22 



that –-  23 



  CHAIRMAN WEISENMILLER:  We should have 24 



that follow-up conversation.  I think the two 25 
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obvious points are that obviously California has 1 



as a state a lot of capability in software.  Now, 2 



the bad news is that just about every major 3 



software project the State has done, even simple 4 



payroll systems, has been a total flop, so I’m 5 



not quite sure that saying we will somehow 6 



magically be able to deal with those questions, 7 



so we do come back to resources confidence and 8 



value.  But it’s certainly a good question.  9 



We’re certainly not going to resolve it today, 10 



but it’s certainly --    11 



  MR. SPLITT:  I’d just like to suggest 12 



that you’re assuming that if the third-party 13 



vendors are going to do this, you have to require 14 



it.  15 



  MS. BROOK:  Appreciate that.   16 



  COMMISSIONER MCALLISTER:  To some extent, 17 



you know, we have a large building industry in 18 



this state, it’s a big state, it’s a big economy, 19 



and that in and of itself provides some implicit 20 



need for these services.  And so, to the extent 21 



that non-Commission resources are brought to bear 22 



through that process, you know, to satisfy that 23 



demand, I mean, I think we want to sort of 24 



encourage that and know it’s happening and –-   25 
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  MS. BROOK:  And I think that’s 1 



historically what the Commission has done.  In 2 



terms of the whole laying out in Regulations how 3 



we will approve third-party software, we really 4 



are considering the marketplace to provide that 5 



need.  And the other thing is that the 6 



performance compliance approach does not have a 7 



requirement of being no cost.  It’s a choice, 8 



it’s a compliance choice that each building 9 



project owner and client or agent are making, and 10 



the cost of the software and the support of the 11 



software is part of that choice.  12 



  COMMISSIONER MCALLISTER:  You know, I 13 



think, again, that if we think about this as a 14 



program, that people actually have to participate 15 



in and they have to choose a path, we have to 16 



comply with Regulations, it has to do the right 17 



thing, that response to policy and statute in 18 



California, there are various paths to get us 19 



there, we want to design that process such that 20 



it is as accessible as possible while still 21 



maintaining the technical rigor.  And so we think 22 



about it as a program and choose a path that’s 23 



simpler or more straightforward, lower 24 



transaction costs, and then facilitate that path.  25 
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We don’t have to be the bottleneck within that 1 



path.  And so obviously that’s sort of a 30,000 2 



foot characterization of this, but I think not 3 



all paths are created equal and we want to be a 4 



participant and a driver, likely, of kind of 5 



having that develop in the marketplace.  I mean, 6 



clearly we’re a key Actor here, but we’re not 7 



going to be doing everything, and so we want to 8 



make sure that the other stakeholders in this 9 



that are doing pieces of it are qualified and 10 



doing the right job.  But thanks, a lot.  Any 11 



other comments?  I will move Item 8.  12 



  COMMISSIONER DOUGLAS:  Second.  13 



  MR. LEMEI:  Resolution.  14 



  COMMISSIONER MCALLISTER:  Sorry.  15 



  CHAIRMAN WEISENMILLER:  Okay, so we’re 16 



moving the Resolution.  17 



  COMMISSIONER MCALLISTER:  Moving the 18 



Resolution for Item 8.  19 



  COMMISSIONER DOUGLAS:  Second.  20 



  CHAIRMAN WEISENMILLER:  All those in 21 



favor of the Resolution for Item 8? 22 



  (Ayes.)  The Resolution for Item 8 is 23 



adopted.   24 



  MS. BROOK:  Thank you.  25 
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  COMMISSIONER MCALLISTER:  Thanks, Martha.  1 



  CHAIRMAN WEISENMILLER:  Practice, right?  2 



Okay, so let’s go on to Item 9, City of Lancaster 3 



Energy Ordinance.  Joe.   4 



  MR. LOYER:  Commissioners.  Joe Loyer.  5 



The City of Lancaster will provide Standards and 6 



Procedures with this Ordinance for builders of 7 



newly constructed residential buildings to 8 



install solar energy systems in an effort to 9 



achieve energy savings and greater usage of 10 



alternative energy with the goal for the city of 11 



being the first Net Zero City in the State of 12 



California.   13 



  The City of Lancaster submitted this 14 



application to the Energy Commission for approval 15 



to exceed the 2013 Building Energy Efficiency 16 



Standards, however, due to the proposed change of 17 



the implementation date of the 2013 Standards, 18 



staff recommends that the application be approved 19 



for both the 2008 Standards and the 2013 20 



Standards.   21 



  The cost-effectiveness analysis that was 22 



provided in the application by the City considers 23 



only the 2013 Standards; however, given that the 24 



2013 Standards are approximately 25 percent more 25 
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efficient than the 2008 Standards, it is staff’s 1 



opinion that any ordinance shown to be cost-2 



effective under 2013 Standards is definitively 3 



cost-effective under the 2008 Standards.   4 



  Therefore, staff recommends the 5 



application be approved for both the 2008 and 6 



2013 Standards and that the Energy Commission 7 



Resolution be signed.  Also, we have a 8 



representation from the City, Brian Ludicke, 9 



Planning Director, City of Lancaster.  10 



  CHAIRMAN WEISENMILLER:  Mr. Ludicke, 11 



please step forward.  We’d love to hear your 12 



presentation.  Thanks for coming today.  13 



  MR. LUDICKE:  Thank you.  We in the City 14 



are excited about this.  The City of Lancaster 15 



has a very firm and strong commitment to 16 



alternative energy development.  As indicated in 17 



the presentation, our Mayor, Mayor Parris, and 18 



the members of the City Council are determined 19 



that we will be the first Net Zero City in 20 



California.  At the present time, I did check 21 



before I left, we have approximately 50 megawatts 22 



worth of solar energy that is located within the 23 



City limits, counting both behind the meter types 24 



of projects and commercial-scale utility.   25 
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  Based on expected development of 1 



additional projects during the year 2014, we 2 



believe that that will be at about 200 megawatts 3 



by the start of 2015.  We feel that this 4 



component that is before you is an important part 5 



of that overall mix.  We certainly are supportive 6 



of the staff’s recommendation to you and we would 7 



ask for your concurrence.   8 



  CHAIRMAN WEISENMILLER:  Thank you very 9 



much.  Thanks for being here.  Commissioners, any 10 



questions or comments for this gentleman?  11 



  COMMISSIONER DOUGLAS:  Just a brief 12 



comment.  I’ve had the opportunity to visit the 13 



City of Lancaster and meet the Mayor and some of 14 



the senior City staff, and I just want to say 15 



that they are taking some very impressive 16 



leadership in the area of clean energy, and I’m 17 



pleased to see them arrive at this point where 18 



we’re considering approval of this item, and I’m 19 



looking forward to continued leadership from the 20 



City of Lancaster and continued partnership 21 



moving forward.  So thank you.  22 



  MR. LUDICKE:  Thank you.  23 



  COMMISSIONER HOCHSCHILD:  I’d just like 24 



to add, if you could convey to the Mayor, I 25 
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really think that Lancaster has distinguished 1 



itself by doing this, I think it’s quite 2 



uncommon, actually, for cities to come and go 3 



above and beyond the already rigorous standards 4 



that we’re setting, and I think this is a really 5 



a path breaking act, so I want to congratulate 6 



you and the rest of your team at the City for 7 



doing this.   8 



  MR. LUDICKE:  Thank you.  I will take the 9 



message back.   10 



  COMMISSIONER MCALLISTER:  I want to 11 



reiterate both of those comments and reinforce, 12 



you know, we do relatively routinely improve 13 



above and beyond types of initiatives in the 14 



Building Code by local jurisdictions.  You know, 15 



now that we’re really getting up there in terms 16 



of efficiency of new construction, it’s a bigger 17 



lift each round of Standards, and so you’re to be 18 



especially commended, I think, being first out of 19 



the gate in this upcoming round.  And you know, 20 



we talked a little bit about the marketplace, and 21 



sort of how it functions, well, the marketplace 22 



can’t really function if somebody is not out 23 



there demonstrating what’s possible.  And that 24 



provides a huge messaging benefit to California.  25 
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And so your leadership by example is really to be 1 



commended on that front, and we hope others will 2 



take notice and learn from you, and that you’ll 3 



be engaged with us going forward so that we can 4 



deepen that kind of involvement and uptick.  So, 5 



thank you.  6 



  MR. LUDICKE:  Thank you.  7 



  CHAIRMAN WEISENMILLER:  Chief Counsel? 8 



  MR. LEVY:  Yes, Chairman and 9 



Commissioners, I apologize, but just to make this 10 



easier for the Commission, just due to the nature 11 



of some of the items, there are written 12 



Resolutions for some of the items, but if we just 13 



make a record now that when you move to approve 14 



the item, if there is a written Resolution, that 15 



means that you’re moving to approve the written 16 



Resolution.  You don’t need to say it, we’ll just 17 



understand it, and I’ve made a record of it.  18 



Okay?  19 



  CHAIRMAN WEISENMILLER:  Thank you.   20 



  COMMISSIONER MCALLISTER:  Thank you for 21 



bailing me out, I appreciate that.   22 



  MR. LEVY:  We’ll make sure in the future 23 



that the agenda reflects that there’s a written 24 



resolution when there is one, it’s not, and so 25 
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that’s what the issue is.   1 



  CHAIRMAN WEISENMILLER:  Okay, thanks.  2 



Again, as Commissioner McAllister indicated, 3 



other cities certainly will move forward, you’re 4 



the first city, and we’re sure you’re not the 5 



last.  6 



  COMMISSIONER HOCHSCHILD:  I would move 7 



the item.  8 



  COMMISSIONER DOUGLAS:  Second.  9 



  CHAIRMAN WEISENMILLER:  All those in 10 



favor?  11 



  (Ayes.)  This Resolution also passes 12 



unanimously.   13 



  CHAIRMAN WEISENMILLER:  In terms of 14 



order, let’s go on to 10.  And Item 10 is New 15 



Solar Homes Partnership Guidebook.  And Le-Quyen.  16 



  MS. NGUYEN:  Hi, good afternoon Chairman 17 



and Commissioners.  My name is Le-Quyen Nguyen.  18 



I am the Renewable Energy Division’s Program Lead 19 



for the New Solar Homes Partnership Program.  I 20 



have with me Christa Salo from our Legal Office.  21 



  We are seeking your approval of our 22 



proposed revisions to the New Solar Homes 23 



Partnership Guidebook.  The New Solar Homes 24 



Partnership Program, also known as NSHP, provides 25 
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financial incentives to encourage the 1 



installation of eligible solar energy systems on 2 



new residential construction located in specified 3 



investor-owned utility territories.   4 



  The NSHP Program began in January 2007 5 



with the goal of installing 360 megawatts of 6 



solar by the end of the program in 2016.  Since 7 



the last major Guidebook revision in January 8 



2012, staff has received many comments from 9 



stakeholders to streamline the program.   10 



  A staff workshop was held on August 6th 11 



of this year to consider revisions for public 12 



comment.  A subsequent Draft NSHP Guidebook was 13 



posted for public comment on October 18th and it 14 



was well-received.  All stakeholder comments were 15 



extensively reviewed and vetted.   16 



  Staff is proposing a significant number 17 



of revisions and improvements to the NSHP 18 



Guidebook.  The purpose of these revisions is to 19 



streamline the program, encourage program 20 



participation, address stakeholder concerns, and 21 



align the NSHP Guidebook with current market 22 



conditions.  The proposed revisions include 23 



changes to the reservation and payment claim 24 



requirements, processes and required forms, the 25 
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incorporation of relevant portions of the overall 1 



program guidebook, the incorporation of the 2013 2 



Building Energy Efficiency Standards, changes to 3 



the Energy Efficiency Requirements and Processes, 4 



the creation of a Code compliant incentive level, 5 



as well as a modified incentive decline schedule 6 



and process, a standardized reservation period 7 



for virtual net metered projects, the creation of 8 



a partial payment option for projects that are 9 



also participating in their utilities’ energy 10 



efficiency new construction program, the 11 



consolidation of some application project types 12 



into a more flexible option for builders called 13 



Large Developments, the implementation of a 14 



reservation decrease schedule, the allocation of 15 



reservation funding to the project itself, not to 16 



the individual sites within the project, and 17 



finally, a Guidebook Effective Date of January 1, 18 



2014.   19 



  I respectfully request your approval of a 20 



Resolution for the adoption of the proposed 21 



revisions to the New Solar Homes Guidebook.  At 22 



this time, I would be happy to take any questions 23 



or comments you may have.   24 



  CHAIRMAN WEISENMILLER:  Thank you.  Let’s 25 











 



                                  CALIFORNIA REPORTING, LLC                                         120 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



take public comment and then we’ll come back to 1 



you to respond to those, or if we have other 2 



questions for you.  So let’s start with Mike 3 



Hodgson.   4 



  MR. HODGSON:  Commissioners, Mike Hodgson 5 



representing CVIA.  There is a letter that is 6 



already in the docket, so I will not read the 7 



letter, but I want to highlight three basic 8 



areas.  We strongly approve the revisions to the 9 



New Solar Homes Partnership.  It’s the addition 10 



of the new Code Compliance Incentive Levels, the 11 



new partial payment options, and the flexibility 12 



being offered to those who want to go to 2013 13 



Standards early, those are very important to us 14 



and they’re in the Guidelines, and we appreciate 15 



those alterations or edits, and we support Agenda 16 



Item 10.   17 



  CHAIRMAN WEISENMILLER:  Thank you.  Troy 18 



Bevilacqua.   19 



  MR. BEVILACQUA:  Good afternoon, 20 



Commissioners.  Thank you for the opportunity to 21 



speak.  My name is Troy Bevilacqua, I work for 22 



the SunPower Corporation for the New Homes 23 



Business Unit, and we are here today to strongly 24 



support the adoption of the new Guidebook, which 25 
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we believe will help maintain the participation 1 



and expand participation in a successful program.  2 



Thank you.  3 



  CHAIRMAN WEISENMILLER:  Thank you for 4 



being here.  Fred Stefeng from Lennar  5 



  MR. STEFENG:  Thank you for having me.  6 



Mr. Chairman and members of the Commission, my 7 



name is Fred Stefeng and I’m the Vice President 8 



of Customer Experience of SunStreet Energy Group, 9 



which is a wholly owned subsidiary of Linnar 10 



Corporation, one of the nation’s leading home 11 



builders.   12 



  SunStreet is a new subsidiary of Linnar 13 



that owns and manages residential hosted solar 14 



systems included in production homes Linnar 15 



builds and sells today.  I am pleased to be able 16 



to offer these remarks regarding our views on the 17 



New Solar Home Partnership and recent proposed 18 



changes to the seventh version of its Guidebook.  19 



  First, a little background on Linnar.  20 



Our commitment to solar is evident in the more 21 



than 3,000 solar homes built since 2006, most of 22 



which are right here in California.  Importantly, 23 



these solar homes offered throughout the 24 



company’s California footprint generally cater to 25 
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first time homebuyers and move-up buyers, not the 1 



luxury segment.  Linnar is intently focused on 2 



affordability and affordability of solar.   3 



  Since the beginning of your program, 4 



Linnar has learned firsthand the benefits of the 5 



New Solar Home Partnership and the company has 6 



come to appreciate and admire the hard work of 7 



the program staff under the capable direction of 8 



Le-Quyen Nguyen.  One of the most important 9 



lessons learned is that consumers must understand 10 



the financial benefits of solar as much as they 11 



do the environmental ones.  In fact, our 12 



experience suggests that solar resonates more 13 



strongly as you move down the affordability 14 



scale, given that the monthly savings are that 15 



much more meaningful.  16 



  This bottom line approach inspired the 17 



creation of SunStreet and its unique PPA; the 18 



system installed at no additional cost on every 19 



SunStreet home provides each unit of solar energy 20 



back to the home owner at a guaranteed 20 percent 21 



discount to retail electricity rates for the next 22 



20 years.  We call it our Solar 2020 plan.  And 23 



it would not be possible today without the New 24 



Solar Home Partnership.   25 
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  To date, Linnar is rolling out this 1 



program in more than 80 communities in 2 



California.  Together, Linnar and Sunstreet make 3 



it affordable to the average home buyer.  Our 20 4 



percent discount guarantee in turn makes home 5 



ownership more affordable to the middle class 6 



Californians.   7 



  We have received numerous inquiries from 8 



areas around the country wanting Linnar to expand 9 



the program there.  Clearly, the work that we are 10 



pursuing here in California is setting the tone 11 



for the rest of the nation.  In a testament to 12 



the leadership of Governor Brown, the 13 



Legislature, the Public Utilities Commission, and 14 



this Energy Commission, who have enabled the 15 



creation of a compelling consumer focused program 16 



which guarantees discounts across all price 17 



points.   18 



  We have made several comments to this 19 



version of the Guidebook and thank the staff for 20 



accommodating many of our requested changes, 21 



including the final subdivision map change, the 22 



build-out schedules, and then the pooling of 23 



money within communities.   24 



  Separately, our trade association, the 25 
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CBIA, which has already spoke today, has made 1 



additional comments on behalf of the industry, 2 



which include but are not necessarily limited to 3 



the limitation of recapture requirements.  I will 4 



not address these remarks in the balance of the 5 



comments, other than to reiterate Linnar’s full 6 



support of these proposed changes.  These changes 7 



are integral in establishing a stable set of 8 



rules under which production businesses like 9 



Linnar can implement its long-term programs 10 



without the fear of the rules changing half-way 11 



through and reducing the administrative burden 12 



and cost implementing the program.   13 



  Ultimately, we believe these changes, if 14 



adopted, will provide a path to sustainable cost 15 



reductions as the NSHP sunsets.  As with any 16 



constructive partnership, we feel obliged to 17 



continue to make suggestions to improve this 18 



important program.  Specifically, we ask the NSHP 19 



to release existing solar reservations regardless 20 



of communities under which they were originally 21 



reserved to the earliest possible construction 22 



dates which meet the program requirements.  This 23 



portability of rebate at any community within the 24 



state should materially advance the original 25 
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objectives of the program.  Clearly, solar now is 1 



more valuable to Californians than solar later.   2 



  While we have discussed with staff the 3 



potential abuse here, we are sympathetic to the 4 



concern, but we also feel the benefits of 5 



accelerated adoption may outweigh the potential 6 



risks.  Therefore, we look forward to working 7 



with the Commission and the staff to find ways to 8 



redeploy existing reservations towards projects 9 



with more immediate timelines.   10 



  In closing, Linnar would like to 11 



reiterate its thanks to Governor Brown, the 12 



Legislature, the California Public Utilities 13 



Commission, and the Energy Commission and its 14 



staff for their steadfast support of the NHSP and 15 



the leadership underlining its current 16 



authorizations.  Together, we’re doing great 17 



things for California homeowners and at the same 18 



time showing the nation how solar can be 19 



affordable and environmentally helpful.  Thank 20 



you very much for hearing us.   21 



  CHAIRMAN WEISENMILLER:  Thanks for being 22 



here today.  Manuel Alvarez, Edison.    23 



  MR. ALVAREZ:  Good afternoon, 24 



Commissioners.  Manuel Alvarez, Southern 25 
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California Edison.  We filed a letter on Monday, 1 



I believe, and actually we’d like to support the 2 



adoption of the report today.  But I wanted to 3 



raise two issues that we presented to you.  4 



  The first issue deals with the grace 5 



period.  The proposal is to have 60 days grace 6 



period, I guess we’re asking for that to be 7 



eliminated given the nature of a New Homes Solar 8 



Program.  It deals with the occupancy when 9 



occupancy is taken on a particular piece of 10 



property in terms of it being complete.  If you 11 



give a grace period of 60 days, you’re basically 12 



moving from a new home to an existing home, and 13 



perhaps at that point the existing home should 14 



participate in the other solar programs, 15 



California’s Solar Initiative Program, instead of 16 



the New Homes Solar Program.  So that’s an issue 17 



we’d like you to consider.   18 



  The other issue is the Code Compliant 19 



Incentive.  We’re suggesting that the incentive 20 



be increased for those who go above Tier 1 and 21 



Tier 2 from the $.25 that you have currently, to 22 



an additional $.25, so make it $1.50 in total.  23 



And those are the two items we’re asking you to 24 



consider.  So with that, that’s it.  25 











 



                                  CALIFORNIA REPORTING, LLC                                         127 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



  CHAIRMAN WEISENMILLER:  Thank you.  We 1 



have at least one party on the phone.  Steve 2 



Zeretti of Solar Industries Association.   3 



  MR. ZERETTI:  Yes, thank you.  Can you 4 



hear me?  5 



  CHAIRMAN WEISENMILLER:  Yes.  6 



  MR. ZERETTI:  Great.  Good afternoon.  7 



Steve Zeretti with the Solar Energy Industries 8 



Association, which is a national group for the 9 



United States Solar Industry.  I just wanted to 10 



first say that our industry does deeply 11 



appreciate Commissioner McAllister’s leadership 12 



on what we feel are really the most fundamental 13 



revisions to this program since the program 14 



began.  To the industry, that signals a clear 15 



commitment to achieving the program’s megawatt 16 



goals that were set by the Legislature, so we do 17 



thank you and your staff for this hard work.   18 



  Now, as you’re aware, the cost for solar 19 



panels has declined drastically over the past 20 



years, and with that decline much of the 21 



industry’s focus is now turned to other 22 



improvements to decrease install costs, including 23 



reducing the industry’s soft costs such as 24 



permitting and regulatory requirements where this 25 
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may be feasible.   1 



  So at this point, we feel that the added 2 



flexibility for builders and streamline 3 



requirements provided as part of the Codes 4 



revisions will greatly alleviate the soft costs 5 



of this program and really ensure that ratepayers 6 



are able to more fully maximize incentive 7 



payments.   8 



  So SEIA and its member companies look 9 



forward to working closely with the Commission 10 



and staff as these revisions are implemented and 11 



we would certainly welcome the opportunity for 12 



further revisions and program tweaks to make sure 13 



that the program goals are met and the new 14 



housing solar market is transformed.  So thank 15 



you again for this.   16 



  Also, if I could, I’ve been asked by 17 



SolarCity to read some prepared remarks for the 18 



record.  They apologize for not being able to 19 



stay for this portion of the meeting, but they 20 



want to get their thoughts on the record.  21 



  CHAIRMAN WEISENMILLER:  That would be 22 



good.  I noticed they were on and then had 23 



dropped off, but if you could provide their 24 



comments, that would be good.  25 
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  MR. ZERETTI:  Yeah.  I’ll just read their 1 



prepared remarks briefly:  2 



“Solar City strongly supports the 3 



proposed revisions to the New Solar Homes 4 



Partnership Guidebook and sincerely thanks 5 



Commissioner McAllister for his leadership in 6 



recognizing the need to fundamentally reform 7 



and streamline the program in order to meet 8 



the 400 megawatt statutory goal of the 9 



program by 2016.  We believe that, in 10 



totality, the revisions, many of which were 11 



joint recommendations by the Solar and 12 



Building industries, reflect the realities of 13 



how homes are built and the long lead times 14 



and uncertainty associated with the 15 



construction cycle, housing market, and 16 



consumer demand.  Given the number of 17 



significant revisions, smooth implementation 18 



by staff and program administrators, and 19 



outreach to builders and the solar industry 20 



will be critical.  As such, SolarCity asks 21 



for close and continued dialogue with both 22 



industries, whether in an informal 23 



stakeholder group, or otherwise.  Meeting 24 



about 85 percent of the program goal in three 25 
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years will be daunting, so it is imperative 1 



that all stakeholders work collaboratively, 2 



and be forced to sit in the same room to 3 



ensure that we keep our eye on the prize.  We 4 



also look forward to working with the 5 



Commission on outstanding issues such as HERS 6 



verification, which we understand falls under 7 



the purview of another regulatory 8 



proceeding.”   9 



Thanks for the opportunity to speak.   10 



  CHAIRMAN WEISENMILLER:  Thank you.  11 



Staff, do you have any responses to comments or 12 



questions that were raised?  Or, actually, so 13 



George?   14 



  MR. NESBITT:  Yeah, I had a card, I 15 



thought I marked it.  George Nesbitt, HERS Rater.   16 



  CHAIRMAN WEISENMILLER:  Yeah, sorry.   17 



  MR. NESBITT:  I urge you to strike 18 



several items from the new Guidebook.  I’ve been 19 



a supporter of NSHP from the beginning and 20 



promoted it, even though CSI had larger rebates 21 



and you didn’t have to hire and pay for a HERS 22 



Rater.  I worked on many projects initially that 23 



the HERS Rater was never called out until 24 



construction was completed, yet, you know, I 25 
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always got the job done.  I’ve commented 1 



extensively at workshops and on previous 2 



Guidebook revisions, it took I think two years 3 



and three Guidebooks to get clarity that a HERS 4 



Rater is needed during rough construction as part 5 



of the program.   6 



  There are definitely positive changes in 7 



this Guidebook, but there are two that I think 8 



really are very difficult to stomach.  The one 9 



that is most difficult is waiving plan check for 10 



the new CABEC CEA designation.  For one, it’s not 11 



offered.  Of course, we just delayed the 2013 12 



Code and parts of this Guidebook, of course, are 13 



based on the 2013 Code.  But what waiving plan 14 



check will do is it opens up the program to fraud 15 



and incompetence and, yes, even by people who 16 



will be certified as CEAs that are currently 17 



CEPs, CEAs that have been doing this for decades.  18 



And I’ve watched it happen before my eyes.  I 19 



have lost work from solar installers because I 20 



have enforced your shading rules, and it cost 21 



them rebates, so I no longer get referrals.  22 



Waiving the plan check strikes at the credibility 23 



of a program.  If we’re giving away public money, 24 



we need to know, and the only way we know, 25 
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considering the lack of enforcement by local 1 



jurisdictions, is through utility rebate program 2 



plan checks -- not perfect, but a hell of a major 3 



step up.   4 



  The other issue is different rebate 5 



incentives for nonprofit versus for profit 6 



developers.  Every affordable housing project I’m 7 



aware of is a partnership, and often the 8 



nonprofit side, it’s the small part, the only way 9 



they build it is by partnering with people that 10 



are for profit, that have tax liabilities, and 11 



that can write off all the tax credits.  They 12 



have no incentive, for profit or not, to install 13 



solar systems on residents’ apartments if they 14 



don’t get any financial gain for it.  They have 15 



no incentive.  So to give them less money just 16 



doesn’t make sense.  Enough said.  17 



  CHAIRMAN WEISENMILLER:  Staff, any 18 



comments on the comments we’ve gotten.   19 



  MS. NGUYEN:  Yes.  So there were I 20 



believe four issues that were brought up, the 21 



first one was from Edison, they asked that we 22 



remove our 180-day allowance and change that to 23 



zero.  In the Guidebook, we had proposed changing 24 



that 180-day flexibility to 60 days, so allowing 25 
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a solar permit to be issued as long as it has 60 1 



days after the Certificate of Occupancy, and 2 



staff had moved forward with the 60 days instead 3 



of going forward to zero and talking to 4 



stakeholders, they were legitimate concerns that, 5 



you know, there are situations where it’s the 6 



intent to pull the solar permit prior to your 7 



Certificate of Occupancy; however, due to 8 



permitting delays that may be out of the 9 



applicant’s control, that permit may be issued 10 



after that Certificate of Occupancy.  And in 11 



those cases, they would not be eligible for the 12 



program.  In addition, there’s also instances 13 



where a builder may have decided not to go solar, 14 



and then, seeing the success in maybe another 15 



community, changed their mind at the last minute, 16 



and again it takes some time to pull a solar 17 



permit.  So having that 60 days in there does 18 



allow some flexibility to increase solar and 19 



transform the market.  In addition, it’s very 20 



likely that, if you’re pulling a solar permit, 21 



you know, very late, you’re not going to risk 22 



pulling that permit after your Certificate of 23 



Occupancy, knowing that it may not happen within 24 



the allotted timeframe, and so most people will 25 
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try and pull that permit prior to their 1 



Certificate of Occupancy.   2 



  The second issue that Edison brought up 3 



was increasing the Tier 1 from $1.25 to $1.50 a 4 



watt, they felt that the $.25 differential 5 



between the Code compliant incentive and the Tier 6 



1 incentive was not enough.  And so when we were 7 



looking at this, we did work with stakeholders to 8 



look at the amounts that we should provide to 9 



each incentive level, and what we have done is, 10 



for the Code compliant and the Tier 1, there is a 11 



25-cent differential, but then, for the Tier 2 to 12 



encourage people to go to that higher level of 13 



energy efficiency, for the 2013 standards, we did 14 



offer a higher incentive.  So instead of the 15 



normal $1.50, which would be a 50-cent 16 



differential, to begin the program or this Code 17 



compliant incentive, we changed that to $.75, 18 



which is actually $1.75 versus $1.00.   19 



  The next comment was from George Nesbitt 20 



regarding the plan check requirement being 21 



removed.  That was also something that we 22 



discussed extensively with stakeholders.  In 23 



terms of the plan check being removed, that’s 24 



only for 2013 Standards projects that have an 25 
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energy consultant who meets a certain 1 



certification.  As George mentioned, that 2 



certification won’t be available for some time 3 



until probably late next year, and so until that 4 



time we’re going to continue to do 100 percent 5 



plan checks.  Now, when it does come time where 6 



those 2013 Energy Consultants are available, the 7 



Energy Commission has still reserved the right to 8 



request a plan check for any project at any time.  9 



In addition, we have still kept in our Energy 10 



Efficiency Field Verification, so the HERS Rater 11 



will go out there during payment -- or prior to 12 



payment -- to make sure that whatever energy 13 



efficiency measures we were told would be 14 



installed were actually installed on that home.   15 



  The next issue that George Nesbitt 16 



brought up was the nonprofits versus for profit 17 



companies, so basically the tax exempt versus 18 



non-tax exempt companies.  If a company is tax 19 



exempt, then they qualify for a higher affordable 20 



housing incentive, and if a company is non-tax 21 



exempt, meaning they pay taxes, then they’re 22 



eligible only for our market-rate housing 23 



incentive.  And we felt that if you are a company 24 



that pays taxes, you have the option to take 25 
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advantage of the Federal Tax Credits and 1 



appreciation, whereas companies that do not pay 2 



taxes do not have that option to get those other 3 



benefits.  And so we thought, to make it more 4 



equitable and provide additional support for 5 



those companies that cannot take advantage of 6 



depreciation and Federal Tax Credits, we would 7 



still keep them with higher affordable housing 8 



incentives.   9 



  CHAIRMAN WEISENMILLER:  Thank you.   10 



  COMMISSIONER MCALLISTER:  So thanks for 11 



that presentation.  I want to commend Le-Quyen 12 



and the team for their tremendously hard work 13 



over a lot of months to work with my office and 14 



stakeholders to update the Guidebook.  And I’m 15 



very happy with where it’s at.  I feel just from 16 



a perspective of making the changes that are 17 



necessary to decreased transaction costs, to help 18 



people participate, but frankly without relaxing 19 



the rigor or the end result in any way, I 20 



believe, we’ve really kind of got our cake and 21 



now we’re in a position where we’re going to 22 



hopefully eat it.   23 



  So those opportunities in this 24 



environment are fairly rare, and I think this was 25 
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a clear place where acknowledging the fact that 1 



the housing market has changed from when this 2 



program originated back in the mid-2000’s, and 3 



updating it to meet the demands of the current 4 



marketplace -- when this program was first, you 5 



know, when SB1 and the CSI nexus sort of first 6 



came into being, we were in a very different 7 



place in the housing market, and there was a 8 



feeling that imposing lots of sort of somewhat 9 



external, or additional requirements onto the new 10 



construction industry with respect to the process 11 



for applying to this program, and really linking 12 



it very tightly with energy efficiency, I mean, I 13 



think there were decisions along the way that -- 14 



I’m not calling them bad decisions, but I think 15 



it burdened the program with a lot of 16 



requirements that, at the end of the day I think 17 



we’ve seen in hindsight limited participation and 18 



increased transaction costs, and we are trying to 19 



fix that now with this Guidebook Update.  In no 20 



way minimizing the fact that those items are good 21 



things to do, but really just recognizing that 22 



there are other forums in which many of them need 23 



to be treated.  And so I feel like if you do the 24 



numbers, we in order to meet the goals, the 25 
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megawatt goals of this program, we need to get 1 



solar onto a high percentage of upcoming new 2 



construction, residential construction in the 3 



state.  And in order to meet that need, in order 4 



to get very high participation rates, we needed 5 



to think outside the box, and I think we’ve done 6 



that.  We’ve added a compliance-only tier, it’s 7 



not exactly compliance only, it’s compliance with 8 



energy efficiency only, not counting the solar in 9 



the compliance path, but it is a more entry-level 10 



participation that is going to be a lot more 11 



doable, and that enabled us to then streamline in 12 



other ways.  So I feel that hopefully we’re going 13 



to see the kinds of participation that we believe 14 



is going to happen.   15 



  So, anyway, rather than go on, I want to 16 



commend the staff.  I’m really excited to see the 17 



new iteration of the program, I’m really excited 18 



to keep working on any details that come up that 19 



need further consideration, I’m sure -- I know 20 



there are some, but you know, the guiding 21 



principle in this program really needs to be 22 



let’s do what it takes to make it work, let’s do 23 



what it takes to get people to participate, to 24 



get solar on new construction, and achieve the 25 
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market transformation that we’re all looking for.  1 



And that’s been the intent all along, and I think 2 



now operationally we’re much more likely to make 3 



that happen in the timeframe we must.  So, again, 4 



thanks to staff and certainly looking forward to 5 



continuing to hold hands with the stakeholders 6 



and work with staff to make it happen.   7 



  COMMISSIONER HOCHSCHILD:  I just wanted 8 



to add my thanks actually to Commissioner 9 



McAllister for pioneering this.  I think this is 10 



exactly the kind of fresh look -- we have a 11 



tendency as people to kind of do the same thing, 12 



you know, because we’re comfortable doing what we 13 



were doing before, and I just feel like this is 14 



actually a very important milestone in the 15 



program.  And Commissioner McAllister and I first 16 



met in 2007 when we served on the New Solar Homes 17 



Advisory Committee under Chair Pfannenstiel, and 18 



it’s just important to look back for a minute 19 



where we were at that time.  There was literally 20 



zero percent adoption of solar in new home 21 



construction, it wasn’t happening at all.  And 22 



today we have very large players, some of them in 23 



the room today, Linnar and others, who are 24 



adopting this.   25 
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  With that said, we are still far behind 1 



where we need to be and we’re I think going to be 2 



lucky to get to 15 percent of new homes built 3 



with solar, the goal was to get to 50 percent a 4 



year from now, so we have a long way to go, and 5 



Le-Quyen, I want to thank you in particular, you 6 



gave me a briefing on this a few days ago, and I 7 



just feel like this is going to be a much more 8 



friction-free process and I’m very impressed with 9 



your team’s work, and I’ve seen you and the rest 10 



of your team listen to a number of stakeholders 11 



and digest those comments and put together this 12 



packet, so thank you.  And thanks to you, 13 



Commissioner McAllister.   14 



  COMMISSIONER DOUGLAS:  I’ll just briefly 15 



say, as well, this isn’t new either, but I want 16 



to join Commissioner Hochschild in thanking 17 



Commissioner McAllister for his leadership on 18 



these Guidebook provisions and thanking staff.  I 19 



think that this was needed and this is going to 20 



help us working with the industry, working with 21 



the solar and the building industry and other 22 



stakeholders to meet our goals for solar, help 23 



move the market forward by reducing transaction 24 



costs, by maintaining rigor, but making the 25 
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program work more effectively; I think that we’re 1 



going to see results for a longtime to come, so 2 



this is -- I definitely strongly support this.  3 



  COMMISSIONER MCALLISTER:  One brief 4 



point.  So the other thing I want to say, I 5 



think, it’s sort of a meta message, it’s not 6 



specific to this program and the changes in this 7 



particular Guidebook, but I do think the Energy 8 



Commission historically has had a certain sort of 9 



Code, you know, Title 20, Title 24, citing a few 10 



core responsibilities that we’re all familiar 11 



with.  As things become in many ways more 12 



complex, or at least more vertical where there’s 13 



a small scale, there’s everything from the 14 



largest power plants down to the individual new 15 



home, you know, 1 kilowatt solar system, and when 16 



we’re talking about Smart Grid, we’re talking 17 



about a lot of demands on the electric system 18 



that all the agencies are engaged on, I think, at 19 



a granularity that is unprecedented.   20 



  And the needs of policy and particularly 21 



implementation of policy are changing, and I’m 22 



excited about this area as an example of kind of 23 



the competence in interactions with the 24 



marketplace and kind of running programs that 25 
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work, and that people feel they get a proper 1 



treatment, and it enables us to turn around, be 2 



more flexible, and sort of more quick on our 3 



feet.  And so I think, no pressure to the team 4 



here, but I do think that, as we’re being asked 5 



to do more things, that are increasingly market 6 



oriented, we need to keep in mind at the 7 



Commission that our stakeholders are out there 8 



and have a lot of valid things to say, and that 9 



listening and being flexible in the right way is 10 



something that is also good for policy 11 



implementation, and good for the state, 12 



basically.  So I think this is one example of 13 



sort of a program administration role that’s 14 



relatively new for the Commission, that is I 15 



think something we really need to show our 16 



competence in and ensure that we’re confronting 17 



these new issues with the right capabilities.  18 



And I think, in this case, we absolutely are.   19 



With that, I’ll move Item 10.  20 



  COMMISSIONER SCOTT:  Oh, I was just going 21 



to pile on the thanks to you for the great job 22 



that you did and to Le-Quyen for the excellent 23 



briefing a couple days ago, as well.  24 



  CHAIRMAN WEISENMILLER:  Ditto.  25 











 



                                  CALIFORNIA REPORTING, LLC                                         143 
52 Longwood Drive, San Rafael, California 94901  (415) 457-4417 



 



  COMMISSIONER SCOTT:  I’ll second.  1 



  CHAIRMAN WEISENMILLER:  Okay, so we have 2 



a motion and it’s been seconded.  All in favor? 3 



  (Ayes.)  This item passes unanimously.  4 



  CHAIRMAN WEISENMILLER:  Okay, let’s go on 5 



to Item 11, TREXA Corporation.  Michelle Tessier.  6 



This is going to be ARFVTP Funding and this is a 7 



$2,447,653 grant.  8 



  MS. TESSIER:  Good afternoon, 9 



Commissioners.  My name is Michelle Tessier and I 10 



work in the Emerging Fuels and Technologies 11 



Office.   12 



  COMMISSIONER MCALLISTER:  Could you put 13 



the microphone just a little bit closer?  Great.  14 



  MS. TESSIER:  Today’s staff is seeking 15 



approval of a Grant Agreement with TREXA 16 



Corporation for $2,447,653 in Alternative and 17 



Renewable Fuel and Vehicle Technology Program 18 



funds.  TREXA will provide the same dollar amount 19 



in match funds for this project.   20 



  TREXA Corporation, a California-based 21 



manufacturing company will build-out and validate 22 



a pilot production assembly line to manufacture a 23 



cost competitive All-Electric Vehicle Platform 24 



which will be integrated into a variety of non-25 
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road and fleet applications.  This project will 1 



enable specialty vehicle developers to design and 2 



build custom vehicles for their fleets, 3 



specifically using the TREXA Electric Drive 4 



Platform.   5 



  The goal of this project is to develop a 6 



sustainable zero carbon transportation platform 7 



available for multiple uses in order to expand 8 



the number of electrical vehicles available for 9 



fleets, public agencies, businesses, and 10 



citizens, and accelerate the adoption of electric 11 



vehicles in California.   12 



  It is anticipated that TREXA will have 13 



the capacity to produce their Electric Vehicle 14 



Platform in quantities of 100 units per month 15 



starting in mid-2014.  They’re located in San 16 



Pedro, California, at the Port of Los Angeles.  17 



This project will be part of PortTech Los 18 



Angeles, which is a business incubator focused on 19 



clean technology at the Port in Southern 20 



California.   21 



  The project is expected to immediately 22 



and directly support 26 jobs; in addition, it 23 



will create 50 indirect jobs during the project, 24 



and over 100 new jobs once the facility is fully 25 
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staffed and operational.   1 



  In closing, staff asks the Commission to 2 



support the approval of Agenda Item 11 for a 3 



grant agreement with TREXA Corporation in the 4 



amount of $2,447,653.  I am available to answer 5 



any questions you may have, and also, Seth 6 



Seaberg, CEO of TREXA, is on the phone to answer 7 



any questions you may have.   8 



  CHAIRMAN WEISENMILLER:  Mr. Seaberg, 9 



thanks for being on the phone.  I don’t know if 10 



you want to say anything at this stage, or just 11 



wait for questions.   12 



  MR. SEABERG:  I’m happy to just say right 13 



off the bat that we are very grateful for this 14 



award and the opportunity to work with the Energy 15 



Commission and be a part of California’s effort 16 



to create jobs and bring new Electric Vehicle 17 



Tech to the global market.  You know, in 18 



California we’re clearly the leader in the 19 



technology R&D, and the way we see it going, that 20 



we’re moving into an era that’s going to make our 21 



state the leader in sustainable manufacturing, as 22 



well.  So I’m happy to answer any questions about 23 



our business and the opportunity here.   24 



  CHAIRMAN WEISENMILLER:  Thank you. 25 
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Commissioners, any questions or comments?   1 



  COMMISSIONER SCOTT:  I will move Item –- 2 



  COMMISSIONER HOCHSCHILD:  I’m sorry, just 3 



-- where will the manufacturing line be?  4 



  MR. SEABERG:  Well, this is an amazing 5 



story, there is an incredible transformation 6 



taking place at the Port of Los Angeles in the 7 



San Pedro area, and what’s happening is an effort 8 



to modernize these amazing turn of the century 9 



facilities and attract sustainable businesses and 10 



manufacturing companies, and our facility is 11 



located in an incredible building at the original 12 



Port of Los Angeles in City Dock number 1.  And 13 



we’re basically going to be the tip of the spear 14 



as far as productivity and job creation goes over 15 



the next couple years.  I was just down at the 16 



site yesterday for a planning meeting with our 17 



contractors and the building is like something 18 



out of a movie set, huge space, steel trusses, a 19 



railroad outside the doors on the loading dock, 20 



it’s very exciting.  And there’s going to be a 21 



big marine research and development center being 22 



put in there over the next five years, funded 23 



initially by the Annenberg Foundation, so there’s 24 



a lot going on down there.   25 
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  COMMISSIONER HOCHSCHILD:  Great.  Thank 1 



you.   2 



  COMMISSIONER DOUGLAS:  Okay, well, I’ll 3 



move approval of Item 11.  4 



  COMMISSIONER SCOTT:  Second.  5 



  CHAIRMAN WEISENMILLER:  All those in 6 



favor?  7 



  (Ayes.)  This item also passes 8 



unanimously.  9 



  CHAIRMAN WEISENMILLER:  Let’s go on to 10 



12, California Employment Development Department.  11 



And this is an Amendment to Interagency Agreement 12 



600-08-008, Augment Funds by $950,000, and this 13 



is also ARFVTP funding. Dave Nichols, please.   14 



  MR. NICHOLS:  Good afternoon, 15 



Commissioners.  My name is David Nichols and I’m 16 



with Fuels and Transportation Department, 17 



Workforce Development.  We’re here today as staff 18 



seeking your approval to augment $950,000 in 19 



funding in the second amendment to our agreement.   20 



  We are going to be revising the scope of 21 



work to include a Career Ladders Program, which 22 



is a pilot project to promote career interest in 23 



Alternative Fuels and Vehicle Technologies.   24 



  In addition, we will be funding some 25 
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additional work with the RICO program, the 1 



Regional Industry Clusters of Opportunity, and 2 



Labor Market Information Division.  Included in 3 



those funds will also be, after the Career 4 



Ladders Program project, will be an 5 



implementation of that program.  This is coming 6 



into the closing time of our contract over the 7 



next two years with them that was started in 8 



2009, and this is a program that we feel very 9 



excited about, especially the Career Ladders 10 



Project, to help pre-college students get 11 



involved in the Alternative Fuels Program.   12 



  And staff is seeking your approval for 13 



this.  I am available to answer any questions.  14 



  COMMISSIONER DOUGLAS:  Thank you.  15 



Questions or comments?   16 



  COMMISSIONER SCOTT:  I do have a comment.  17 



I think that this is very exciting, that we have 18 



the opportunity to have students and workers 19 



today, kind of have the opportunity to be trained 20 



in the technologies that are going to help us 21 



transform the transportation sector.  Maybe some 22 



of the folks who have the potential to get 23 



trained in either the Career Ladders Pilot 24 



Project, or in some of the workforce training, 25 
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might get to work at something exciting like the 1 



project that we just approved on Item 11, and so 2 



it’s kind of neat to see these two items 3 



together.   4 



  COMMISSIONER DOUGLAS:  Thank you.  Is 5 



there any public comment?  All right, do we have 6 



a motion?   7 



  COMMISSIONER SCOTT:  I’ll move this item.  8 



  COMMISSIONER HOCHSCHILD:  Second.  9 



  COMMISSIONER DOUGLAS:  All in favor?  10 



  (Ayes.)  The item passes four to zero.  I 11 



suspect when the Chair returns in a moment, we’ll 12 



see if he’d like to add on.   13 



  COMMISSIONER DOUGLAS:  Let’s go on to 14 



Item 13.   15 



  MR. ALDAS:  Good afternoon, 16 



Commissioners.  My name is Rizaldo Aldas, I’m 17 



with the Energy Research and Development Division 18 



and I am here to seek your approval for the 19 



amendment to the agreement with the Sacramento 20 



Municipal Utilities District for the 21 



implementation of Phase 2 of the project, which 22 



this one involves solar energy.   23 



  The project with SMUD is funded by the 24 



DOE’s American Recovery and Investment Act of 25 
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2009, and the PIER Program is providing funding 1 



as a support of ARRA and to leverage that fund 2 



into California.   3 



  The goal of this project is to 4 



demonstrate and deploy renewable energy 5 



technologies with a target capacity of about 5.2 6 



megawatts coming from four different facilities, 7 



one in solar energy, the other is co-digestion of 8 



fats, solids and grease, and liquid food waste, 9 



and then dairy waste from anaerobic digesters.   10 



  The Phase 1 of the project involved the 11 



task or sub-projects that are CEQA-exempt, so 12 



when we presented this project for Business 13 



Meeting approval in May of 2012, it was expected 14 



that it will be coming back for another Business 15 



Meeting to seek your approval once that CEQA had 16 



been completed.  And in May of this year, 2013, 17 



the City of Sacramento approved the project along 18 



with the adopted and mitigated Negative 19 



Declaration that was adopted earlier and filed 20 



during this determination.   21 



  The staff recently got those documents, 22 



we reviewed along with our legal staff, and we 23 



concurred we found them adequate, and so with 24 



that, the solar energy component is ready to move 25 
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forward with your approval.   1 



  The solar energy project will be located 2 



in the Southwest Landing Parking 28th Street 3 



Landfill, with a capacity of 1.4 megawatt and to 4 



be developed and operated by the company Conergy 5 



under a lease agreement with the City of 6 



Sacramento.  I am ready to answer any questions 7 



you may have.   8 



  CHAIRMAN WEISENMILLER:  Thank you.  9 



First, for the record, would you add my vote as a 10 



yes on Item 12?  Thank you.  Okay, Commissioners, 11 



any questions or comments?  Is there anyone from 12 



SMUD on the line, I guess, is the other question.  13 



  COMMISSIONER HOCHSCHILD:  I was just 14 



wondering what the cost is.  It says it’s 15 



exceeded $5 million?  It doesn’t say what our 16 



contribution is.  17 



  MR. ALDAS:  The funding from the 18 



Department of Energy for the overall project, 19 



from all those facilities, is $5.05 million and 20 



the PIER funding is providing $500,000.  That was 21 



approved in 2012, so in this amendment we are not 22 



going to ask any new funding or any changes in 23 



the terms.  24 



  COMMISSIONER HOCHSCHILD:  Got it, okay.  25 
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Thank you.  1 



  CHAIRMAN WEISENMILLER:  Anyone from SMUD 2 



on line or here?  Commissioners, any other 3 



questions or comments?   4 



  COMMISSIONER HOCHSCHILD:  I would move 5 



the item.  6 



  COMMISSIONER MCALLISTER:  I’ll second.  7 



  CHAIRMAN WEISENMILLER:  Okay.  The item 8 



has been moved and seconded.  What is your vote?  9 



  (Ayes.)  This item also passes 10 



unanimously.   11 



  CHAIRMAN WEISENMILLER:  Let’s go on to 12 



14.  Alternative Energy Systems Consulting, Inc.  13 



And this is Contract 500-13003 and this is 14 



$450,000, and this is RRTF funding, and James 15 



Folkman, please.  16 



  MR. FOLKMAN:  Thank you very much.  Good 17 



afternoon, Chair Weisenmiller and Commissioners.  18 



My name is Jim Folkman of the Renewable Energy 19 



Division.  Energy Commission staff is seeking 20 



possible approval of a contract with Alternative 21 



Energy Systems Consulting, known as AESC, for 22 



$450,000, to provide technical assistance for 23 



Senate Bill 1, Eligible Solar Equipment Lists.  24 



Senate Bill 1, also known as SB1, requires the 25 
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California Energy Commission to establish and 1 



maintain eligible criteria and conditions for 2 



incentives in rating standards to qualify for 3 



ratepayer funded solar energy incentives.  As 4 



required by SB1, and in order to implement the 5 



new Solar Homes Partnership, the Energy 6 



Commission maintains lists of Solar Voltaic 7 



Modules, lists of Inverters, lists of System 8 



Performance Meters, and lists of other Solar 9 



Electric Generating technologies.   10 



  These lists are used to help determine 11 



what equipment should be considered eligible to 12 



receive incentives through the California Solar 13 



Programs.  These programs included NSHP, the 14 



California Solar Initiative, and California 15 



Publicly Owned Utilities Solar Programs.     16 



  Approval of this contract with AESC will 17 



assist the Energy Commission in maintaining its 18 



list of eligible equipment required by SB1.  AESC 19 



was identified through Competitive Bid process 20 



and is a qualified contractor to provide the 21 



needed technical assistance to the Energy 22 



Commission.  The approval of this agreement with 23 



AESC will facilitate the Energy Commission’s 24 



ability to continue the successful implementation 25 
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of NSHP, and will assist Energy Commission to 1 



continue fulfilling its SB1 mandate to establish 2 



and maintain eligibility criteria for 3 



California’s solar electric incentive programs.   4 



  I’d like to thank you for your time and 5 



consideration and ask you if there are any 6 



questions.   7 



  COMMISSIONER MCALLISTER:  I’m wondering, 8 



AESC, do they have a representative here?   9 



  MR. FOLKMAN:  I’m not sure.  Maybe 10 



they’re going to be here or possibly on the 11 



phone, but I don’t know if they’re here.   12 



  COMMISSIONER MCALLISTER:  Okay, nobody on 13 



the phone.  I just wanted to point out what a 14 



terrific resource this is because, you know, it 15 



turns out people across the nation use this list, 16 



little did we know, that we developed for our 17 



programs here in California, and it’s not an 18 



insignificant list, and I think there’s actually 19 



a lot of – you know, the folks at Department of 20 



Energy are aware of this thing, and I think the 21 



Energy Commission has really taken on leadership 22 



in this area, that’s terrific.  At the same time, 23 



it would be nice to sort of share the wealth over 24 



time and sort of make it -- if it is indeed a 25 
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national resource, maybe there’s a pathway to 1 



make it explicitly a national resource.  But for 2 



the moment, I’m really happy that the Renewables 3 



Division has put forward on this and certainly 4 



have confidence that the contractor will do a 5 



good job obviously with your oversight.  6 



  MR. FOLKMAN:  Thank you.  7 



  CHAIRMAN WEISENMILLER:  This may be a 8 



good job for NREL.   9 



  COMMISSIONER MCALLISTER:  NREL actually, 10 



you know, refers to it quite often.   11 



  COMMISSIONER HOCHSCHILD:  Mr. Chairman, 12 



if I could just add that I agree with 13 



Commissioner McAllister, it is actually a 14 



national resource and is very important.  One of 15 



the things I’m personally very concerned about 16 



going forward is consumer protection.  If you 17 



look back in the solar industry in California, 18 



you know, what happened in the early 1980’s with 19 



solar thermal systems that were deployed, very 20 



poorly built in a number of cases, and when they 21 



failed, it really stained the entire industry for 22 



decades.  And actually beyond just solar thermal, 23 



but also PV, I think, really suffered from that.  24 



So it will really undermine our success long term 25 
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with renewables if we have failures of equipment.  1 



And now that we’re at the sunset of the SB1 2 



program, you know, I guess the question I would 3 



maybe pose to the Executive Director to maybe 4 



come back to us with some thoughts on is, how do 5 



we -- so there’s no leverage basically to require 6 



this high quality equipment to be used once the 7 



incentive is gone, right?  And I’m just 8 



wondering, you know, looking ahead and ensuring 9 



we can use this resource going forward, what 10 



steps we ought to be considering as a state, for 11 



example, make a condition of interconnection or 12 



net metering, rather than just the incentive 13 



payment, right?  So that’s kind of a question on 14 



my mind.  How do we keep a high level of consumer 15 



protection for equipment quality?  16 



  CHAIRMAN WEISENMILLER:  Yeah, that’s a 17 



very good topic.  I mean, one of the more hidden 18 



parts of my resume was my work on solar thermal 19 



in the first Brown Administration, and yeah, it’s 20 



really important, it’s one of the things which I 21 



think most people up on the dais are aware, we 22 



really stepped up the compliance effort with 23 



Kourtney Vaccaro and Commissioner Douglas really 24 



helping everywhere on compliance.  And so 25 
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certainly we want to be tough, but fair, but the 1 



basic message -- as you say, it’s even worse when 2 



you look at it and say these are conditions for 3 



programs, which if they go away, what happens 4 



next?  But certainly the basic message is on, 5 



where we have programs, New Solar Homes or 6 



whatever, basic message is, yeah, we’re going to 7 



be tough, but fair, to make sure that consumers 8 



are protected.  Rob, do you have ideas, or is 9 



this something where you and Kourtney and 10 



Commissioner Douglas may want to have a 11 



conversation and come back to us later?  12 



  MR. OGLESBY:  Let me just add at this 13 



point, yes, but let me add at this point I think 14 



this even can be framed in a larger issue because 15 



consumer protection issues, both in terms of not 16 



only the technology itself, but the performance 17 



of those in the marketplace, particularly related 18 



to warranties and things like that, might also be 19 



added to this conversation, might be brought to 20 



you as Lead Commissioner and developed and 21 



workshopped.   22 



  COMMISSIONER MCALLISTER:  I wanted to 23 



just ask on that, I totally agree, and I also 24 



feel like to the extent that we run some kind of 25 
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program, that we can help think about the policy 1 



issues, but really this is an interagency 2 



discussion about consumer protection to the 3 



extent that local POUs and IOUs do 4 



interconnection and work with their customers, 5 



and there are some sort of moments of incidents 6 



in the marketplace where there is some influence, 7 



whether that’s a rebate program, or some other 8 



place like interconnection as you suggest, I 9 



think really is sort of a market management 10 



discussion that’s even beyond these walls.  And 11 



to the extent that we keep the list, we must be 12 



involved there and we have responsibility for 13 



that piece.  But there are a lot of other 14 



stakeholders here that I think also are going to 15 



at least need to be consulted and the agencies 16 



kind of have a little bit of a matrix discussion 17 



about what that looks like in practice because we 18 



all are concerned about, as you point out, 19 



consumer protection, I mean, it is something that 20 



we sort of don’t put as a top priority at our 21 



peril.   22 



  COMMISSIONER DOUGLAS:  I’ll just say 23 



briefly that I agree, this is a really important 24 



issue and a broader issue, and one that’s worth 25 
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following up on.   1 



  COMMISSIONER MCALLISTER:  So I will move 2 



Item 14.   3 



  COMMISSIONER HOCHSCHILD:  Second.  4 



  CHAIRMAN WEISENMILLER:  All those in 5 



favor? 6 



  (Ayes.)  This item also passes 7 



unanimously.   8 



  CHAIRMAN WEISENMILLER:  Let’s go on to 9 



Item 15.  Trustees of the California State 10 



University, Possible approval of the 12 highest 11 



grant ranking applications totaling $1,135,862.  12 



PIER funding.  Raquel Kravitz, please.   13 



  MS. KRAVITZ:  Good afternoon, 14 



Commissioners.  My name is Raquel Kravitz from 15 



the Energy Research and Development Division for 16 



the Energy Innovation Small Grants Program, 17 



commonly known as EISG.  Staff seeks approval for 18 



funding the 12 highest grant applications 19 



totaling $1,135,862 from the Public Interest 20 



Energy Research Program, EISG Solicitation 1302.  21 



There are two projects totaling $190,000 under 22 



Transportation-Electric, one project totaling 23 



$94,407 under Transportation-Natural Gas, three 24 



projects totaling $285,000 under Natural Gas, and 25 
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six projects totaling $566,455 under Electricity.   1 



  These grants were selected and capped at 2 



$95,000.  So let me give you a little bit of a 3 



background on the process for this program.  Each 4 



solicitation goes through multiple levels of 5 



review; first, it goes through an administrative 6 



review, then goes through a technical review.  7 



After the technical review, it goes through a 8 



program technical review where the program 9 



technical review will recommend projects to the 10 



Energy Commission for funding.   11 



  For Solicitation 1302, here is the 12 



breakdown:  so there were 42 grant applications 13 



that were received for consideration, from that 14 



42, there are 25 that passed the initial 15 



screening that advanced to technical review, and 16 



from the 25, there are 20 that exceeded the 17 



required score and the technical review that 18 



moved to program technical review.  From the 19 



program technical review board meeting, there are 20 



12 proposals that are being recommended for 21 



funding.   22 



  So out of the 12 proposals, here is the 23 



breakdown with respect to PIER R&D research 24 



areas:  So the six grants in Electricity, there 25 
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are two in building and use technology, there are 1 



four in renewable technologies, and the three 2 



projects in natural gas, there’s one in natural 3 



gas energy efficiency and two in renewable 4 



technologies.  The two projects under 5 



Transportation Electricity, there’s one in 6 



electric vehicle grid integration, and the other 7 



in electric vehicle battery management and 8 



technology.  The one project for natural gas is 9 



in vehicle technology.   10 



  I will be more than happy to answer any 11 



questions that you may have about the EISG 12 



program or any of the 12 projects that are being 13 



recommended for funding.  And in the audience 14 



today, we have Mr. Huang, one of the recipients 15 



under Item 15(C)(2) on the agenda, who would like 16 



to speak.   17 



  CHAIRMAN WEISENMILLER:  Thank you very 18 



much.  Mr. Huang, why don’t you come up and 19 



speak?  20 



  MR. HUANG:  Good afternoon, 21 



Commissioners.  My name is Lee Huang.  I’m with 22 



Eneron, Inc.  We are a company that produces 23 



energy efficient equipment for commercial 24 



kitchens.  As you know, commercial kitchens are a 25 
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place where energy use is very intense.  It’s 1 



three or four times intense use compared to the 2 



other area of the commercial building.  And 3 



therefore we have our efforts in improved 4 



efficiency in the commercial kitchen.  And the 5 



first quarter we have is the Turbopot and would 6 



like to thank you for supporting the rebate 7 



program from SoCal Gas giving on the Turbopot 8 



last year, and which is the pioneer program that 9 



rebates on pots and pans in your kitchen.  So 10 



that program has started to have other utilities 11 



in the country to provide the rebates on the 12 



turbopot, as well, and then we started good 13 



market directions, and now the Turbopot is 14 



reducing tens of millions pounds of CO2 emissions 15 



in the country.   16 



  In the process of promoting the Turbopot, 17 



we come across different innovative ideas and 18 



this is where the Innovative Small Grant Program 19 



can come in to help out because, with a small 20 



company, we have limited resources.  And with the 21 



program’s support, we will be able to engage the 22 



innovative idea early on and we will be able to 23 



put that in practice and to save energy use in 24 



California and later on in the nation, or in the 25 
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whole world.  So thank you again for the chance 1 



to work with you on the Innovation Small 2 



Programs.   3 



  CHAIRMAN WEISENMILLER:  Thank you.  4 



Thanks for being here.  Certainly this program 5 



has had a great record.  I think maybe you’ve 6 



seen Jim Sweeney’s backup on this in terms of 7 



what it’s done, in terms of really taking these 8 



dollars and leveraging them with additional 9 



dollars, and ultimately jobs.  So, again, it’s 10 



really been one of our home runs in the R&D area.  11 



Commissioners, do you have any questions or 12 



comments on these items?   13 



  COMMISSIONER DOUGLAS:  No, just to say 14 



that it’s always nice to see these items come 15 



forward because this is a very exciting part of 16 



the R&D Program.  So I will move approval of Item 17 



15, then.  18 



  COMMISSIONER SCOTT:  Second.  19 



  CHAIRMAN WEISENMILLER:  All those in 20 



favor?  21 



  (Ayes.)  Great.  This has been approved 22 



unanimously.  Thank you for your efforts.   23 



  CHAIRMAN WEISENMILLER:  Okay, so we saved 24 



the best for last.  Let’s take up the California 25 
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Energy Demand, 2014 to 2024 Final Forecast.  And 1 



this is Chris.  Some last minute issues have come 2 



up –- I’m trying to remember if it was Friday or 3 



Saturday -- so I’ve been encouraging Chris and 4 



the utilities to try to work through the issues.  5 



So there’s been, with all the other issues, an 6 



opportunity to make some progress on that while 7 



we were dealing with the rest of the agenda.  8 



Please, Chris.  9 



  DR. KAVALEC:  Good afternoon.  I’m Chris 10 



Kavalec from the Demand Analysis Office.  And I’m 11 



here to propose adoption of the 2014 to 2024 12 



California Energy Demand Electricity and Natural 13 



Gas Forecast for California, or CED 2013 for 14 



short.  I’m going to make a brief presentation 15 



and just touch on the forecasting process, show 16 



some high level results, and then talk about 17 



additional achievable energy efficiency, and 18 



adjusting the forecast based on those savings.   19 



  So why do we do a forecast?  We provide 20 



outputs for electricity sales, consumption, peak 21 



demand, energy for load, as well as natural gas 22 



demand for various venues as listed here.  The 23 



first three of these, the Long Term Procurement 24 



Process, Transmission Planning Process, and 25 
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Resource Adequacy, their latest cycles are just 1 



getting started, so our forecast is just in time 2 



to be used by those three processes.   3 



  Energy Efficiency Potentials Studies done 4 



by the CPUC use our forecast as a reference point 5 



against which to measure efficiency potential 6 



savings, and it’s sort of a reality check 7 



comparing our forecasts for consumption at the 8 



end-use level with end-use savings predicted by 9 



the Potentials Study.   10 



  Renewables planning, of course, our sales 11 



forecasts are used to set renewables 12 



requirements.  Others include, for example, 13 



CARB’s AB 32 analysis that uses our forecast as a 14 



baseline.  And other internal studies to the 15 



Commission, like infrastructure requirements that 16 



use our forecast.   17 



  Okay, how did we get here?  This process 18 



started more than a year ago with a workshop that 19 



we had on demand forms where we’re requesting 20 



certain specific data from the utilities to help 21 



our forecasts, through four more workshops, 22 



ending with a revised forecast workshop we had in 23 



October.  We have continued to convene the Demand 24 



Analysis Working Group, or DAWG, and the main 25 
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issue of discussion in this last cycle was the 1 



Additional Achievable Energy Efficiency and 2 



Efficiency Potential Studies.   3 



  To sort of vet the Additional Achievable 4 



Energy Efficiency work, a committee composed of 5 



upper management of the three agencies was 6 



developed, called the Joint Agencies Steering 7 



Committee, or JASC, and they vetted and helped 8 



recommend the Additional Achievable Energy 9 



Efficiency Scenarios that we ended up using in 10 



the forecast.   11 



  We are in the midst of discussions with 12 



the CPUC and ISO on ways to better align the LTTP 13 



Transmission Planning and the IEPR forecasting 14 



processes.  One of the things that has come out 15 



of that is we have tentatively agreed to provide 16 



a forecast update every year because that helps 17 



especially the transmission planning process, 18 



because they’re stuck sometimes using a forecast 19 



that’s more than a year old.  This wouldn’t be a 20 



full forecast, but a forecast update.   21 



  Other stakeholder discussions, less 22 



formal discussions on topics like Demand Response 23 



and Weather Normalization, and speaking of 24 



Weather Normalization, there is a remaining issue 25 
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that hasn’t yet been resolved, and we are going 1 



to refine our Peak Demand Forecast for PG&E and 2 



Southern California Edison based on discussions 3 



we’ve had in the last week or so related to 4 



Weather Normalization.  And when I say “Weather 5 



Normalization,” we’re talking about taking an 6 



actual peak in a given historic year and 7 



converting that peak to what the peak would be in 8 



the “average” weather year.   9 



  So the discussions have had to do with 10 



Weather Normalization and also there is a 11 



potential data discrepancy between the hourly 12 



loads that we get from Cal ISO to develop our 13 



peak forecast and what Southern California has 14 



for the same thing.  In the case of PG&E, we’ve 15 



already made the refinement, we have reconciled 16 



our forecast with PG&E.  And what that means is 17 



that PG&E’s peak demand forecast will be 18 



increased by a little bit, by around 300 19 



megawatts.  And that came about through a change 20 



in one of the assumptions we make for Weather 21 



Normalization and the number of years that we use 22 



to develop “average weather.”  In the past, we 23 



have used 60 years for PG&E, and we reduced that 24 



to 30 years, recognizing that with climate 25 
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change, the last 30 years of weather may be more 1 



representative of today’s and the near future’s 2 



weather compared to 60 years.   3 



  In the case of Southern California 4 



Edison, we have, as I said, a Weather 5 



Normalization issue, and we have been discussing 6 



that with Southern California Edison today, and 7 



we think we can come to a fairly quick resolution 8 



on Weather Normalization techniques that we’ll 9 



both be happy with in the next few days.   10 



  The other issue is a little bit more 11 



serious and that’s a difference between the 12 



California ISO’s load data and Edison’s load 13 



data.  And it’s again through meetings we’ve had 14 



today, we’ve narrowed that down to a couple of 15 



possibilities, the first is where the load gets 16 



measured, the take-out point of the load, and the 17 



second is the definition that CAISO uses for 18 



Southern California Edison Transmission Access 19 



Charge Planning Area versus what Southern 20 



California Edison uses.  We think it’s one of 21 



those two possibilities, and we’re working very 22 



hard to reconcile the differences and determine 23 



what the proper loads are to use for 2013 Weather 24 



Normalized Load.  And we will hopefully have that 25 
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resolved, along with the Weather Normalization 1 



issue, within the next week.   2 



  Okay, so in our forecasts, we incorporate 3 



all relevant policy initiatives listed here, 4 



efficiency through standards and programs, 5 



distributed generation, incentive programs.  In 6 



this forecast, unlike the 2011 forecast, we 7 



included additional demand response from pricing 8 



programs.  We agreed together with CPUC and with 9 



CAISO that pricing programs are more appropriate 10 



to incorporate on the demand side, rather than 11 



the supply side just because of the way these 12 



resource studies are done.   13 



  Electric Vehicles and Electrification, we 14 



work closely with Air Resources Board to develop 15 



a likely compliance scenario that goes into our 16 



forecast.  And in general, we think of our 17 



forecast as a way of measuring progress toward 18 



statewide goals related to efficiency and so on, 19 



rather than assuming goals are met within our 20 



forecast.   21 



  So for example, we have SB1 goals for 22 



photovoltaic adoption; rather than assume those 23 



goals are met, we actually attempt to predict the 24 



amount of photovoltaic adoption within our 25 
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forecast.   1 



  Now, from forecast to forecast, we try 2 



and improve our methods and of course update our 3 



inputs, and here are some of the changes we made 4 



compared to the 2011 forecast: Recent Efficiency 5 



Programs and Standards, including 2013-2014 IOU 6 



programs that were not in our previous forecast; 7 



High Speed Rail and other Electrification, 8 



meaning at the Ports, that were not included in 9 



our previous forecast.   10 



  In an effort to provide more disaggregate 11 



results for our forecast, so that the forecast is 12 



more useful to those that use it, we have 13 



provided results at a more disaggregate level at 14 



the Climate Zone level, compared to previous 15 



forecasts which provide results at the planning 16 



area level.  So the difference is, for example, 17 



PG&E is a planning area, but it’s composed of 18 



five different climate zones, so we’re providing 19 



results at the Climate Zone level, not just the 20 



planning area level.   21 



  Additional Demand Response, as I 22 



mentioned, we’ve revamped our industrial model 23 



and added a model to predict commercial 24 



photovoltaic adoptions that we didn’t have in the 25 
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previous forecast.   1 



  In the previous forecast, we incorporated 2 



the potential impacts of climate change on peak 3 



demand; for this forecast, we’ve added potential 4 



climate change impacts on electricity and natural 5 



gas consumption through changes in degree days --6 



heating degree days and cooling degree days.   7 



  And of course, which I’ll talk about in a 8 



minute a little bit more, Additional Achievable 9 



Efficiency Savings, unlike past forecasts, is 10 



actually embedded in our forecast this time.   11 



  Okay, a couple slides on high level 12 



results at the statewide level: this is 13 



electricity consumption in gigawatt hours for the 14 



state as a whole.  You’ll see the three scenarios 15 



here, the Low, Mid, and High scenarios and, in 16 



red, with the diamonds, mid-forecasts from 2011.  17 



And the basic story here is that we’re starting 18 



out at a lower level compared to the previous 19 



forecasts for roughly 2012 through 2014.  And the 20 



reasons for that is, 1) economic growth was not 21 



as high as had been predicted in the 2011 22 



forecast, and in addition we have new efficiency 23 



initiatives, efficiency programs for both the 24 



IOUs and the POUs.   25 
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  After that point there, you see in the 1 



High demand case the green line goes above the 2 



previous Mid case by 2016 or so, and comparing 3 



the two Mid cases, the new Mid case stays below 4 



the old Mid case because we have additional 5 



efficiency coming on and having an effect later 6 



in the forecast period through Title 24 and 7 



Battery Charger standards.  And in addition, the 8 



population growth is predicted to be a little bit 9 



lower than it was in 2011.  Absent those two 10 



things, the new Mid-case forecast would have 11 



caught up to the old Mid-case forecast by the end 12 



of the forecast period.   13 



  Same basic story with peak demand, the 14 



new Mid case stays below the old Mid case 15 



throughout the forecast period because of 16 



additional efficiency and lower population growth 17 



and, in addition, as I mentioned, more Demand 18 



Response impacts compared to what we had in 2011.   19 



  Natural Gas Consumption, you will notice 20 



that the new forecasts are significantly below 21 



the Mid case from the 2011 forecast, and that’s 22 



happening because we have higher projected 23 



natural gas prices in this forecast.  We have 24 



additional efficiency that affects natural gas, 25 
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as well as electricity standards and programs.  1 



And also, natural gas demand is reduced slightly 2 



because of the incorporation of climate change, 3 



meaning less heating degree days, and therefore 4 



less heating demand for natural gas.   5 



  Okay, so that is our baseline.  And going 6 



to the Additional Achievable Energy Efficiency 7 



and the adjustment of that forecast, first, what 8 



is AAEE?  We define that as incremental to 9 



committed savings == let me back up a minute.  10 



What I showed in these three graphs here is our 11 



baseline forecast, okay?  That means the forecast 12 



only includes committed efficiency savings.  13 



Efficiency savings from initiatives that have 14 



been finalized and funded and have a specific 15 



program plan.   16 



  I’m now talking about additional 17 



efficiency, Additional Achievable Energy 18 



Efficiency that’s not part of the baseline 19 



forecast.  So we define that as incremental to 20 



the committed savings in the baseline forecast 21 



that I just showed you.  We developed this with 22 



the help of Navigant and their PGT Model.  These 23 



savings apply only to IOU service territories, we 24 



don’t have AAEE savings for the POUs.  And 25 
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through DAWG discussions and the JASC, as I 1 



mentioned, the Joint Agency Steering Committee, 2 



we developed five different scenarios for 3 



electricity and natural gas consumption and peak, 4 



so we have a Low case for AAEE savings, then 5 



three Mid cases, what we call the Low-Mid, the 6 



Mid, and the High Mid, and then one additional 7 



High case.     8 



  And the goal of all this incorporating 9 



these AAEE savings is to provide adjusted 10 



forecasts for the IOUs as options for a planning 11 



forecast.   12 



  So this graph shows the impact of the Mid 13 



case for peak demand for the IOUs combined, of 14 



applying the three different AAEE Mid cases.  So 15 



the top line shows the baseline forecast for Peak 16 



Demand for the IOUs combined, the red line below 17 



that shows the impact of incorporating the Low 18 



Mid AAEE savings, the line below that is the 19 



baseline adjusted by the Mid AAEE savings, and 20 



finally, the black line at the bottom is the 21 



baseline adjusted by the High Mid AAEE savings.   22 



  And to show the full range of results 23 



when you incorporate Adjusted Achievable Energy 24 



Efficiency, this graph shows the three baseline 25 
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demand scenarios adjusted by a different AAEE 1 



scenario.  So the top line shows our High demand 2 



forecast adjusted by the Low level of AAEE 3 



savings, the line in the middle shows the Mid 4 



demand forecast adjusted by the Mid AAEE, and 5 



corresponds to one of the lines in the previous 6 



slide, and the bottom line is the Low demand 7 



scenario adjusted by the High AAEE savings.   8 



  Now this could have been done 9 



differently, you can make the case that, for 10 



example, with High demand, the economy is 11 



chugging along and there will be more efficiency 12 



savings, and vice versa for the low, but if you 13 



reverse that, you end up with three scenarios 14 



that meet at almost exactly the same point by the 15 



end of the forecast period, so you don’t have any 16 



spread or range.   17 



  Okay, I’ll ask the dais now if you want 18 



to stop and consider adoption before we talk 19 



about next steps.  Or should I run through my 20 



last two slides here?  21 



  CHAIRMAN WEISENMILLER:  Why don’t you go 22 



through your last two slides, then we’ll take 23 



comments, and then we’ll go from there.  24 



  DR. KAVALEC:  Okay.  So what I presented 25 
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today and what is up for adoption are a set of 1 



scenarios, both baseline and AAEE, and what we 2 



want to do is narrow those possibilities down to 3 



a single forecast or possibly two forecasts, to 4 



use for planning purposes.  And we want to do 5 



that by incorporating stakeholder comments, 6 



either written or provided today at this Business 7 



Meeting, and these recommendations will be taken 8 



into account by the joint agencies and I believe 9 



next week a decision will be made on a planning 10 



forecast.   11 



  And the two questions posed are these: we 12 



would like stakeholders to recommend a preferred 13 



combination of base case and AAEE scenarios to 14 



use for planning purposes; and another question, 15 



is it feasible to you to use possibly two 16 



different planning forecasts for different 17 



purposes?  For example, one set of forecasts, 18 



baseline and AAEE, for system wide planning and a 19 



different planning forecast with maybe more 20 



conservative assumptions for AAEE for more 21 



localized analyses, recognizing the higher level 22 



of uncertainty in terms of the effect of 23 



efficiency savings as you get more and more 24 



granular in your geography.   25 
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  CHAIRMAN WEISENMILLER:  Chris, if you can 1 



just leave that set up, we’re going to deal with 2 



the two issues separately, but I want to make 3 



sure that you covered everything.  And so, at 4 



this stage, let’s go to stakeholder comments and 5 



let’s start with the NRDC.   6 



  MS. STAMAS:  Good afternoon, 7 



Commissioners.  My name is Maria Stamas, I work 8 



for the Energy Program at the Natural Resources 9 



Defense Council.  And I wanted to thank the 10 



Commission for the opportunity to comment on 11 



those final forecasts today and for making some 12 



important improvements from previous forecasts.  13 



I also would like to thank the Commission 14 



specifically for including Additional Achievable 15 



Energy Efficiency in the final forecast, and we 16 



really appreciate staff’s work in developing 17 



those estimates.  We’re also appreciative to the 18 



Commission for disaggregating results so they can 19 



be used more easily in resource planning 20 



processes.   21 



  So my comments today will cover our 22 



recommendations on adopting a single California 23 



system forecast.  I’ll discuss our recommended 24 



pairings of forecasts and also the importance of 25 
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including energy savings from publicly owned 1 



utilities and estimates of Additional Achievable 2 



Energy Efficiency.    3 



  So to start, NRDC strongly recommends 4 



that the Commission adopt a single California 5 



System Forecast that can be used for system 6 



resource planning.  Any possible modifications to 7 



these forecasts can occur in over venues as 8 



necessary for local resource planning processes.   9 



  Our recommendations on pairing Forecasts 10 



are as follows:  We strongly recommend that if 11 



the Commission adopt a Mid baseline forecast, 12 



that it adopt at the minimum the Mid Additional 13 



Achievable Energy Efficiency Forecast because it 14 



is already an extremely conservative estimate.  15 



For example, it assumes no future adoption of 16 



Federal Appliance Efficiency Standards, including 17 



three that the Department of Energy already 18 



adopted this year.   19 



  As for other pairings, if the Commission 20 



adopts a High baseline forecast, it should pair 21 



it with a High Additional Achievable Energy 22 



Efficiency Forecast, and vice versa, if it adopts 23 



a Low baseline forecast, it should adopt the 24 



corresponding Low Additional Achievable Energy 25 
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Efficiency Forecast, the reason being because 1 



more energy savings are reasonably expected to 2 



occur with high economic growth, and vice versa.  3 



  Overall, under any scenario, we recommend 4 



that the Commission include all reasonably 5 



expected to occur energy savings because failing 6 



to do so risks the possibility of over-7 



procurement of unnecessary power plants.   8 



  And to conclude, we urge the Commission 9 



to include all reasonably expected energy savings 10 



from publicly owned utilities in the estimates of 11 



Additional Achievable Energy Efficiency, instead 12 



of the current estimate of zero savings from 13 



future programs post-2013.   14 



  Thank you for considering our 15 



recommendations and again for the opportunity to 16 



speak here today.  17 



  CHAIRMAN WEISENMILLER:  Well, thank you 18 



for being here.  I certainly thank NRDC for its 19 



assistance to us in this area.  Let’s go on to 20 



PG&E, Matthew Plummer.   21 



  MR. PLUMMER:  Good afternoon.  Matthew 22 



Plummer, Pacific Gas & Electric Company.  The 23 



forecasts take a tremendous amount of work and I 24 



want to compliment the Commission and staff for 25 
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reaching this milestone.  I also want to thank 1 



staff for their close collaboration and 2 



willingness to consider stakeholder feedback.  3 



Throughout this process, CEC staff has raised a 4 



whole host of technical issues for PG&E, and we 5 



have raised a number for CEC staff, and I think 6 



overall we’ve been able to work through the vast 7 



majority and PG&E is very comfortable with the 8 



range of forecasts that the CEC has produced.   9 



  In terms of recommending the managed 10 



forecast for general energy planning purposes, 11 



the Mid baseline combined with the Mid AAEE match 12 



most closely with what PG&E anticipates system 13 



wide and would be appropriate for system planning 14 



purposes.  However, we do believe that there may 15 



be a need for flexibility in other scenarios.   16 



  A key uncertainty for PG&E is how climate 17 



change will affect energy demand and the peak 18 



demand.  It’s difficult to know whether the one 19 



in five and one in 10 temperature reoccurrence 20 



assumptions in the current forecast are a good 21 



representation of the true reoccurrence interval 22 



temperatures.  That’s just a matter of the 23 



uncertainty of climate change, in general, 24 



something that everyone is grappling with.  So 25 
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for more conservative planning processes, some 1 



combination of a higher demand forecast or lower 2 



AAEE may be appropriate.  And with that, I thank 3 



you for the opportunity to provide comments.  4 



  CHAIRMAN WEISENMILLER:  Thank you.  5 



Thanks to PG&E for being a partner in this.  6 



Manuel Alvarez, Edison.  7 



  MR. ALVAREZ:  I’ll take the liberty and 8 



sit down here.   9 



  CHAIRMAN WEISENMILLER:  Please.   10 



  MR. ALVAREZ:  Good afternoon, 11 



Commissioners.  Manuel Alvarez with Southern 12 



California Edison.  And I actually have with me 13 



our Chief Forecaster who has been working on this 14 



project for the last few years, Honguan Sheng is 15 



very active in this activity, and there’s a 16 



couple of issues that we would like to bring up.  17 



But before we do that, let me just state that we 18 



actually appreciate the work the Commission has 19 



led, Chris Kavalec, particularly.  In terms of 20 



the DAWG work, I think we’ve uncovered a lot of 21 



new issues and still wrestle with how to 22 



incorporate those issues into the forecasts, and 23 



I think it’s a continuing process that we’re 24 



going to go through.  The level of coordination 25 
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that’s taking place, I think is unprecedented in 1 



the Commission’s history, let alone the joint 2 



agency group who is getting together ultimately 3 



and kind of deciding how the forecast is going to 4 



be used and its implications to all the State’s 5 



planning process.  And that is actually why we 6 



consider it so important, to kind of wrestle with 7 



some of the level of detailed questions that we 8 



address in here today.  And so, with that, let me 9 



turn it over to Honguan Sheng and she could 10 



present those items.  Thank you.   11 



  MS. SHENG:  Thank you, Manuel.  My name 12 



is Honguan Sheng.  First, I’d like to thank the 13 



Commissioners for offering the opportunity for us 14 



to make the comments today, and I’d also like to 15 



thank you for providing the level of attention to 16 



the forecasting issues SCE raised over the last 17 



couple days and, you know, the direction you’ve 18 



given to staff to allow us to engage in quick 19 



discussions.  So far, our discussions have been 20 



very meaningful, so we’re very encouraged.   21 



  In addition, I’d like to acknowledge the 22 



level of support we’ve been getting from 23 



Commission forecasting staff, Chris Kavalec, you 24 



know, he and his team have provided due diligence 25 
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effort in supporting SCE forecasting staff to 1 



look into the range of forecasting issues.   2 



  And as Chris Kavalec mentioned earlier, 3 



in the areas of where we find the significant 4 



issues, we agree with Chris that we really feel 5 



confident that SCE will be able to work closely 6 



with both CEC and the CAISO to hopefully quickly 7 



resolve those significant issues within the 8 



rather short time.  So I really hope that the 9 



Commissioners would consider providing the 10 



additional time for us to be able to bring the 11 



resolution and allow the adoption of the 12 



reasonable forecasts for us.   13 



  And we also appreciate the level of 14 



support and commitment we got from both CEC and 15 



the CAISO in terms of addressing these issues in 16 



the relatively quick timeframe.  So we are 17 



confident that we will be able to come to a 18 



recognition of how we will be able to resolve 19 



those issues.  That’s my main comments.   20 



  CHAIRMAN WEISENMILLER:  Thank you.  Any 21 



comments on the questions, or are you going to do 22 



it in writing?  23 



  MR. ALVAREZ:  Well, actually we’re still 24 



kind of wrestling with that because of the 25 
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adjustments we want to make.  Chris mentioned on 1 



the weather and the discussions with ISO.  I 2 



think if we were to start today and go with 3 



existing activity, we would probably be 4 



recommending the High case Low EE potential, but 5 



I think that’s still under discussion right now.  6 



  CHAIRMAN WEISENMILLER:  Okay.  Anyway, if 7 



you can submit comments in writing on that, that 8 



would be good.  So we have -- do you guys have 9 



more?  10 



  MS. SHENG:  So agree with the level of 11 



discrepancy and the significance of the issues we 12 



found.  We hope to resolve most of those issues 13 



before we can make direct comments on the single 14 



managed forecast.  15 



  CHAIRMAN WEISENMILLER:  Okay.  Then, just 16 



in terms of making sure -- Chris hit this, but to 17 



make sure all the Commissioners are aware -- so 18 



I’m trying to remember whether it was Friday or 19 



Saturday, but anyway, we got a heads up from 20 



Edison and PG&E that they had issues with the 21 



forecast and were asking for a delay.  Now, the 22 



forecast feeds into a number of things which 23 



meant I really didn’t want to do a delay, and 24 



with PG&E and Edison, we found one set of issues 25 
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was weather normalization.  We used 60 years plus 1 



and, with climate change, 30 years is more 2 



appropriate.  In fact, the last time we did this, 3 



we used 30 given climate change, and if we use 30 4 



for weather normalization, there’s a lot of other 5 



issues on the technical side, but at least at 6 



that point with PG&E we’re pretty much in 7 



agreement at this point, and with Edison, we 8 



moved closer.   9 



  Now, as we dug into was the issue just 10 



normalization or weather, it turns out there’s a 11 



data question.  We get data from the ISO and they 12 



get data, and you can look at different 13 



definitions of Edison, and we’re not sure that 14 



everything is totally in sync, so as I was 15 



stalling, I was trying to have Edison, my staff, 16 



and the ISO talk to see if we could get through 17 



the data issues today, and unfortunately we 18 



can’t.  But depending upon what definition is 19 



there, the outcome will be either one number or 20 



another number, it’s a simple factual question.  21 



  And so basically, going forward, we have 22 



a resolution which closes up everything but this 23 



one narrow issue, and we’re going to tell people 24 



to come back to us -- we’re going to hold that 25 
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one narrow issue open, and to come back to us at 1 



our next Business Meeting and clarify what the 2 



answer is.  So that’s sort of what all this back 3 



and forth has been, and that’s why I’ve been 4 



adjusting the timing.  But like I said, I think 5 



with the weather normalization, we’ve got a lot 6 



of headaches out of the way, but we have this one 7 



last thing which I couldn’t get done today.  8 



  COMMISSIONER MCALLISTER:  Which is not a 9 



methodological issue.  10 



  CHAIRMAN WEISENMILLER:  It’s not 11 



methodological, it’s simply, again, we got data 12 



from the ISO which, again, using these different 13 



definitions of service territory, depending on 14 



transmission or whatever it is, that we think we 15 



know what it is, and if it is then it should 16 



march in a certain direction easily; and at the 17 



same time, Edison has their data which, again, 18 



some of the data are inconsistent.   19 



  So we just need to understand two 20 



different data sources, potentially different 21 



definitions and we just need to get that 22 



clarified.  And once it’s clarified, everything 23 



is done, period.  So it’s a factual question that 24 



we’re leaving open.   25 
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  But certainly I appreciate the commitment 1 



from Edison, certainly Chris and his team, and 2 



the ISO just to get it done in a timely fashion.  3 



So anyway, that’s that part of the drama.   4 



  MS. SHENG:  So very encouraged the 5 



Commissioners I heard from you throughout today’s 6 



conversation that you would be willing to take 7 



the necessary time to ensure we do the right 8 



thing and not rush things quickly, so very 9 



encouraged also with the support we’re getting 10 



from CEC forecasting staff and CAISO.  And we 11 



definitely hope in the future, we could –-12 



stakeholders –- we could utilize the DAWG forum 13 



to bring more engaged discussion and explore the 14 



best practices in the areas such as weather 15 



normalization and peak forecast.  16 



  CHAIRMAN WEISENMILLER:  Well, certainly 17 



the general topic of weather normalization will 18 



be a great topic for the DAWG to dig into and, 19 



again, I think in resolving this issue, you 20 



basically have until the 19th, and you know, to 21 



get it resolved, otherwise we’re just going to 22 



make our best cut on the information we have in 23 



hand.  So it’s not easy, but again I think we can 24 



get it done by then.  25 
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  MS. SHENG:  Thank you.   1 



  MR. ALVAREZ:  Thank you.  2 



  CHAIRMAN WEISENMILLER:  But again, 3 



certainly the overall topic of normalization, 4 



etc., I mean, I think let’s go on to Sempra and 5 



then we can get back, but this -– the forecast is 6 



one of these things where, as you do it and look 7 



at stuff there’s always issues, I guess is what 8 



I’m saying.  So this is certainly people’s lives, 9 



their careers, and there will always be the next 10 



big topic to dig into, and certainly weather 11 



normalization is a good one for that list for 12 



Chris to get into the DAWG.   13 



  DR. KAVALEC:  Yeah, so our goal is to 14 



come up between us and the utilities, to come up 15 



with a consistent, fundamentally sound method 16 



that we all can use, so this problem doesn’t keep 17 



popping up in the future.   18 



  COMMISSIONER MCALLISTER:  On the other 19 



issue just of data consistency, I guess the Chair 20 



is certainly a long term font of institutional 21 



memory on this from all the different 22 



perspectives that he’s played in forecasting, but 23 



I also certainly would like to think that this 24 



will be, to the extent that we have definitional 25 
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issues coming up at the very end of the forecast 1 



with respect to what areas who is covering, with 2 



what data, it was a little surprising.  And so 3 



that seems like just a foundational definitional 4 



basis for modeling, so I certainly would like to 5 



get that resolved one way or the other and not 6 



have it happen next year at the last minute.  7 



That seems like something that kind of one would 8 



have expected to be unearthed early in the 9 



process, rather than at the last minute, so I 10 



don’t know, it’s opaque to me exactly how that 11 



came up, but I think it was a little surprising.  12 



  CHAIRMAN WEISENMILLER:  Yeah, Amen.  13 



Sempra, I think you’re on the line.   14 



  MR. FRANCO:  Yes, this is Mike Franco 15 



with Sempra Energy Utilities.  I’ll go ahead and 16 



make my comment now, thank you very much.  The 17 



Sempra Energy Utilities appreciate the 18 



opportunity to comment on the final staff report 19 



on the California Energy Demand Forecast in 20 



support of the 2013 IEPR.  The final baseline gas 21 



demand forecast for SoCal Gas and SDG&E Service 22 



Territories appear reasonable.  SE notes that 23 



this gas demand forecast only captures the end 24 



user’s gas demand forecast and does not include 25 
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gas demand for electric generation from gas-fired 1 



plants and combined heat and power units.  2 



Therefore, it does not reflect the total gas 3 



demand either as state wide or utility service 4 



territory level.   5 



  However, the CEC’s electricity analysis 6 



offers and currently develops the gas demand 7 



forecast for electric generation and in future 8 



IEPR proceedings, SE requests that the gas demand 9 



forecast for electric generation be added to the 10 



end user demand forecast to get the total demand 11 



picture.  Thank you very much.  12 



  CHAIRMAN WEISENMILLER:  Thank you.  I 13 



don’t know, Chris, do you want to respond to any 14 



of the questions or comments that came up?  15 



  DR. KAVALEC:  No, I think I’m good.  I 16 



just wanted to mention one last thing, why this 17 



is happening at the last minute like this.   18 



  Based on comments we received after our 19 



October workshop, we agreed to incorporate 2013 20 



actual loads into our forecast, and thereby 21 



update the 2013 peak from a forecast to an 22 



actual, to give us a better forecast, and that 23 



takes time to do and we were just able to finish 24 



that in time to publish the report; so the 25 
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utilities and stakeholders are just seeing our 1 



new peak forecasts in the last week or so.  2 



That’s why these events happened at the last 3 



minute like this.   4 



  CHAIRMAN WEISENMILLER:  Thank you.  Let 5 



me start the conversation a couple ways.  I mean, 6 



first, actually in terms of the career, I would 7 



say that in the ‘70s, before there was an energy 8 



resources program, before LBNL had an energy 9 



program, Art Rosenfeld and the late great Tom 10 



Graff had this notion of doing disaggregated 11 



demand forecasts so that you could see the effect 12 



of energy efficiency.  And so they came to the 13 



Energy Commission and the Energy Commission -- 14 



and that was the first project at LBL to do this, 15 



and somehow Art convinced Dave Goldstein, who was 16 



a Physics graduate student and myself, who was a 17 



Chemistry grad student, to do this, and it may be 18 



because we were the only two crazy enough to 19 



actually take it on, but we did, and did a Proof 20 



of Concept.  So having said that, you know, this 21 



is one of our real stress at this point, but 22 



having said that, again, it’s not easy and I 23 



think the way I’d characterize it is we have made 24 



great strides this year, particularly across the 25 
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agencies, but the work is not done by any means.  1 



In fact, over the next several IEPRs, it’s not 2 



going to get done in terms of getting what we 3 



really want to try to do, and first I really want 4 



to thank our sister agencies, I mean, this came 5 



out of a commitment of President Peevey and 6 



myself and Steve Berberich that the three 7 



agencies were going to work together, try to come 8 



up with common numbers on energy efficiency, and 9 



the work is not done.  I mean, again, let’s be 10 



very clear.  But having said that, certainly 11 



Simon Baker, Heather Sanders, you know, Sylvia, 12 



have been sort of working day and night to try to 13 



move that top commitment down through the 14 



organizations and to deal with the different 15 



vocabulary, different uses, different concepts, 16 



different processes, I mean, it is one of these 17 



things if every time we sort of get a forecast 18 



done we realize that everyone else’s cases have 19 



slid, or either the inputs have slid, or the 20 



outputs or uses have slid, and somehow we’re out 21 



of sync again.  So we still have a lot of work to 22 



do.  Certainly the DAWG has been sort of a 23 



marvelous mechanism to try to work through these 24 



things, you know, the Demand Analysis Working 25 
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Group, but again, that will continue and that’s a 1 



very good forum to keep marching through the 2 



complex issues.  And certainly our staff, I mean, 3 



this is something where the metaphor of it takes 4 



a village, I mean, this takes a real strong unit 5 



to really do this, it’s really demanding, I mean, 6 



this is what we’ve done well for decades and it 7 



really is one of our core strengths, but as we go 8 



forward, there’s always more challenges.  I mean, 9 



this time around, we’ve tried to really look at 10 



the energy efficiency stuff and, frankly, part of 11 



the disappointment this time, I was hoping we 12 



would have more of the E&V stuff to feed in, more 13 



of the program designs nailed down, we don’t.  So 14 



next year presumably we’ll be a lot better off as 15 



we go through the programs, and ultimately I 16 



think we have to look at some of our programs.  17 



We all heard the scary news, people in testimony 18 



this morning about how, in terms of compliance 19 



with our Demand Forecast, is not necessarily rock 20 



solid out in the fields.  I think we’ve all had 21 



that suspicion, but over time we have to 22 



understand what it is, what to really put in the 23 



forecast, and then how to fix the compliance 24 



problems.  So again, it’s sort of a work in 25 
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progress. 1 



  The other areas, this time we have 2 



disaggregated the climate zones.  Ultimately 3 



we’re all looking at greater disaggregation, 4 



certainly local area would help.  This also talks 5 



about do you go down to substations.  Now, 6 



unfortunately if you go to a substation, you will 7 



find yourself trying to project in some cases, 8 



say, what Apple’s load growth is going to be for 9 



that facility, so I don’t think we can quite go 10 



that deep, but again, we definitely need more 11 



disaggregation.  And climate change, I mean, 12 



climate change is huge as we go forward on how to 13 



incorporate that and what we’re doing is sort of 14 



one in 10, still the adverse peak condition?  Or, 15 



you know, are we going to be back to like the 206 16 



type of phenomenon, remember when we had the 17 



spikes?  Certainly, climate change leads us to 18 



climate on steroids.  So it’s a very complicated 19 



job that Chris has, it’s not easy, don’t envy him 20 



for all the headaches he has, certainly a lot of 21 



intellectual challenges, but certainly, again, 22 



bottom line is this has been a good step, it’s 23 



going to take more work next year, and it’s going 24 



to take more work in subsequent years.   25 
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  I appreciate the POUs aren’t fully 1 



integrated into this at this point, but again, I 2 



think as we go forward, we’re all going to have 3 



to continually do the triage on what’s most 4 



important thing to do next and where can we make 5 



more progress as we go forward.  But again, I’m 6 



pretty proud on where we got to on this time, and 7 



certainly want to thank our sister agencies and, 8 



again, certainly our staff for a great job here.  9 



  COMMISSIONER MCALLISTER:  So, yeah, I 10 



agree with all that, I mean, this had not been my 11 



primary base of knowledge before taking on the 12 



IEPR this year and, of course, this is a real 13 



elemental thing for State policy generally, and 14 



certainly a core part of the IEPR each cycle.  15 



And getting to know Sylvia’s team, and Chris, and 16 



working through some of the assumptions, I’m 17 



really kind of getting a much more subtle feel 18 



for what the tradeoffs are with different 19 



decisions and what the inputs are and how they 20 



affect the outcomes of the modeling.   21 



  And again, it leads me to a real, I 22 



think, visceral feeling that the stakeholder 23 



involvement is the lifeblood of this process and 24 



it’s the way we keep it from being a black box 25 
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for the world, and by doing so making sure that 1 



our sister agencies and other key stakeholders 2 



see it as their forum for talking about these 3 



issues, and I think that has to be the path 4 



forward.   5 



  I want to thank Chair Weisenmiller for 6 



really providing, I think, the fearless 7 



leadership on this issue and really holding 8 



everybody to account for getting it done, and 9 



getting it done right, which is not to say there 10 



aren’t lots of questions that remain pending.  11 



Part of approaching these issues in good faith 12 



and with an open mind is also accepting when you 13 



cannot answer a given question in the timeframe 14 



you have, and bouncing it to the next phase, and 15 



I think we’ve done some of that as well.  So to 16 



the extent that I’ll be involved in the future in 17 



forecasting, I’ll do so with a lot of excitement 18 



because I now understand how important this is 19 



for the state, but in any case, I really want to 20 



commend the team for a job well done and not 21 



quite finished, it turns out, but pretty close.  22 



And this IEPR will go into the history books at 23 



some point here in the next few weeks.  And then 24 



I think it’ll be a good foundation for the next 25 
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year.  So thanks very much and I appreciate all 1 



the stakeholder comments here.  And again, I 2 



think lots of reasons why this data issue, in 3 



particular, needs to be resolved and put to bed 4 



sooner, rather than later.  So thanks.  5 



  COMMISSIONER DOUGLAS:  I’ll just join 6 



Commissioner McAllister in thanking the Chair, in 7 



particular, and Commissioner McAllister for 8 



leadership and hard work on the demand forecast 9 



and on the IEPR.  We’ve seen over the past years 10 



really a lot of issues raised about the forecasts 11 



and how it might be done better, how it might 12 



take more factors into account, how it might be 13 



more transparent, how it can really kind of grow 14 



into being the State’s energy forecast and be 15 



used and plugged in in a logical sequence and way 16 



into many other processes at other agencies.  And 17 



we’ve made tremendous progress towards all of 18 



those goals in this cycle and, as I think the 19 



Chair has said, the work is never done.  And of 20 



course there are always issues that need to be 21 



addressed full on in the next cycle, but the 22 



progress here has been really substantial, so I 23 



definitely appreciate that and no doubt we will 24 



resolve our data issue in short order and be able 25 
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to close the books on this forecast.  1 



  CHAIRMAN WEISENMILLER:  I did forget to 2 



mention on the part of the village, the expert 3 



panel has also done a very good job of taking 4 



that outside perspective.  We had some really 5 



leading forecasters that can -- Chris can pick 6 



their brains on some of the tougher issues, 7 



again, I think has made real progress.   8 



  So with that, I’m going to move that we 9 



adopt the California Energy Demand 2014-2024 10 



Final Forecast with modifications identified by 11 



the staff regarding whether normalized peak loads 12 



for Southern California Edison Company, SCE, and 13 



Pacific Gas & Electric Company, provided, 14 



however, that these portions of the forecast that 15 



are affected by the data provided by the Edison 16 



Transmission Charge Area are not included in this 17 



motion, and we’ll continue the remaining portion 18 



of this item until the Business Meeting of 19 



December 19, 2013, which is scheduled to begin at 20 



10:00 a.m.  A notice for that meeting will be 21 



posted in accordance with Government Code Section 22 



11129.   23 



  Now let me ask the Executive Director, I 24 



know the Prop. 39 starts at 10:00 a.m., but I 25 
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thought the rest of the Business Meeting started 1 



at 9:00 a.m. 2 



  MR. OGLESBY:  At the moment, that meeting 3 



starts at 10:00 a.m.  We have no earlier items, 4 



so the question would be, if we could –  5 



  CHAIRMAN WEISENMILLER:  Fine, so it’s at 6 



10:00 a.m.  Okay, so that is the pending motion.   7 



  COMMISSIONER MCALLISTER:  I’ll second.  8 



  CHAIRMAN WEISENMILLER:  All those in 9 



favor?  10 



  (Ayes.)  This motion passes unanimously.  11 



Thank you.  12 



  CHAIRMAN WEISENMILLER:  And again, I want 13 



to reach out and thank Edison for staff for 14 



trying once more just to get this behind us, but 15 



I’m sorry, we’ll see you back again next time.   16 



  Okay, so let’s go on to Minutes.  17 



Possible approval of the November 14th, 2013 18 



Business Meeting Minutes.  19 



  COMMISSIONER DOUGLAS:  Move the Minutes. 20 



  COMMISSIONER SCOTT:  Second.  21 



  CHAIRMAN WEISENMILLER:  All those in 22 



favor?  23 



  (Ayes.)  The Business Meeting Minutes are 24 



approved.   25 
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  COMMISSIONER WEISENMILLER:  Let’s go to 1 



Lead Commissioner or Presiding Member reports.   2 



  COMMISSIONER SCOTT:  So I have two things 3 



for you all.  I went a few weeks ago to one of 4 



the pre-events for the Los Angeles Auto Show, and 5 



that was great, it was organized by Cal ETC and 6 



it was held in the African American Museum down 7 



in the Exposition Park, and it was great.  I sat 8 



on a panel that kind of highlighted the 9 



importance of cleaning up the transportation 10 



sector to meet our climate goals, our clean air 11 



goals, and the public health goals, and so it was 12 



great.  There was a doctor there from the 13 



American Public Health Association, there was me, 14 



and I talked about the Energy Commission and our 15 



role in the Alternative and Renewable Fuel and 16 



Vehicle Technology Program and the role that it 17 



helps play, and then we also had a person from 18 



Cadillac -- the event was also sponsored by 19 



Cadillac who was rolling out their brand new 20 



Electric Vehicle at the auto show, and so they 21 



talked a little bit about Cadillac and how 22 



they’ve embraced Electric Vehicles and have one 23 



that’s ready to sell and ready for people to 24 



drive, and so it was a fun panel to participate 25 
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on.  So that’s something that I’ve been up to.  I 1 



also wanted to let you know, and I think you may 2 



have met her already, but I have been joined by 3 



an Executive Fellow from the Governor’s Program, 4 



it’s the Office of the Governor and the Center 5 



for California Studies at California State 6 



University Sacramento, they’ve got an Executive 7 



Fellows Program, and my fellow is Lauren 8 



Greenwood and she is a graduate of CSU 9 



Sacramento, and she’ll be here through August, 10 



which is fantastic, and part of the program here 11 



is to instill -- I’m going to read it from their 12 



line here, it’s to “instill an appreciation for 13 



public service, develop future public leaders, 14 



and provide valuable resources to the State of 15 



California.”  So I’m delighted to have her join, 16 



so you’ll probably see her following me around to 17 



different things, and she’ll also have some 18 



projects that she takes on, on her own.   19 



  COMMISSIONER MCALLISTER:  You know, I’m 20 



going to make it brief, I’ve already talked a lot 21 



-- a lot of the items today were mine.  So rather 22 



than go hoarse, here pretty soon actually at the 23 



next Business Meeting next week we’ll be talking 24 



about Prop. 39, and I wanted to just commend the 25 
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Executive Director and the team on that in the 1 



Efficiency Division, Marsha Smith and her team, 2 



and my Advisor, Hayes Miranda, who has been my 3 



point on much of that discussion, to get the 4 



Prop. 39 guidelines fleshed out and almost fully 5 



developed and ready to get in front of the 6 



Commission.  I know just lots of stakeholders, a 7 



lot of interest, and rightly so because it’s a 8 



really important initiative for the State.   9 



  We’ve all been working on lots of 10 



different aspects of this and I think, again, 11 



it’s a new program that has unique aspects and 12 



our schools are so important and have so many 13 



issues and needs that they’re trying to juggle.  14 



And we want a program that’s going to work with 15 



their reality.  And so I wanted to just call out 16 



all the progress that we’re making there, it’s 17 



not on this Business Meeting, but will be soon.  18 



And other than that, I think I’ll take a pass an 19 



uncharacteristically be a little less verbose.  20 



  CHAIRMAN WEISENMILLER:  Okay, well, 21 



actually let me first apologize to people because 22 



I should read something just to make sure I get 23 



it right.  So I just want to make sure that when 24 



the PUC –- the PUC had a recent en banc on 25 
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Diversity and I had Jay Dickenson go and read a 1 



statement on my behalf involving EPIC, so, again, 2 



just to make sure that the message really gets 3 



out to everyone the commitment we made, so this 4 



is the statement he read on my behalf:   5 



  “I am dedicated to the Energy Commission, 6 



compliant with the spirit of AB 34,” which was a 7 



Bradford Bill last year.  “We are fortunate we 8 



reside in California, it’s geography, topography, 9 



natural resources, people, are extremely diverse 10 



and perhaps more so than anywhere else on the 11 



earth.  Our Clean Energy Research workforce 12 



should reflect this diversity and provide 13 



benefits to all Californians.  I have directed 14 



our staff to look for a way to continue the 15 



spirit of AB 34, which in the Electricity Program 16 



Investment Charge, EPIC, solicitations target 17 



specific groups, women, minorities, and Disabled 18 



Veterans.  The Energy Commission is committed to 19 



increasing the participation of women, minorities 20 



and Disabled Veterans under EPIC.  To this end, 21 



the Energy Commission can, 1) initiate an 22 



outreach plan to ensure that women, minorities 23 



and Disabled Veterans know about and understand 24 



how to participate in EPIC Program activities, 25 
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especially solicitations for projects, 2) target 1 



particular geographical regions within the state, 2 



for example, energy efficiency retrofits in 3 



economically depressed communities for certain 4 



program activities (job training), 3) Energy 5 



Commission’s proposed EPIC Investment Plan 6 



includes initiatives related to low income 7 



communities, for example, the plan proposes 8 



funding for bioenergy projects that demonstrate 9 



integration of reliability services, net local 10 



air quality benefits, and provide other ratepayer 11 



environmental benefits in the Central Valley, and 12 



other locations of the state, many of which 13 



include large numbers of low income residents, 4) 14 



track, monitor, and report on the participation 15 



of women, minority, and Disabled Veteran-owned 16 



businesses, using the same definitions as the 17 



Investor Owned Utilities use via PUC General 18 



Order 156.  This will allow an apples to apples 19 



comparison for all the EPIC Administrators when 20 



submitting annual reports.  Through these 21 



efforts, I am pleased that the Energy Commission 22 



can meet the spirit of AB 340.”   23 



  The Governor did veto the bill, but, 24 



again, my intent is certainly to comply with the 25 
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spirit and, as we go through the EPIC Plan 1 



rollout, one of the things we are looking at is 2 



to make sure we are meeting that commitment.   3 



  Other things, again, so bottom line, this 4 



is serious, we’re going to do it, we’re going to 5 



track it and we’ll do it.   6 



  And I did with Commissioner Douglas 7 



attend the SEFE Conference this week, it was a 8 



pretty interesting conference, very -- if 9 



anything, the difficulty was there were too many 10 



people there so there was not as much of an 11 



opportunity for everyone to participate or to 12 



catch up with everyone you really wanted to spend 13 



time with there.  But certainly covered a lot of 14 



the issues we’re all struggling with in that sort 15 



of inimitable SEFE Context.  16 



  Also, I attended an event at the Little 17 



Hoover down at Stanford to discuss, again, some 18 



of the classic issues of how do we deal with 19 



greenhouse gas emissions over the longer term.  20 



So there have been some other things, but that’s 21 



probably enough for now.  22 



  COMMISSIONER DOUGLAS:  Thank you, I think 23 



I’ll pass on my opportunity to offer a report.  24 



For the most part, I think I’ve been sitting in 25 
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my office in various sorts of meetings, except 1 



that I did get out to the SEFE Conference and it 2 



was a really nice opportunity to see people and 3 



very interesting in terms of the agenda.  Thank 4 



you.  5 



  COMMISSIONER HOCHSCHILD:  A couple of 6 



things, first of all, I communicated with the 7 



Chair and a few others, we’re going to be doing 8 



an event next week to remember Nelson Mandela, 9 



who I used to work for in South Africa in 1997 in 10 



the Township in a Youth Program we started, and 11 



Commissioner McAllister also worked in South 12 



Africa when he was President, so we’ll be sharing 13 



some stories and doing a few readings, and my 14 



assistant Kathleen will get that notice out 15 



shortly, tentatively next Thursday.   16 



  A couple updates, I visited – I had a 17 



fascinating visit to Vasco Wind, which is the 18 



repower of Altamont Pass, part of it.  And I 19 



wanted to share this story because it’s quite 20 



impressive.  There were 432 100 kilowatt wind 21 



turbines that got taken down and replaced with 34 22 



2.3 megawatt turbines.  Okay, so you go from 432 23 



turbines to 34 turbines: it tripled the energy 24 



production, and avian mortality reduced 75 25 
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percent.  So I just think that’s a great success 1 



of repowering and how we can actually get more 2 



from the same amount of land at a lower impact, 3 



and a real tribute to the technology.  Also, the 4 



turbines, the new turbines have also gotten 5 



quieter, they do the scalping of the blade, so it 6 



was just a very impressive project to look at.  7 



Nextera gave us a tour of that.   8 



  The other interesting thing, I visited 9 



Opower recently, so for folks who haven’t been 10 



following, this is a company that has now grown 11 



to 500 people, they’re operating in 80 utility 12 



service territories, and it’s all behavior-based 13 



conservation where they provide information to 14 



customers about how you’re doing relative to your 15 



peers on energy consumption, and that effect 16 



alone, which is principally a conservation rather 17 



than an efficiency effect, it’s really a behavior 18 



change, but that effect alone has demonstrated 19 



through a number of independent studies to reduce 20 



energy consumption anywhere between one and a 21 



half and three and a half percent.  So it was 22 



interesting to see that, and they’re growing 23 



quite fast.  They’re headquartered in San 24 



Francisco.  And I guess those are the only two 25 
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that really leap out to me.  Thanks.  1 



  CHAIRMAN WEISENMILLER:  Thank you.  Chief 2 



Counsel’s Report.  3 



  MR. LEVY:  Nothing for you today.  4 



  CHAIRMAN WEISENMILLER:  Executive 5 



Director’s Report?  6 



  MR. OGLESBY:  Just a word or two about 7 



the next Business Meeting on the 19th that starts 8 



at 10:00.  We do have just a couple of very brief 9 



items, one on Consent and one very short item, 10 



and that will add to the continuation of the 11 



forecast, but the bulk of that proceeding is 12 



going to be dedicated to Prop. 39.  13 



  CHAIRMAN WEISENMILLER:  Okay, good.  14 



Public Advisor’s report.  15 



  MS. MATTHEWS:  Good afternoon, just very 16 



briefly, this is Alana Matthews, Public Advisor.  17 



I wanted to make the Commission aware that we are 18 



happy to implement a new procedure for all of the 19 



workshops, basically citing what we’re involved 20 



in, where there are verbal comments sometimes 21 



that get lost, so we are providing laptops when 22 



we attend, and if we are not, we’re asking staff 23 



so that those who make verbal comments have the 24 



opportunity to upload that through our eFiling 25 
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system, and where it’s appropriate, we’ll be 1 



implementing that or at least talking with staff 2 



to make sure that goes across the board.  Thank 3 



you.  4 



  CHAIRMAN WEISENMILLER:  Thank you.  Very 5 



good idea.  Public comment?   6 



  MS. MATTHEWS:  I do have one other item.  7 



I believe that there was a gentleman named Ried 8 



Hitch who had called in earlier with regard to 9 



Item 5 on the Agenda, and there was 10 



miscommunication, so the item had already been 11 



adopted prior to him being able to make a 12 



comment.  During the lunch recess, we were able 13 



to contact and leave a voicemail, and asked him 14 



at least to either call back and make public 15 



comment at this time, or to submit his comment in 16 



writing, so even if he is not here on the phone 17 



now, I wanted the Commission and Chair to know we 18 



did reach out to him.  19 



  CHAIRMAN WEISENMILLER:  Thank you for 20 



doing that.  I appreciate it.   21 



  MR. SPLITT:  Okay, I guess maybe the best 22 



is for last, I don’t know.  It’s Pat Splitt from 23 



App-Tech.  Besides being an energy consultant, I 24 



also design residential hydronic heating and 25 
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space conditioning systems.  And currently two of 1 



the projects I’m working on are either very low 2 



energy, or even some passive house super low 3 



energy homes, or homes that are going at least to 4 



Zero Net Energy by adding PV panels.  And most of 5 



them who do that basically want to do an all= 6 



electric home.  So the type of equipment that 7 



seems to be ideal for many of these situations is 8 



something called an air to water heat pump which 9 



is used in much of the world except right around 10 



here, except just recently, and I have been 11 



trying since December of 2009, four years, to 12 



figure out how to get this equipment listed 13 



correctly in the Appliance Directory so I can 14 



legally have these things installed.  As of 15 



today, I still can’t do it.  The first company 16 



that came to the Commission was Daikin Alltherma, 17 



which is exactly the same equipment, air to water 18 



heat pump, and that was in 2009, they’re still 19 



not listed in the Appliance Directory, there is 20 



no way to do it.  To try to speed this up, I 21 



actually went to a company that makes this 22 



equipment and I got them to test a piece of 23 



equipment, even though the Commission didn’t have 24 



an official way of doing it, to test it to the 25 
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reference standard that is in the Title 24 right 1 



now at a CEC certified testing laboratory, and 2 



all that testing was done last July.  The only 3 



thing that was left to do was they had to upload 4 



the data to the data registry.  To do that, the 5 



Appliance Office requires that a spreadsheet be 6 



filled out and there’s a particular spreadsheet 7 



for each type of equipment, so normally the 8 



certified testing laboratory would move their 9 



data into this spreadsheet, then send the 10 



spreadsheet to the appliance office, and then it 11 



automatically would populate the appliance 12 



directory so nobody could make any mistakes.  13 



Well, they can’t do that because the spreadsheet 14 



doesn’t exist.  And this is just an example that 15 



I’ve been up against for years.  I have equipment 16 



that I want to use.  There are several other 17 



companies now that are trying to find out how 18 



they can get the Appliance Office to list their 19 



equipment, or what they have to do, and the 20 



Appliance Office doesn’t even get back to them.  21 



They have no answer.  I’ve been working most 22 



recently with Pippin Brehler in the Legal 23 



Department, and somehow he got stuck with this 24 



problem, and it’s really not a legal problem, but 25 
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people were raising legal questions, and so it’s 1 



taken him a while and he’s not here today, and he 2 



won’t be back for the 17th, but I think all the 3 



legal questions have been answered and I think 4 



that’s fine, but that won’t help me at all 5 



technically because there’s still no way to 6 



upload this data and the main problem is there’s 7 



no connection between the people in the Appliance 8 



Office and the Building Standards Office.  The 9 



Appliance Office, they’re sort of bookkeepers, 10 



it’s the people down in the --  11 



  CHAIRMAN WEISENMILLER:  Let me encourage 12 



you to take up the issue with the Executive 13 



Office or with the assigned Commissioner.   14 



  MR. SPLITT:  Well, I’d like to have –- 15 



  CHAIRMAN WEISENMILLER:  But, I mean, your 16 



time is up, the three minutes, I’m sorry.  It’s 17 



been a long day.  18 



  MR. SPLITT:  And I’ve been waiting here 19 



hours to speak.  20 



  CHAIRMAN WEISENMILLER:  Well, I realize 21 



that, but your three minutes is up.   22 



  COMMISSIONER MCALLISTER:  I’ll encourage 23 



you, so this would be in my office, I’m happy to 24 



facilitate the conversation with staff to start 25 
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off because I, you know, based on what you’ve 1 



said, I don’t exactly know what the pathway would 2 



be and don’t have an immediate read on it, but 3 



yeah, I’ll offer that for sure.  And I don’t see 4 



anybody from the Appliances Office actually here 5 



right now, but you know, we’ll see what we can 6 



figure out actually where this belongs, whether 7 



it’s actually in Title 24 or if it’s in Title 20, 8 



or what.  9 



  MR. SPLITT:  And one other thing I’ll 10 



mention, there were people here from Daikin 11 



Alltherma, they’re variable flow systems that 12 



everybody is praising?  They’re not listed in the 13 



Appliance Directory either.  So every one of 14 



those is illegal that’s been sold in California, 15 



and you’re praising them for breaking your rules. 16 



  CHAIRMAN WEISENMILLER:  I don’t remember 17 



anything being on the record on that, so thank 18 



you.  This meeting is adjourned.   19 



(Whereupon, at 3:55 p.m., the Business Meeting 20 



was adjourned.) 21 



  22 



    23 



 24 



 25 
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PREFACE 
The Public Interest Energy Research (PIER) Program supports public interest energy 
research and development that will help improve the quality of life in California by 
bringing environmentally safe, affordable, and reliable energy services and products to 
the marketplace. 



The PIER Program, managed by the California Energy Commission (Energy 
Commission), annually awards up to $62 million to conduct the most promising public 
interest energy research by partnering with Research, Development, and Demonstration 
(RD&D) organizations, including individuals, businesses, utilities, and public or private 
research institutions. 



PIER funding efforts are focused on the following six RD&D program areas: 



• Buildings End-Use Energy Efficiency 
• Energy-Related Environmental Research 
• Environmentally-Preferred Advanced Generation 
• Industrial/Agricultural/Water End-Use Energy Efficiency 
• Renewable Energy 
• Energy Systems Integration 



 



What follows is the third of four studies completed for the Distributed Generation 
Assessment project, contract 500-01-042, conducted jointly by Energy and 
Environmental Economics, Inc., and Electrotek Concepts, Inc. The report is entitled 
Renewable Distributed Generation Assessment: Sacramento Muncipal Utilities District 
Case Study. This project contributes to the Renewable Energy Technologies program. 



For more information on the PIER Program, please visit the Energy Commission's Web 
site http://www.energy.ca.gov/pier/reports.html or contact the Energy Commission's 
Publications Unit at (916)-654-4628. 





http://www.energy.ca.gov/pier/reports.html
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ABSTRACT 
This case study presents the results of the second application of a renewable distributed 
generation assessment methodology conducted for Sacramento Municipal Utility 
District (SMUD).  SMUD is one of four distribution system evaluated under the RDG 
Assessment project conducted under the auspices of the CEC PIER Renewables 
program.  In addition to SMUD, the three other distribution systems evaluated include 
Alameda Power & Telecom (Alameda P&T), the San Francisco PUC / Hetch Hetchy (SF 
PUC), and the City of Palo Alto Utilities (CPAU).   The overall objective of this project is 
to accelerate the deployment of renewable energy systems in a distributed generation 
mode by fully accounting for all benefits. 



 



Keywords: renewable distributed generation, assessment methodology, municipal 
utility planning, Sacramento Municipal Utility District, avoided costs, reliability 
analysis, uncertainty analysis 
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EXECUTIVE SUMMARY 
 



Introduction 



In an effort to contribute to the baseline knowledge of distributed generation value, this 
case study reports the methodology and results of the combined economic and 
engineering analysis performed by Energy and Environmental Economics, Inc. (E3) and 
Electrotek Concepts (ETK) under a California Energy Commission (CEC) PIER program-
funded contract.  The aim of this research project is to develop a methodology for 
evaluating the potential renewable distributed generation (RDG) applications within the 
municipal utility planning process.  The resulting methodology from this research will be 
integrated with nine other related research projects occurring in parallel to this RDG 
Assessment project to further the greater goals of the CEC PIER program.  Figure 1 maps 
how this RDG Assessment Project relates to the other research areas under this program.  
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Figure 1: CEC PIER Program Research Project Structure 



 



The following discussion comprises the results of the third of four case studies for the 
application of the RDG Assessment methodology.  This case study describes the analytical 
process and associated results for the Sacramento Municipal Utility District (SMUD) 
distribution system.  The analysis results for the remaining three municipal utilities are 
provided as separate cases study reports for the San Francisco Public Utilities 
Commission/ Hetch Hetchy (SF PUC), Alameda Power and Telecom (Alameda P&T), and 
the City of Palo Alto Utilities (CPAU).   
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Purpose 



Numerous detailed screening studies for large transmission and distribution systems have 
identified several elements of value that distributed generation can provide. These include 
capital deferral, reduced losses, reduced O&M costs, and risk reduction. These elements 
focus on cost reduction to the wires company or an integrated utility. Although it has been 
postulated that distributed renewable generation can provide enhanced reliability, very 
little in the way of quantitative analysis has been completed to include the reliability 
impact in DG evaluation. This research builds upon this body of work and is focused on 
utility’s internal planning processes. 



As such, the purpose of this Renewable Distributed Generation Assessment project is to 
develop a sound and replicable methodology for evaluating RDG within a utility planning 
process.  The methodology developed jointly by E3 and ETK was applied in four 
municipal utility case studies throughout Northern California with the goal of facilitating 
the installation of cost-effective RDG systems in California.   



The core contributions of this research include the following:  



• Analysis of the local system impacts and benefits that accrue directly to a 
municipal UDC in a localized network  



• Expansion of the evaluation methodology to evaluate the impacts on local 
system reliability, including value to both the customers and the UDC  



• Incorporation of uncertainty for elements of RDG project value such as local 
load growth, wholesale energy prices, and capital costs for equipment 



 



Project Objective 



The overall objective is to accelerate the deployment of renewable distributed generation 
by fully accounting for all benefits.  The specific objectives of the project are to (1) identify 
the best locations for distributed renewable generation (DG) in a local Utility Distribution 
Company (UDC) system, (2) include reliability impacts in the analysis, and (3) assess the 
impact of load growth and generator performance uncertainty on the results. 



The key measure of success of this project is establishing an understanding of the merits of 
distributed renewable generation in distribution systems in general, embodied in the 
comprehensive application to four example distribution systems. Successful completion of 
this research will result in reduced overall system costs, enhanced local reliability, and 
increased resource diversity. The key anticipated outcome is an established and verified 
methodology with readily accessible tools for rapid assessment of distributed renewable 
technologies, applicable to any distribution network.   
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Results 



The results of the SMUD case study RDG Assessment project are two-fold.  First, this 
project represents a successful application of the RDG Assessment methodology 
developed by E3 and ETK.  Second, the results provide SMUD with valuable information 
for future decision making that includes the specific benefits RDG could provide on their 
distribution system.   



Highlights of the assessment results provided in this report include these findings: 



• It is difficult to find cost-effective RDG. Certain opportunities do exist, but they 
require an array of favorable circumstances to generate net benefits.  



• Two of the three cost-effective technologies identified were combined heat & power 
(CHP).  The ability to capture and use waste heat creates an additional income 
stream for RDG projects that can tip the balance towards cost-effectiveness. 
CHP is only an option with combustion-based RDG technologies. 



• The modeling of a 1.5 MW wind turbine resulted in the third cost-effective technology. 
Even though a wind turbine of this size is technically not distributed, if an 
adequate wind resource exists in SMUD territory, this could result in a cost-
effective renewable project. 



• RDG’s ability to defer distribution projects can provide economic benefits. However, 
the overall effect of the distribution deferral benefits is expected to be modest. 



 



Engineering Screening 



• No likely operational problems (e.g. voltage/overcurrent) were indicated for 
the three RDG cases that we evaluated. Among these, we note the following: 



• 13.5 MW of RDG sited for loss reduction resulted in a net peak incremental loss 
reduction of 5%. 



• 20 MW of dispersed solar PV resulted in only 2% peak loss reduction. 
• 13.5 MW DG sited for released capacity is likely best for reliability 



improvement from feeder capacity. 
 



Reliability Screening 



• Solar PV can achieve a high (45%) incremental capacity value due to high 
coincidence with SMUD’s summer peak. 



• Well-sited RDG yields a 3-4% reliability 'bonus' when operating at peak load 
due to reducing losses as well as supplying load. 



• Well-sited dispatchable RDG can yield incremental capacity increases of two to 
three times the generation output. 
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Conclusion and Recommendations 



Upon initiation of this research project, the specific goals in the five-year, ten-year, and 
fifteen-year timeframe were identified.  These included development of a robust 
methodology to evaluate local area resources and moving this type of analysis towards 
standard industry practice.  The completion of the SMUD RDG Assessment represents the 
first step in achieving these goals.   



Recommendations including the implications of the use of this methodology in California 
and proposed next steps are described in the Final Report for the Renewable Distributed 
Generation Assessment project which captures the results from all four applications of this 
newly developed evaluation methodology.   
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SACRAMENTO MUNCIPAL UTILITIES DISTRICT CASE STUDY 
1.0 Introduction 
This California Energy Commission (CEC) PIER-funded Renewable Distributed 
Generation (RDG) Assessment project provides a sound methodology for utility 
distribution companies (UDCs) to evaluate a wide variety of RDG options for their future 
resource planning needs.  Given that many of the considerations for evaluating electricity 
resources (e.g. market prices, fuel prices, technology costs, etc.) continually change, we 
designed this methodology to be flexible and easily updated, so as to address the very 
dynamic nature of the electricity industry. 



This report provides the results from our application of this RDG assessment evaluation 
methodology for the Sacramento Municipal Utility District (SMUD), one of the four 
California municipal utilities that participated in this project.  Each municipal utility had 
its own interests and goals for participation in this project.  While the methodology is the 
same for each, the focus of our analysis and the subsequent results are tailored to meet the 
needs of each utility.  In addition to developing a methodology and transferring the 
process to the municipal utilities, our team offered the utilities an understanding of the 
analysis process through a three-day RDG seminar and/or other meetings, thus enabling 
them to continue using this evaluation methodology internally in the future.  



The RDG evaluation methodology involves two analytical processes that occur 
simultaneously: an economic analysis and an engineering analysis.  Throughout this 
report, we describe the methodology and results from both the economic and engineering 
analyses for the SMUD RDG assessment.  The SMUD RDG assessment, along with that of 
the other three participating municipal utilities, illustrates how RDG evaluation can be 
integrated into the utility planning process.  The RDG assessment methodology provided 
herein can also be used in conjunction with other ongoing CEC PIER programs to develop 
a systematic approach to evaluate RDG that is applicable state-wide. 



1.1. Background 
In January 2003, Energy and Environmental Economics, Inc. (E3) and Electrotek Concepts 
(ETK) began work under a CEC PIER program-funded contract to develop a methodology 
for evaluating RDG for municipal utilities.  The following discussion of the analytical 
process and associated deliverables applies to each of the four participating municipal 
utilities, which are the San Francisco Public Utilities Commission/ Hetch Hetchy (SF 
PUC), Alameda Power and Telecom (Alameda P&T), City of Palo Alto Utilities (CPAU), 
and Sacramento Municipal Utility District (SMUD).  



1.2. Overview of CEC PIER Deliverables 
This project was designed to identify the best RDG projects from both economic and 
engineering perspectives.  This includes (1) identifying the best locations for RDG in a 
local UDC system, (2) identifying reliability impacts in the analysis, and (3) assessing the 
impact of critical uncertainties on the results to provide robust conclusions.  Application 
of this research may result in reduced overall system costs, enhanced local reliability, and 
increased resource diversity through the installation of cost-effective RDG technologies. 
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The RDG assessment for each utility is developed in several chapters, each corresponding 
to a major step in the evaluation as well as a deliverable in the original scope of work for 
this project.  Taken together, these chapters constitute our team’s suggested methodology 
for RDG planning and evaluation as applied in four specific cases.   



1. Three-day Planning Seminar on RDG Evaluation   



This three-day seminar summarizes the methodology we have developed for this 
project. The course begins with traditional distribution planning and instructs how 
RDG evaluation can be included into this existing process. The goal of the seminar is 
to educate the utility engineers and resource staff in how to identify the areas of 
highest value for DG and where it is practical from an economic and engineering 
perspective.   



2. RDG Economic Screening Analysis consists of the following three steps: 
Step 1: Define the baseline avoided costs. 



Step 2: Evaluate the cost-effectiveness of RDG from multiple perspectives.  



Step 3: Refine the potential of the RDG technologies that best suit the area needs 
with feedback from the engineering analysis. 



The results from the analysis performed by E3 during each of these steps will be 
provided in a separate chapter of this report.  Specifically, the chapter will consist of 
the following: 



a. Avoided Cost Memo. This deliverable describes costs for the distribution system. 
The costing methodology follows the 'best practices' approach described by K. 
Knapp, et.al., during the NARUC conference in November 2000, and used in the 
CPUC draft report (currently awaiting comments) entitled “A Forecast of Cost 
Effectiveness Avoided Costs and Externality Adders” (January 8, 2004).  



 
b. Economic Screening Analysis.  The economic screening analysis combines the 



area- and time-specific (ATS) distribution avoided costs with the ATS performance 
characteristics of RDG.  Evaluation includes wind, solar PV, solar concentrator, 
and biomass fuels to more accurately estimate the economic potential for these 
technologies. In order to achieve the objective of developing a RDG evaluation 
methodology with readily accessible tools, we have simplified the inputs 
whenever possible for ease of use, while retaining the overall integrity of the 
results.   



 
c. Load and Resource Analysis.  The load and resource analysis chapter refines the 



economic screening analysis with results from the engineering study and specific 
utility needs. The results include average marginal capacity costs, marginal 
operating costs, peak capacity allocation factors, and minimum size of distributed 
generation units needed to meet system demand requirements.  



 



3. RDG Engineering Screening Analysis 
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a. Engineering Circuit Model.  Using utility-specific data on system 
configuration and loading, ETK developed a circuit model of each UDC 
distribution system.  This circuit model allows for the future analysis of the 
engineering impacts of RDG on the specific utility system.   



 
b. Engineering Screening Analysis.  The engineering analysis utilizes the ETK 



circuit model to determine the timing, magnitude and location of constraints in 
the electric distribution system.  The ETK model analyzes the entire year, in 
8,760 hourly increments, rather than a single peak load relying upon snapshots 
in time to evaluate how RDG output patterns interact with the distribution 
system.  The analysis highlights the locations that need reinforcement and 
would benefit most from the siting of RDG, given expected performance 
characteristics and available resources.   



 



4. Reliability Analysis.  The reliability analysis chapter addresses the impact of RDG on 
utility reliability using three complementary methods.   These methods are designed to 
evaluate the impacts of RDG on electric reliability. 



 
Method 1: Identify the number of years (or amount of MW peak growth) of improved 



reliability from RDG installation. 



Method 2: Estimate the reduction in expected unserved energy (EUE) on the system 
resulting from RDG installation. 



Method 3: Determine the reliability improvement for customers based on an estimated 
Value of Service (VOS). 



 
5. Uncertainty Analysis.  The uncertainty analysis examines how sensitive the results 



and recommendations for cost effective and appropriately-sited RDG are to varying 
conditions.  This analysis incorporates 'high' and 'low' range estimates of input values, 
including market price, transmission costs, distribution costs, RDG capital costs, 
capacity factor, and fuel costs.   



1.3. Analysis Process and Interrelationship of Deliverables 
The first deliverable, the three-day planning seminar, is a stand-alone product that can be 
used either as an introduction to the methodology concepts or as a primer once the RDG 
evaluation is underway or completed.  The seminar is organized to bring different 
departments of the UDC together including the distribution engineers, resource planning 
and management.  Each group represents an important component of the overall RDG 
evaluation team.  



The other deliverables are interrelated as represented in Figure 2.  The shaded areas 
represent the major analyses and the boxes in each area represent the deliverables 
(memos) resulting from that analysis.  
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Figure 2: RDG Analysis Process Diagram 



The dotted-line in the flowchart indicates the potential feedback loop between the 
reliability analysis and the economic screening analysis.  In the normal progression of 
work, the economic screen would determine if there are areas with sufficiently high 
avoided costs to justify RDG.  Then the engineering screening analysis would be 
conducted to fine tune the amount, location, and timing of RDG installations that would 
be needed to defer or replace any planned generation, distribution, or transmission 
upgrades. The engineering investigation continues through the reliability analysis to 
determine how the selected RDG would affect service reliability.  The engineering 
screening and reliability analyses results are fed back into the economic screening to 
further refine the analysis. 



Similarly, the overall analysis is expanded by including uncertainty evaluation.  The 
uncertainty analysis involves the perturbation of inputs to test the sensitivity of the results 
to a change in key inputs.  Specific inputs that may be varied include electricity price 
forecast, RDG costs, distribution capacity value, and RDG fuel costs. The results from this 
uncertainty analysis allow for a more accurate recommendation of the ‘best RDG option.’ 



1.4. Deliverable Conveyance 
As part of this analysis, our team will provide the following deliverables for each UDC. 



1. Three-day Seminar Materials 
This deliverable will contain hard-copies of the presentation materials including 
slides, break-out sessions, and any other UDC-specific seminar materials. 



2. RDG Assessment Methodology and Results 
This deliverable will be a report containing several chapters describing our 
methodology and results and a final RDG Assessment Report.  Each chapter 
represents one portion of the analysis described above.  The final report will be a 
summary of the entire RDG Assessment Project. 



3. Economic Analysis Tool  
This deliverable will be an MS Excel spreadsheet model.  This model was 
specifically developed for the RDG Assessment Project and contains all of the 
economic inputs and calculations described in the RDG Assessment Report. 
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1.5. Summary of Results for SMUD 



SMUD’s Board of Directors latest strategic direction outlined four key values to guide 
resource planning. These values are stated as follows1: 



a)  Emphasize local and regional environmental benefits over global benefits 



b)  Lower the cost to serve our customers by reducing per customer peak usage 



c)  Set a goal of meeting 10% of the District’s load with renewables by 2006 and 



20% by 2011, and thus meet or exceed the statewide RPS standard 



d)  Develop and deploy cost effective, clean distributed generation.  As part of this 



policy, the District shall continue to be a leader in solar power. 



This RDG analysis conducted for SMUD is aligned with the key values identified for 
resource planning.  The results of our analysis are described in detail in each chapter of 
the RDG Assessment Report described above.  Highlights are provided below. 



1.5.1. Engineering Screening Analysis 
The engineering screening analysis evaluates the feasibility of accommodating distributed 
generation and the potential value of that generation to the benefit of the power delivery 
system. 



Figure 3 shows a typical diagram for the peak load case for SMUD.  



 



                                                      



1 SMUD Board Policy, Resource Planning, Strategic Direction, Policy Number SD-9, Resolution 
Number 04-05-11/12, Adoption/Revision Date, May 6, 2004. 
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Figure 3: Power flow in the SMUD System.   



The thickness of the lines in this diagram is proportional to the power flowing in the lines; 
therefore the main feeders are clearly visible. Each of the substations is indicated by a red 
triangle. 



 



Benefits from RDG to a distribution system are very site specific and thus can have 
different value depending upon where it is located.  The 'optimal' location for RDG will 
depend on what is being optimized and is quite sensitive to the size of generation.  This 
engineering screening approach investigates both small and large unit sizes.  The locations 
identified for small sizes are possible candidates for encouraging solar PV and small 
combined heat and power (CHP) applications.  The locations identified for larger sizes 
would be possible candidates for peaking units and large CHP applications.   



In this study, a 100-kW test generator was used for the small unit size, a 1,000-kW (1 MW) 
generator as a medium size and 5,000-kW (5 MW) for the large size.  The 100-kW unit is 
small relative to the capacity of any of the feeders and lateral branches and should be 
applicable to any small generator.  The 1 MW unit is typically about 15% of a given 
feeder’s capacity and is a common size for installed DG.  The 5 MW unit represents more 
than 50% of a given feeder’s capacity and was chosen as the largest practical size, given 
system characteristics, that could not require significant changes to the existing system. 



Figure 4 depicts the results for optimal location of a small generator with regard to 
reducing peak load losses.  The darkest-colored bus locations represent the top 25% with 
respect to loss reduction.  The lightest color represents the lowest 50%. 



 26











Loss improvement varied from slightly less than zero (increase in losses) to almost 8% of 
the generator’s capacity (max of 8 kW loss reduction for a 100 kW generator) depending 
on location.  Eight percent is a moderate incremental loss reduction for the first generator.  
Many more constrained distribution systems have incremental losses more than 15%.  
There is a high marginal improvement for the first small generator with respect to losses – 
if it is in the right place.  Then the marginal improvement declines for subsequent 
generators added in the same general area. 



 



Figure 4: Optimal Locations For Small Generation (100 Kw) On The SMUD System With 
Respect To Reducing Peak Load Losses 



 



The analysis was repeated for both a medium (1 MW) and a large generator (5 MW).   As 
shown in Figure 5, the 1,000 kW generator produced virtually the same results as the 100 
kW generator with respect to loss reduction, indicating that the feeders are relatively short 
and there is little difference between 100 kW and 1,000 kW at a particular site.  On a 
system with longer feeders, placing a 1,000 kW generator farther out on the feeder will 
often result in a more noticeable difference. 
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Figure 5. Optimal Locations For 1,000 Kw Generation On SMUD Area B System With Respect To 
Reducing Peak Load Losses 



 



The 5 MW generator, shown in Figure 6, results in some slight differences in optimal 
locations from the other two cases, but is still similar.  A few buses where generation may 
be a bit too large drop out of the top 25% while a few buses on more heavily loaded 
sections rise to the top 25%.  The incremental loss reduction for this large of generator is 
no longer near 8%.  It is 3.7% (of 5,000 kW).  Thus, while the plots look similar, the color 
scale is not the same as the previous two plots. 
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Figure 6. Optimal Locations For 5,000 Kw Generation On SMUD Area B System With Respect To 
Reducing Peak Load Losses 



 



For more detailed discussion of the engineering screening results, including released 
capacity from DG results, see the engineering screening analysis chapter 



1.5.2. Economic Screening Analysis 
We calculated the cost-effectiveness of each RDG technology by comparing lifecycle 
benefits and costs for each of the applicable tests on an NPV basis, as described in the 
economic screening chapter.  A Benefit/Cost (B/C) ratio greater than 1.0 indicates that the 
alternative has a lifecycle benefit greater than its lifecycle cost and would therefore pass 
our initial economic screen.  



The B/C ratio results calculated for four economic perspectives including (1) Total 
Resource Cost Test, (2) Participant Cost Test, (3) Ratepayer Impact Measure Test, and (4) 
Utility Cost Test are summarized in Table 1. The TRC calculates the net direct economic 
impact to the community of RDG installation and the Participant cost test measures the 
cost-effectiveness as if the Participant owns the RDG.  The UCT is calculated assuming the 
RDG is utility-owned, while the RIM is calculated assuming the RDG is owned by the 
customer (refer to Economic Screening Memo for a more complete description of these 
cost tests).  RDG technologies with a B/C ratio greater than 1.0 are cost-effective.  Those 
with a B/C ratio close to 1.0 may warrant further evaluation.  It can be seen from these 
results that no technologies pass the TRC test or the RIM test.  There are two technologies 
that pass the Participant test and both are combined heat and power (CHP) biogas units 
that yield high bill savings for the customer.  
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Table 1: Benefit/Cost Ratio Results For SMUD RDG Screening Analysis  



(Using Base-Case Economic Assumptions) 



TRC Cost Test



Participant 
(Customer or 



Merchant)



RIM Test 
(Customer 



Owned)
UCT Test 



(Utility Owned)
Biogas - 10kW PEM Fuel Cell 0.03 0.03 0.81 0.03
Biogas - 10kW PEM Fuel Cell CHP 0.36 0.41 0.73 0.31
Biogas - 100kW SOFC Fuel Cell 0.05 0.05 0.81 0.05
Biogas - 100kW SOFC Fuel Cell CHP 0.49 0.56 0.73 0.41
Biogas - 200kW PAFC Fuel Cell 0.04 0.04 0.81 0.04
Biogas - 200kW PAFC Fuel Cell CHP 0.43 0.50 0.73 0.37
Biogas - 200kW PEM Fuel Cell 0.05 0.05 0.81 0.05
Biogas - 200kW PEM Fuel Cell CHP 0.48 0.55 0.73 0.41
Biogas - 250kW MCFC Fuel Cell 0.04 0.04 0.81 0.03
Biogas - 250kW MCFC Fuel Cell CHP 0.37 0.42 0.73 0.31
Biogas - 30 kW Capstone 330 Microturbine 0.07 0.07 0.81 0.07
Biogas - 30 kW Capstone 330 Microturbine w/ CHP 0.58 0.66 0.73 0.48
Biogas - 500 kW Gas Recip GA-K-500 0.14 0.14 0.81 0.12
Biogas - 800kW Caterpillar G3516 LE 0.19 0.20 0.81 0.18
Biogas - 800kW Caterpillar G3516 LE w/CHP 0.95 1.09 0.73 0.76
Biogas - 3MW Caterpillar G3616 LE 0.20 0.20 0.81 0.18
Biogas - 3MW Caterpillar G3616 LE w/CHP 0.97 1.12 0.73 0.77
Biogas - 5MW Wartsila 5238 LN 0.66 0.75 0.73 0.50
Biogas - MSW Gassification 0.42 0.35 0.00 0.50
Biodiesel - 500kW DE-K-500 0.74 0.81 0.75 0.54
Solar - PV-2 kW 0.15 0.19 0.58 0.15
Solar - PV-30 kW 0.17 0.14 0.89 0.17
Solar - PV-200 kW 0.25 0.19 0.95 0.25
Solar - Thermal SAIC SunDish 25 kW 0.15 0.14 0.00 0.24
Wind - Bergey  WD -10kW 0.10 0.12 0.73 0.10
Wind - GE 750 kW 0.39 0.39 0.00 0.62
Wind - GE 1.5 MW 0.46 0.46 0.00 0.73  



 



For each of the technologies in Table 1, we analyzed the sensitivity of results to 
uncertainties in the underlying assumptions.  Figure 7 shows an example: the range of the 
TRC test results (net benefits) for the biogas 5 MW generator in $/kW for six key 
variables.  This range shows that while the net benefit is negative under the base case 
scenario, changes in these key variables can lead to a cost-effective result with either the 
High transmission cost or Low fuel cost scenario. 
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Range of DG Net Benefit for Key Uncertainties
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2.0 Economic Screening Analysis 
The aim of our renewable distributed generation (RDG) analysis is to identify technologies 
that hold the potential for cost-effective installation in the Sacramento Municipal Utility 
District (SMUD) service territory.  For the purposes of this analysis, RDG is deemed cost-
effective if it yields positive net benefits: 



Net Benefits = Benefits – Costs 



A major component of the benefits associated with RDG in the above equation is 
comprised of avoided costs, which are the sole subject of this memo.  We recognize there 
are many other benefits that may result from RDG installation, such as indirect 
environmental benefits, and these are discussed in the economic screening section.  Also 
discussed in the economic screening section are the many perspectives from which one 
can evaluate the cost-effectiveness of RDG. 



Avoided costs, aptly named, are the costs that a utility can avoid incurring by taking an 
action under consideration, such as installing RDG technology.  Thus, avoided costs can 
be thought of as the benchmark for cost-effectiveness evaluation of RDG technologies.  If 
the avoided costs are greater than the cost of RDG, the RDG technology is cost-effective 
for that application. 



In this section, we focus on the methodology for determining avoided costs and present 
the results of our analysis of several potential avoided costs including generation, 
distribution, and transmission components within SMUD’s service territory.  The actual 
comparison of benefits (avoided costs and other benefits) and costs (installed and 
operating costs of RDG) are addressed in the next section which describes the economic 
screening analysis 



This section is organized as follows: 



1. General Avoided Cost Methodology 



2. Generation Avoided Costs  



3. Transmission Avoided Costs 



4. Distribution Avoided Costs 



 



2.1. General Avoided Cost Methodology 
Throughout this analysis, we have drawn on information obtained from both SMUD and 
publicly available data sources to calculate avoided costs within SMUD’s service territory.   
The energy commodity purchases, transmission costs, and infrastructure expansions that 
can be displaced as a result of the installation of RDG within (or close to) SMUD’s service 
territory make up the bulk of the avoided costs.  Solar photovoltaic DG, for example, may 
reduce the utility’s energy purchases from the market, reduce associated transmission 
costs, and defer load growth-related expansion of the system.  
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Avoided costs vary by both location and time, as each area may have different load, load 
growth, capacity limitations, and planned investments, and these characteristics vary over 
time.  Avoided costs are highest in capacity constrained areas with near-term expansion 
plans because the cost of the planned expansion project may be deferred by the 
installation of RDG.  Where a local system has recently been expanded to provide 
adequate capacity to meet growth, avoided costs will be lower since meeting load with 
RDG would have no immediate effect on deferring distribution expansion.  



We describe our specific methodology and results for generation, transmission, and 
distribution avoided costs in the sections below. 



2.2. Generation Avoided Costs 



2.2.1. Generation Avoided Costs Methodology 
Avoided generation costs are the reduced market electricity purchase costs, or increased 
market sales, that result from the installation of RDG.  The most appropriate source of 
data for estimating avoided costs, when available, is forward market prices.  When a 
utility is short, it must purchase its excess energy needs on the market.  In this case, new 
RDG would allow the utility to avoid these market purchases. When a utility is long, it 
sells its excess generation into the market at either a loss or a gain. 2   In this case, new 
RDG allows the utility to increase sales of excess energy into the market.  Either way, the 
generation avoided cost value of RDG is represented by market prices.  



Electricity forward market price quotes are currently available through Platts’ Megawatt 
Daily through 2006, and these make up the initial basis of our estimate for avoided 
generation costs.  In the absence of forward price quotes for electricity beyond 2006, our 
forecast relies on gas futures and Long Run Marginal Costs (LRMC), as shown in Table 2, 
and each forecast component is described in greater detail below. 



Table 2: Avoided Generation Cost Forecast Method By Period 



Period Generation Cost Forecast Method 



2004 -2006 Electricity Forward Price Quotes 



2007 Gas Futures and Heat Rate 



2008 and Beyond Long Run Marginal Cost (LRMC) 



 



Any electricity price forecast may be substituted for our avoided costs forecast, though 
care should be taken to ensure the price reflects delivery to the SMUD system.  Broker 
quotes offered directly to SMUD are an excellent substitute for our avoided generation 



                                                      



2 The utility is 'short' when it has purchased less than 100% of its energy requirement in the forward 
market and is 'long' when it has purchased more than 100%. 
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forecast for all years in which they are available. Generation market prices could be 
updated with broker quotes and other information available to SMUD. 



2.2.1.1. Electricity Forward Market Price Quotes: 2004 – 2006 
Through 2006, we base our market price forecast on forward price quotes from Platts’ 
Megawatt Daily.  The price quotes reported by Platts are for the peak period.  We estimate 
the off-peak price to be 67% of the on-peak price, based on an historical relationship 
between peak and off-peak spot market prices. 3



2.2.1.2. Gas Price and Heat Rate of CCGT: 2007 
When forward price quotes are unavailable, Long-Run Marginal Cost (LRMC) may be 
used to forecast electricity prices, as described below.  The LRMC method, however, 
assumes that the electricity system is in load and resource balance (meaning available 
generation is just able to meet demand plus reserve margin).  California is currently in a 
period of excess supply; therefore, using the LRMC method would produce forecast prices 
that are too high in the short term, as they do not take into consideration this excess 
capacity. 



In a competitive market with excess supply, the price of electricity should equal the 
marginal cost of producing it.  So, one way around this price discrepancy is to observe the 
implied heat rate of the marginal generating unit.  For a gas fired generator, the marginal 
cost of production is determined by the gas price and the heat rate of the generator.   
Therefore, we are able to calculate the implied heat rate for the marginal generating unit in 
2006, when market prices for both gas futures and electricity forwards are available.  



We then make the assumption that while excess generation capacity remains – in 2007 – 
this heat rate will hold.  Now we can use the heat rate and gas market price (available 
through 2009) to derive an electricity price. 



2.2.1.3. Long Run Marginal Cost:  2008 and Beyond 
In a period of system load and resource balance with a competitive marketplace for 
generation the price of electricity can be expected to equal the Long Run Marginal Cost 
(LRMC) of production.  For our forecast, we accept the CEC projection of system load and 
resource balance in 2008.  We assume the LRMC will be equal to the full cost of operating 
a combined cycle gas fired generator (CCGT).  We chose CCGT as a proxy for LRMC 
because natural gas makes up the vast majority of planned plant additions in California 
and CCGT plants are the dominant technology at present. 



                                                      



3 We used California Power Exchange data from April 1998 through April 2000 to calculate the 
estimated peak/off-peak price relationship. 
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Our assumptions regarding CCGT operating cost and performance were obtained from a 
CEC August 2003 staff report. 4   A key driver of CCGT cost is, of course, the cost of gas.  
We rely on NYMEX natural gas futures, which are available through 2009, and the CEC’s 
gas forecast beyond 2009 for our gas price estimates. 



2.2.2. Generation Avoided Cost Results 
Taken together, the three electricity price period components described above comprise 
the electricity price forecast used to calculate the generation avoided cost results.  Table 3 
shows the first 10 years of generation avoided cost inputs in E3’s screening model.   This is 
a direct relationship whereby the actual market price of electricity equals the costs 
avoided through the acquisition of RDG resources. The data represent E3’s base case 
electricity price forecast, calculated as described above.   



Table 3: Screening Model Generation Avoided Cost Inputs  



Wholesale Energy Forecast
 (Nominal $/MWh) 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Peak $50.47 $52.32 $52.82 $51.42 $60.70 $66.88 $62.02 $64.15 $66.18 $68.56 $70.92 $73.35
Off-Peak $33.81 $35.06 $35.39 $34.45 $40.67 $44.81 $41.55 $42.98 $44.34 $45.93 $47.51 $49.15  



 



Table 4 shows the definition of the two TOU periods we have used in the model, which 
correspond to the peak and off-peak pricing periods in the forward electricity market 
quoted by Platts. 



Table 4: Time-Of-Use Period Definitions 



TOU Period Definition # of Hours in 
Period 



% of Hours in 
Period 



Peak Mon-Sat, 6:00 AM to 10:00 PM 
(6x16), except holidays 



4864 56% 



Off-Peak All other hours 3896 44% 



 



Generation avoided costs are shown in Figure 8 along with the 20-year levelized stream 
for both the peak and off-peak periods.   



                                                      



4 “Comparative Cost of California Central Station Electricity Generation Technologies” CEC Staff 
Final Report Aug 2003, Appendix D and Assumptions for Equity Return and Debt Interest Rates, 
Table 2. 
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Figure 8: Avoided Generation Costs 



All avoided costs are in nominal dollars.  The 20-year levelized values in Figure 8 are the 
level payments required to produce the same total cost as the non-levelized stream, given 
the SMUD’s discount rate. This value is $58.52/MWh in the peak period and $39.21/MWh 
in the off-peak period. 



In Table 3 and Figure 8, one can observe a slight dip in forecast prices in 2007.  This is a 
result of gas futures prices being lower for 2007 than for 2006.  There is another, larger dip 
in 2010.  Since gas futures are available only through 2009, beginning in 2010 we use the 
CEC gas price forecast, which is low compared to recent gas futures prices. 



We also calculated 'high' and 'low' price scenarios for avoided generation costs.  In our 
base case forecast, electricity prices for the years 2004 – 2009 are given by either forward 
electricity prices or natural gas futures prices and the cost of production.  Since these are 
forward contracts that a utility can buy, the forecast represents a fully hedged position.  
For this reason, we hold the first five years of the forecast constant for the base case, high, 
and low scenarios.  After 2009, when the forecast is based on the CEC’s gas forecast and 
the cost of production, we use the CEC’s high and low gas price forecasts to calculate our 
high and low electricity price forecast.  As with the base case, the price is based on the full 
cost of operating a CCGT. 



The base, high, and low avoided generation cost scenarios are shown in Figure 9. 
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Figure 9: Comparison Of Base, High, And Low Scenarios For Avoided Generation Costs 



In the uncertainty analysis chapter, we discuss the sensitivity of benefit-cost analysis 
results to the high and low scenarios shown above. 



 



2.3. Transmission Avoided Costs 



2.3.1. Transmission Avoided Costs Methodology 
Transmission avoided costs, for a UDC such as SMUD, consist of transmission charges 
paid to other entities that the utility would not have to pay if it had sufficient in-area 
generation to meet its load.5  



Transmission avoided costs for a larger utility responsible for construction, operation, and 
maintenance of a portion of the transmission system could be calculated using the PW 
method as described in the distribution avoided costs methodology below.  However, 
since the municipal distribution utility jurisdiction does not include transmission 



                                                      



5 This assumes transmission service is based, as it currently is, on net usage, meaning the amount of 
energy the utility takes through the transmission system (gross consumption net of any in-area 
generation).  If transmission charges are based on gross usage, in area generation would be added 
back in for calculation of transmission charges, and no transmission avoided costs would ensue 
from DG. 
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investments, we simply apply the actual transmission charges paid to import power onto 
the local distribution system. 



2.3.2. Transmission Avoided Cost Results 
We estimate SMUD’s transmission charges to be $2.22/MWh.  This represents the 
California ISO’s High Voltage Wheeling charges, which are the marginal avoidable 
transmission charges for SMUD.  This estimate is held constant over the life of the analysis 
to make up our base case and low scenarios.   



The 'high' scenario reflects the uncertainty of a possible move to Locational Marginal 
Pricing (LMP), proposed by the California ISO for implementation in 2005.  Under LMP, 
the price of energy would reflect congestion on the grid, and the transmission charge 
would effectively become the energy price differential between points on the grid.   The 
effects of a move to LMP are difficult to estimate, as the rules for the new market have not 
yet been established.  We have assumed a value of $15/MWh to reasonably represent an 
upper bound of transmission costs under this scenario.  Additional detail on the 
sensitivity testing results is provided in the uncertainty analysis chapter. 



 



2.4. Distribution Avoided Costs 



2.4.1. Distribution Avoided Costs Methodology 
Distribution avoided costs result when peak loads are kept below a threshold level that 
would otherwise trigger a distribution investment.  Distribution avoided costs are often 
referred to as the ‘deferral value’ of a planned capital project.  Since the cost of capital is 
higher than the inflation rate, the postponement of a capital project into the future results 
in a positive deferral value or an avoided cost value.  We use an evaluation method called 
the Present Worth (PW) method to calculate the deferral value (distribution avoided 
costs).  



Under the PW method, the utility’s revenue requirement under the base case plan (no 
RDG) is compared with the plan with RDG on a present value basis.  We use the term 
'revenue requirement' to stress that it is not just the engineering costs of each case that are 
compared, but the fully loaded project costs, including maintenance, administrative costs, 
insurance, and any other relevant project costs.  However, the fully loaded project costs 
exclude any 'unavoidable' or non-deferrable costs such as land acquisition costs.     



The expression of the PW formula used to calculate the distribution avoided cost is shown 
in Equation 1. The results from this calculation provide a $/MW-year value for 
distribution avoided costs. 
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where:  



Invest = annual demand-related investments in capacity by area ($)  



i = escalation rate for the investments 



r = discount rate; y = year 



LoadChange = estimated average change in peak load by area for the planning 



period  



∆y = deferral caused by load change (annual peak load growth divided by 



LoadChange)  



Annualization Factor = real economic carrying charge for the planning period, 



grossed up by a variable expense factor 



We use a spreadsheet-based model to calculate the specific avoided cost values relevant to 
SMUD.  The basic model inputs are shown in Table 5.  
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Table 5: Distribution Avoided Cost Calculation Inputs 



Model Input Unit Additional Information 



Planned investments  $ For this analysis, our focus has been on local 
distribution investments.  If generation or 
transmission projects could impact local avoided 
costs, we would incorporate those as well. 



Timing of investments Year/Month This is the time period within which the decision to 
build or not-build would be made as well as the 
required in-service date for the project. 



Minimum load deferral 
amount 



MW The minimum amount of load that needs to be 
deferred through an alternative option to avoid 
construction of the base-case project. 



Load growth forecast MW/year We often use a base case forecast to calculate 
avoided costs, but also evaluating both high and 
low estimates can be useful in the decision-making 
process. 



Investment discount rate % This is the discount rate used by the local 
distribution company for investment also known 
as the weighted average cost of capital (WACC). 



Interest rate % This should be the interest rate that is used in 
internal investment evaluations. 



 



 



2.4.2. Distribution Avoided Cost Results 
SMUD distribution engineering staff provided plans for distribution capacity projects 
within Area B over the next five years.  In coordination with SMUD engineers, we were 
able to identify only one distribution capacity project that could potentially be deferred 
through the installation of RDG.  All the other capacity related projects planned in Area B 
are required to serve new or 'greenfield' developments and cannot be deferred or offset.  
The project identified as potentially deferrable – the addition of a second bank at the 
Sylvan-Auburn substation – is currently scheduled for construction in the 2009 – 2010 
period.   The total costs estimated for this project are approximately $1 million; however, 
only $500,000 could be deferred.6  The remaining costs, such as land purchase and basic 
facility, would be incurred regardless of RDG installation to insure facilities are available 
for future expansion. 



                                                      



6 The avoided engineering costs are increased by 30% to represent fully-loaded project costs.   
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Figure 10 shows the results of the avoided distribution costs analysis for the Sylvan-
Auburn project.  The levelized avoided costs reflect the value of the deferral on a per-kW 
of RDG basis, and take into consideration the number of kW of RDG that would be 
required each year to allow deferral.   
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Figure 10: SMUD Area B Distribution Avoided Costs Resulting From Deferral Of Sylvan-
Auburn Substation Second Bank 



If this project were deferred for one year, the value would be $1.10/kW-year; if deferred 
for two years, the value would be $1.80/kW-year.  These values represent the discounted 
values and assume that the RDG is installed in 2004 and the deferral avoided cost value is 
realized in 2010.  Since there were no deferrable projects identified in earlier years, this 
one project represents a relatively small distribution avoided cost value.   



 



2.5. RDG Economic Screening 
In this section, we incorporate the results described in the avoided cost section to further 
develop the RDG economic analysis.  The avoided costs are one element of the total 
benefits of RDG installation.  In order to determine the overall cost-effectiveness of RDG, 
we compare the total benefits compared to total costs of RDG as in this simplified 
calculation.   



Net Benefits = Benefits – Costs 



In this section, we provide a description of the inputs, methodology, and results from our 
analysis of multiple RDG technologies that could be installed within or nearby the SMUD 
service territory.   
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The approach we take to evaluating potential RDG involves determining the cost-
effectiveness of each technology from several different perspectives (e.g. RDG owner, 
utility, customer, and society).  Specifically, we evaluated cost effectiveness from the 
perspective of five established 'cost tests':  



1. Participant Cost Test.  This test measures the economic impact to the DG owner. 



2. Ratepayer Impact Measure (RIM).  This test measures the impact on utility 
operating margin and whether rates would have to increase to maintain the 
current levels of margin if a customer installed RDG. 



3. Utility Cost Test (UCT).  This test measures the change in the amount the utility 
must collect from the customers every year. 



4. Total Resource Cost Test (TRC). This test measures the net direct economic impact 
to the community. 



5. Societal Cost Test. This test measures the net economic benefit to the community, 
as measured by the TRC, plus indirect benefits such as environmental benefits. 



A common misperception is that there is a single best perspective for evaluation of cost-
effectiveness.  Each test is accurate, but the results of each test are intended to answer a 
different set of questions.  In our analysis, we evaluate multiple perspectives to paint a 
more complete picture of the overall RDG project economics.  The key questions answered 
by each cost test are shown in Table 6. 
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Table 6: Questions Addressed By The Various Cost Tests 



Participant 
Cost Test 



Is it worth it to the customer to install DG? 



Is the customer likely to want to participate in a utility program 
that promotes DG? 



Ratepayer 
Impact Measure 



What is the impact of the DG project on the utility’s operating 
margin? 



Would the project require an increase in rates to reach the same 
operating margin? 



Utility Cost Test Do total utility costs increase or decrease? 



What is the change in total customer bills required to keep the 
utility whole (the change in revenue requirement)? 



Total Resource 
Cost Test 



What is the community benefit of the DG project including the 
net costs and benefits to the utility and its customers? 



Are all of the benefits greater than all of the costs (regardless of 
who pays the costs and who receives the benefits)? 



Is more or less money required by the community to pay for 
energy needs? 



Societal Cost 
Test 



What is the overall benefit to the community of the DG project, 
including indirect benefits? 



Are all of the benefits, including indirect benefits, greater than 
all of the costs (regardless of who pays the costs and who 
receives the benefits)? 



 



In Table 7, we list the specific benefit and cost components that are attributed to each cost 
test perspective in our economic screening.  These are the easily identified and typical 
direct costs and benefits that can be associated with RDG.  We have also included a 
category entitled 'Other Direct Benefits' to capture other specific, measurable benefits that 
may be identified.   
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Table 7: Benefits And Costs Of RDG From Five Cost-Effectiveness Test Perspectives 
Included In Our Modeling 



Tests and Perspective Costs Benefits 
Participant Cost Test 
 



• RDG capital and 
operating costs 



• Participation incentives 
• Energy sales and/or bill savings 
• Equipment rebate 



Utility Cost Test (UCT) 
Distribution Utility as DG 
Owner 
 



• RDG capital and 
operating costs 



• Siting costs for 
utility-owned RDG 



• Transmission tariff savings 
• Distribution capacity savings 
• Energy savings 
• Voltage support 
• Other direct benefits, such as 



lower tipping fees for solid waste 
Ratepayer Impact Measure 
(RIM) 



• Revenue loss 
• Incentive 



payments 
• Equipment rebate 
• Administrative 



costs 



• Transmission tariff savings 
• Distribution capacity savings 
• Voltage support 
• Energy savings 



Total Resources Cost Test 
(TRC) 



• RDG capital and 
operating costs 



• Administrative 
costs 



• Distribution capacity savings 
• Energy sales and/or savings 
• Transmission tariff savings 
• Other direct benefits, such as 



lower tipping fees for solid waste 
Societal Cost Test • RDG capital and 



operating costs 
• Administrative 



costs 



• Distribution capacity savings 
• Voltage support 
• Energy sales and/or savings 
• Other direct benefits 
• Transmission tariff savings 
• Indirect benefits, such as reduced 



emissions and increased property 
value 



 



The major difference between the TRC and Societal tests is the inclusion in the Societal test 
of externalities or indirect benefits such as cleaner air and increased local property values, 
elements for which a clear price or economic valuation may not exist. To avoid diluting 
results by mixing these indirect, unpriced values with known, priced values, our 
methodology relies on a 'gap analysis' to evaluate the Societal test perspective.  The gap 
analysis measures direct benefits against direct costs and weighs the economic 'gap,' if 
any, against a list of indirect benefits.  We discuss the gap analysis in more detail in the 
indirect benefits section. 
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2.5.1. Calculation of Benefits and Costs 
This section describes in greater detail our methodology for calculating the benefits and 
costs that enter into the cost tests described above. We have made an effort to simplify the 
inherent complexity in some of the inputs and calculations for ease of use but only if these 
simplifications do not affect the robustness of the results. In every case, we calculate the 
net present value (NPV) of the stream of costs and benefits, based on the discount rate 
appropriate to the test perspective, and compare the two.  Our results are presented on an 
NPV basis. 



2.5.1.1. Costs of RDG 
For the Participant, TRC, and Utility (assuming utility RDG Ownership) test perspectives, 
the costs of RDG comprise the capital, fuel, and O&M (fixed and variable) costs of the 
RDG technology under evaluation.  Table 8 shows the key RDG performance 
characteristics and cost data we used in our analysis.  We used publicly available 
information on commercially available technologies.  Additional information on RDG 
technologies is available in Appendix A. 



For the RIM test perspective, RDG capital and operating costs are excluded since these 
costs are borne by the participant and have no impact on the utility’s rates or operating 
margin. Instead, costs in the RIM test include lost revenues due to reductions in the 
participant’s energy bill.  The RIM test also includes as costs any incentives paid by the 
utility to participants and any administrative costs associated with a utility DG program.
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Table 8: RDG Performance Characteristics  



Technology Name
Generator Life 
(Years)



Fuel Type: (1)No Cost 
(solar, hydro, wind) (2) 
Biodiesel 80/20 (3) 
MSW Delivery and 
Process. $/MMBtu (4) 
Landfill Gas (5) 
Renewable Fuel #5



Heat Rate (Net Heat 
Rate for CHP 
Applications) Capital Cost $/kW Fixed O&M $/kW-yr Variable O&M $/kWh 



Biogas - 10kW PEM Fuel Cell 10 4 11,370                       $5,500 $18.00 $0.03
Biogas - 10kW PEM Fuel Cell CHP 10 4 6,370                         $5,500 $18.00 $0.03
Biogas - 100kW SOFC Fuel Cell 10 4 8,338                         $3,500 $10.00 $0.02
Biogas - 100kW SOFC Fuel Cell CHP 10 4 5,731                         $3,500 $10.00 $0.02
Biogas - 200kW PAFC Fuel Cell 10 4 9,480                         $4,500 $6.50 $0.03
Biogas - 200kW PAFC Fuel Cell CHP 10 4 5,105                         $4,500 $6.50 $0.03
Biogas - 200kW PEM Fuel Cell 10 4 10,725                       $3,600 $6.50 $0.02
Biogas - 200kW PEM Fuel Cell CHP 10 4 5,775                         $3,600 $6.50 $0.02
Biogas - 250kW MCFC Fuel Cell 10 4 7,930                         $5,000 $5.00 $0.04
Biogas - 250kW MCFC Fuel Cell CHP 10 4 5,730                         $5,000 $5.00 $0.04
Biogas - 30 kW Capstone 330 Microturbine 10 4 15,070                       $2,260 $0.00 $0.02
Biogas - 30 kW Capstone 330 Microturbine w/ CHP 10 4 5,434                         $2,630 $0.00 $0.02
Biogas - 500 kW Gas Recip GA-K-500 10 4 12,003                       $936 $26.50 $0.00
Biogas - 800kW Caterpillar G3516 LE 10 4 10,246                       $724 $0.00 $0.01
Biogas - 800kW Caterpillar G3516 LE w/CHP 10 4 4,771                         $971 $0.00 $0.01
Biogas - 3MW Caterpillar G3616 LE 10 4 9,492                         $702 $0.00 $0.01
Biogas - 3MW Caterpillar G3616 LE w/CHP 10 4 4,857                         $864 $0.00 $0.01
Biogas - 5MW Wartsila 5238 LN 10 4 8,758                         $727 $0.00 $0.01
Biogas - MSW Gassification 15 3 8,000                         $5,179 $20.00 $0.00
Biodiesel - 500kW DE-K-500 12.5 2 10,314                       $386 $26.50 $0.00
Solar - PV-2 kW 20 1 -                             $9,390 $14.30 $0.00
Solar - PV-30 kW 20 1 -                             $8,550 $5.00 $0.00
Solar - PV-200 kW 30 1 -                             $6,980 $2.85 $0.00
Solar - Thermal SAIC SunDish 25 kW 20 1 -                             $5,700 $20.00 $0.00
Wind - Bergey  WD -10kW 10 1 -                             $6,055 $5.70 $0.00
Wind - GE 750 kW 20 1 -                             $1,200 $15.00 $0.00
Wind - GE 1.5 MW 20 1 -                             $1,000 $15.00 $0.00  
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3.0 Engineering Screening Analysis  



3.1. Overview 
This chapter describes engineering screens performed on the SMUD distribution system to 
estimate the feasibility of accommodating distributed generation and the potential value 
of that generation to the benefit of the power delivery system. A particular emphasis is 
given to renewable generation. 



The system being studied here is known as SMUD Area B.  It consists of approximately 
700 MW of load with peak losses in the 12 kV distribution system of 10.5 MW (1.5%).  It is 
an area approximately 17 miles in width and is rather uniformly covered with substations 
having relatively short feeders of one to two miles.  For the most part, losses are relatively 
low with a few areas having incremental losses as high as 8%. 



The analysis was performed in three steps: 



1. Determine the area power flow characteristics 



2. Perform a distributed generation (DG) siting analysis for the area 



3. Perform operational feasibility analysis for proposed cases 



The area was evaluated for the best areas to add small, medium and large sized generation 
with respect to losses and released capacity.  The sizes were represented by 100 kW, 1000 
kW and 5000 kW generators, respectively. 



Three reference cases were developed: 



1. 13.5 MW of generation sited for optimal loss reduction 



2. 13.5 MW of generation sited for optimal released feeder capacity 



3. 20 MW of solar PV generation dispersed over the area 



Operation feasibility screens were performed for each of these cases.  No likely problems 
were indicated for these DG configurations.  Considerably more generation can likely be 
accommodated in Area B without requiring costly changes to the distribution system, 
provided it is not more heavily concentrated than in the reference cases developed here. 



Reference Case 1 achieves a net incremental peak loss reduction of 5% for 13.5 MW of 
generation.  The first few generators added can achieve up to 8% incremental peak loss 
reduction.  More widely dispersed generation sited at random, such as Reference Case 3, 
can be expected to contribute only 2% peak loss reduction.  Reference Case 2 is somewhat 
less effective in reducing losses than Reference Case 1, but should prove to be more 
effective in releasing feeder capacity for reliability improvement.  (Incremental loss 
reduction is defined as the percentage of the loss reduction relative to the amount of 
generation added.) 



Impact on annual energy and capacity values will be evaluated in the Reliability Chapter 
yet to follow. 
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3.2. Description of Analysis 
This section describes the work performed to gain an understanding of the essential 
electrical characteristics of the system and to evaluate the feasibility of distributed 
generation (DG) alternatives from an engineering perspective. A model of the primary 
distribution system was constructed in Electrotek’s Distribution System Simulator (DSS), 
which was used to perform the analysis described herein. 



The steps in the analysis are: 



1. Generate graphics of the power flow in the system.  This allows us to 
rapidly gain an understanding of the system and begin to understand 
where there might be some opportunities for DG.   



2. Perform a siting analysis for various sizes of generation. This determines 
where the most benefits to the distribution system are likely to be obtained. 



3. Evaluate a range of DG schemes for operational feasibility with respect to 
losses, voltage regulation, and impact on overcurrent protection. 



This report is divided into three major sections corresponding to the steps above. 



Although it had no specific DG plans to investigate, SMUD has an active program for 
encouraging the use of solar power.  Therefore, one case was developed with 20 MW of 
PV distributed across the system.   



Two other cases were developed by siting generation where it would have the best benefit 
for either losses or released feeder capacity.  This is a common technique we use to 
determine what might be possible with DG if one had the choice to place the DG where it 
might best benefit the power delivery system. 



For each case, a standard voltage regulation screen and overcurrent contribution screen 
was executed.  These screens are intended to identify cases where the distribution system 
must be changed to accommodate the DG.  Two of the more limiting issues are the 
amount the voltage changes when the generation is brought on or off the system and the 
amount of additional fault current contributed by the generation. 



3.3. Power Flow Characteristics 
Figure 11 shows a typical diagram for the peak-load power flow case for SMUD Area B. 
The thickness of the lines in this plot is in proportion to the power flowing in the lines.  
Therefore, the main feeders are clearly visible.  The substation locations can be deduced 
from the convergence of the thick feeder lines, but are also marked with a red triangle 
symbol.  



This diagram helps the engineer understand how things are connected and whether there 
are any likely problem areas that might be addressed by DG.  The area appears to have a 
rather uniform distribution of substations with the load relatively well distributed among 
the stations. 
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There are 52 transformers represented in this model (some substations have more than 
one transformer).  The model consists mainly of the 12 kV lines.  There is a 69 kV 
equivalent at each substation, but the 69 kV system is not represented in detail.  Therefore, 
the impact of DG on the transmission system is not included in this analysis.  The benefits 
identified in this report are strictly related to the 12 kV primary distribution system. 



 



Figure 11: Power Flow Diagram For Area B 



The system model consists of over 8,800 buses and approximately 700 MW of load.  The 
data for the line impedances and loading were extracted from a Microsoft Access database 
used by the Stoner SynerGEE program.  This program is used by SMUD engineers for 
planning and analyzing the distribution system.  When the model was first received, it 
contained descriptions of some substations on the fringe of the area shown in Figure 11.  It 
was unclear whether these models were complete, so they were stripped out of the model 
built in the DSS. 



Figure 12 shows a partial map of Area B corresponding to approximately the right half of 
the power flow diagram in Figure 11.   As might be expected, the feeder lines and street 
lines are coincident in most cases.  This area is approximately 17 miles from left to right. 



The typical distance between substations would appear to be one to two miles.  The 
substations are well distributed across the area and the feeder lengths are short relative to 
feeders in more rural areas.  This results in a more efficient power delivery system than 
found in other utilities that might use longer average feeder lengths.  This observation is 
borne out in some of the calculations performed in this report. 
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Figure 12: Partial Map Of Area B 



 



3.3.1. Losses 
To compare the DG options, we need to first establish the base case.  One key figure of 
merit is the peak loss value.  For the base model, we compute the losses in the primary 
distribution system as follows: 



Total Active Power:   710.761 MW 



Total Active Losses:   10.491 MW, (1.476 %) 



This does not include secondary losses and transformer idling (no load) losses. It includes 
only the losses in the substation transformers and in the 12 kV lines.  Secondary losses for 
typical utility systems might average 4% or more on an annual basis.  As of this writing, it 
is not know what the annual losses are for SMUD as a whole. 



From the engineering viewpoint, this value is relatively low compared to other 12 kV 
systems we have studied.   
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3.4. DG Siting Analysis 
The preceding analysis gives insight into some general system characteristics.  However, 
with the substations scattered rather uniformly throughout the geographical area, it does 
not give much indication where the generation should be sited for optimal benefits.  
Benefits from DG to a distribution system are often very site-specific. 



The 'optimal' location for DG on distribution systems will depend on what is being 
optimized and is quite sensitive to the size of generation.  This engineering screening 
approach investigates both small and large unit sizes.  The locations identified for small 
sizes are possible candidates for encouraging solar PV and small CHP applications.  The 
locations identifies for larger sizes would be possible candidates for peaking units, large 
CHP and baseload applications.   



For each unit size, we typically find optimal sets of locations with respect to loss reduction 
and released feeder capacity.  The loss reduction computation is straightforward:  simply 
compare the losses of the various proposed cases.  Released capacity is computed in terms 
of energy exceeding normal (EEN) rating of the feeders.  Other criteria could be used in 
special cases, but were not in this study.   



Losses are often an indicator of where the locations with the greatest overall benefit to the 
system are to be found.  While one might expect the loss-optimized locations to improve 
system efficiency, there is also a relationship between losses and capacity.  Therefore, 
optimizing for minimum losses is often near-optimal for capacity issues as well.   



Optimizing strictly on EEN generally highlights locations on feeders that are presently 
utilizing the greatest percentage of their capacity. This often corresponds to feeders with 
heavier losses, but not necessarily.  No credit is given for reducing capacity below the 
value established for the normal rating.  Therefore, only the lines with peak loading in 
excess of normal rating are considered candidates for DG in this analysis. 



In this study, three sizes of generators were used.  A 100 kW test generator was used for 
the small unit size, a 1,000 kW for a medium-sized generator, and 5,000 kW (5 MW) for the 
large size.  100 kW is small relative to the capacity of any of the feeders and lateral 
branches and the results should apply to any small generators. The results for this case 
give a good idea of the incremental improvement possible with respect to losses or 
released capacity.  1,000 kW is typically about 15% of a given feeder’s capacity and is a 
common size of DG applied.  5 MW is more than 50% of the capacity of any one feeder 
and is, therefore, likely about as large of a generator as would be practical without 
considerable changes to the existing system. 



 



3.4.1. Optimal Locations for Loss Reduction 
The first screen is to place the test generator at each bus and then rank the buses based on 
relieving losses in the distribution system. It should be noted that the result depends on 
the specific loading assumptions in the model.  SMUD could hypothetically vary the 
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loading relatively easily by changing the switches so that the optimal locations might very 
well shift to another feeder. 



Figure 13 depicts the results of this analysis for a 100 kW test generator.  The buses in red 
(dark on a monochrome print) represent the buses in the top quartile (25%) of the loss 
reduction range.  The buses in green are the next most favorable and light blue (cyan) the 
least.  The cutoff between the cyan and green buses is 50% of the range. 



The loss reduction range was from slightly less than zero (a small increase in losses) to 
almost 8% of the generator’s capacity (max of 8 kW loss reduction for a 100 kW generator) 
depending on location.  It is common for the first generator added at peak load to achieve 
a fairly significant loss reduction – if it is in the right place.  Then the improvement 
declines for other generators added in the same general area (see description of Reference 
Case 1 below).  Eight percent is a moderate incremental loss reduction for the first 
generator.  More constrained distribution systems often have incremental loss 
improvement of more than 15%. 



The vast majority of the buses (cyan) have incremental loss improvements less than 4%.  
The conclusion is that the power delivery service to most of the area uniform and fairly 
efficient.  There are only a few areas where the incremental losses are computed to be 
moderately high, as indicated.   



 



 



Figure 13: Locations In Red Are Most Optimal For 100 Kw Generation On SMUD Area B 
System With Respect To Reducing Peak Load Losses. 
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This conclusion is reinforced in Figure 14.  Here, the red (darker) circles indicate the buses 
with incremental loss improvement in the lower quartile.  In this case, these are areas 
where the incremental loss improvement is 2% or less of the generator size.  As can be 
readily seen, these represent the majority of buses. 



 



 



Figure 14: Red Areas Are Least Optimal For Siting 100 Kw Generation With Respect To Loss 
Reduction. 



 



 Figure 15 shows the same plot as Figure 13, except that the test generator size is 1,000 kW.  
This gives virtually the same result as the 100 kW test generator with respect to loss 
reduction.  This is an indication that the feeders are relatively short and there is little 
difference between 100 kW and 1,000 kW at a site.  On systems with longer feeders, 
placing 1,000 kW farther out on the feeder will often make a more noticeable difference. 



The 5 MW test generator shown in Figure 16 results in some slight differences in optimal 
locations from the other two cases, but is still similar.  A few buses where generation may 
be a bit too large drop out of the top 25% of the range while a few buses on more heavily 
loaded sections rise to the top 25%.  The incremental loss reduction for this size generator 
is no longer nearly 8%.  It is only 3.7% (of 5,000 kW).  Thus, while the plots look similar, 
the color scale is not the same as the previous two plots. 
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Figure 15: Optimal Locations For 1,000 Kw Generation On SMUD Area B System With Respect 
To Reducing Peak Load Losses 



 



 



Figure 16: Optimal Locations For 5,000 Kw Generation On SMUD Area B System With Respect 
To Reducing Peak Load Losses 
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3.4.2. Optimal Locations for Released Capacity 
As a next screen, we tested the three generator sizes for their effects on releasing capacity 
on the system.  This will favor the areas that use a larger proportion of the feeder current 
carrying capability. 



The circuit data supplied by SMUD had two ratings, the smaller of which was interpreted 
as the normal rating.  We found that in many cases this rating was too high to give good 
resolution on the power being served above this level; not many lines were above this 
rating.  Therefore, we resorted to our default practice of setting the normal rating to 50% 
of the maximum rating. 



 



Figure 17: Optimal Locations (Red) For 100 Kw Generation On SMUD Area B System With 
Respect To Releasing Capacity 



 



Figure 17 shows the results for the 100 kW test generation.  Again, the red dots indicate 
buses in the top 25% of released capacity criteria.  For many of these sites, adding a small 
generator of 100 kW results in 100 kW released capacity.  The red circles indicate 75-100 
kW released capacity. 



Figure 18 is essentially the inverse of Figure 17 with the red areas representing 0 to 25 kW 
released capacity.  These would be the least optimal with respect to released capacity.  
These areas are typically where the feeders are not loaded the cutoff criteria – 50% of 
maximum rating in this case – and there is likely little capacity benefit for DG located in 
these areas. 



 57











 



 



Figure 18: Areas In Red Are Least Optimal For Releasing Capacity With 100 Kw Generators. 



 



As we use larger and larger test generators, the number of buses included in the upper 
quartile of best locations for releasing capacity shrinks.  Figure 19 shows the results the 
1,000 kW case. As with the losses, the differences between this and the 100 kW case are 
minor.  The 5 MW test generator case is significantly different.  There are only a few 
locations where the feeder loading is heavy enough to justify this much generation for 
feeder benefits (there are many locations that can support this much generation, but there 
may be no feeder benefits).  These show up clearly on the plot in Figure 20.  
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Figure 19: Optimal Locations For 1,000 Kw Generation On SMUD Area B System With Respect 
To Releasing Capacity. 



 



 



 



Figure 20: Optimal Locations For 5,000 Kw Generation On SMUD Area B System With Respect 
To Releasing Capacity 
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3.4.3. Reference Case 1: Optimally Sited for Loss Reduction 
The objective of this analysis is to develop a reference case with generation distributed 
around the system to achieve the optimal reduction of losses at peak load.  Such a case 
may be used to compare against other proposed DG applications to judge how well the 
applications do with respect to benefits to the delivery system. 



The algorithm for this is straightforward: add generation in small units in sequence, each 
one at the bus that yields the lowest loss.  For 12 kV systems, 500 kW units are generally a 
good compromise between computational efficiency and a sufficiently small unit size. 
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Figure 21: Incremental Loss Reduction In Percent Of Last DG Unit Added. 



 
Figure 21 shows the characteristic of the increment loss reduction for each successive 
generator addition for the SMUD Area B system.  Incremental loss is defined as the loss 
reduction achieved as a percentage of the DG size. The first unit that is added results in an 
8% incremental loss reduction.  That is, the losses in the 12 kV system are decreased some 
40 kW.  Therefore, placing the 500 kW generator in the chosen location reduces the power 
demand by 540 kW at the peak loading level (the loss reduction is less at lower loading 
levels).   



The incremental loss reduction decreases relatively rapidly with each successive generator 
addition until it begins to level off at 4-4.5% above 9 MW total generation.  There are 
relatively few locations at which the high incremental loss reduction can be achieved, but 
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many locations where about half the maximum can be achieved.  Eventually, as the area 
becomes blanketed with DG, the incremental loss reduction declines to about 2%. 



Figure 22 shows the result of adding 27 units, or 13.5 MW of generation optimally for loss 
reduction.  Clusters of generation indicate locations that can accommodate substantially 
more than 500 kW and still satisfy the optimization criteria.  Experience has shown that 
this technique gets very close to, or exceeds, the optimum determined by more 
mathematically elegant methods. 



It is clear from this diagram that the areas of interest with respect to applying DG to 
improve the efficiency of the distribution system are in the right one-third of the diagram.  
This is consistent with the locations identified in Figure 13 and Figure 15. 



 



Figure 22: Optimal Siting For 13.5 MW Of 500 Kw Generators For Loss Reduction 



 
The 13.5 MW of generation results in a savings of approximately 670 kW at peak load for 
an average incremental savings of nearly 5.0%.  This establishes a target for what might be 
achievable for well-placed generation. 



  



3.4.4. Reference Case 2: Optimally Sited for Released Capacity 
The second reference case we will establish here will be done in a similar manner as the 
first, except that the optimization criteria will be mostly released capacity in terms of 
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reduced EEN at the peak load hour.  We will use the same number of 500 kW units as 
established in the previous reference case, or 27. 



Figure 23 shows the results of this optimization run.  As with the losses, the first generator 
is sited at the location resulting in the greatest decrease in EEN.  Then the second 
generator is sited using the same criteria, and so on.  Clusters of generators indicate areas 
that can use more than 500 kW. 



The basis for the EEN calculation is the normal current-carrying capacity of the lines, 
which was established at 50% of the maximum.  Thus, this analysis will favor lines loaded 
more than 50% of maximum and will ignore lines with less loading.  By using this rating, 
there is some correlation to the reliability of the system in the sense that EEN is a measure 
of how much excess capacity is available to use to backup loads on other feeders in case of 
faults.  Lines loaded less than 50% typically would not need assistance from DG in order 
to perform the backup function.  Therefore, adding DG to those lines would not generally 
improve reliability.  Adding DG to heavily loaded lines would have an impact on 
reliability. 



 



 



Figure 23: Optimal Siting For 13.5 MW Of 500 Kw Generators For Released Capacity 
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3.4.5. Reference Case 3: 20 MW Distributed PV Generation 
For this reference case, 20 MW of small generation representing solar PV generation was 
distributed across Area B at approximately 390 buses in proportion to the load. Figure 24 
depicts the distribution of the generation.  SMUD engineers estimate that there is currently 
900 kW of PV generation in Area B.  Therefore, this reference case represents a 
considerably higher penetration level than currently exists. 



The generation in this case reduces the losses by 430 kW at peak load for an average 
incremental improvement of 2.15%.  The demand to Area B is reduced by 20.43 MW at 
peak load assuming the peak generation is coincident with the peak load. 



The loss savings is less than half of what is achievable if the generation were purposely 
sited to reduce losses (compare to Reference Case 1).  This is not surprising because by 
dispersing the generation widely throughout the system, much of it ends up in locations 
that will yield less incremental improvement. 



Impact on the annual reduction in EEN will be evaluated in the Reliability Chapter. 



 



 



Figure 24: Distribution Of 20 MW Of PV Generation For Reference Case 3 
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3.5. DG Operational Feasibility 



3.5.1. Voltage Regulation Screen 
The voltage regulation screen computes the voltage change when the generation is 
suddenly brought on or off the system.  While it may not be likely that widely distributed 
generation will connect to the system simultaneously, there will be instances when all the 
generation will suddenly exit the system.  The utility distribution fault clearing process is 
designed for radial systems.  Therefore, all DG must disconnect to allow this process to 
complete successfully.  The general rule is for the DG to remain disconnected for five 
minutes.  If the system has become dependent on DG, the voltage could sag too low 
during this period.   



The limit is generally considered to be 5% to prevent power quality problems on the 
feeders.  More than 5% change can be accommodated on some systems if equipped with 
fast voltage regulators now available from some manufacturers.  



The cases tested here did not have enough generation installed to tax the power delivery 
system with respect to voltage. The generation was sufficiently dispersed to limit the 
voltage change below that which might occur if the generation were concentrated in one 
place. The cases where 13.5 MW were added optimally resulted in the voltage change 
shown in Table 9. 



 



Table 9: Voltage change for 13.5 MW cases 



 



Optimally for losses 2.0% 



Optimally for released capacity 2.77% 



 
 



Based on this screen, the system ought to be able to handle these distributions of 13.5 MW 
of generation without making any changes with respect to voltage regulation.  The system 
should be able to accommodate at least twice as much similar generation before there 
might be a likely voltage regulation problem.  Even more generation could be 
accommodated according to this criterion if it is widely dispersed among various feeders. 



When the generation is spread out across the system as it might be for 20 MW of solar PV 
systems (Reference Case 3), the voltage change is computed to be less than 0.2%.  At this 
level, there is not enough generation concentrated on any one feeder to cause much 
voltage change.  Keep in mind that this model does not represent the impact on the 69 kV 
transmission system, which could register a more significant voltage change for sudden 
increase of 20 MW in load.  Nevertheless, the system should be able to accommodate 
considerably more such generation assuming it is not concentrated disproportionately to 
the load. 
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These are typical results for systems where the feeders are relatively short and the 
generation is spread out across the system.  The more significant voltage regulation 
problems occur when the generation is concentrated on only a few feeders or on one 
substation. 



3.5.2. Overcurrent Protection Screen 
Utility distribution system design is essentially dictated by the method used to detect and 
clear short circuits.  There are two key issues evaluated in this screen that are indicators 
for DG having an adverse impact on the proper detection and clearing of faults: 



1. The amount of increased fault current 



2. The percent change in fault current from the original 



The first is important for the ratings of the fuses and breakers on the system.  These are the 
devices that must interrupt the fault current that can range from a few hundred amperes 
to several thousand.  The system is generally designed assuming declining fault currents 
as the distance from the substation increases.  Utilities may take advantage of this to use 
less expensive equipment with lower interrupting ratings at locations farther from the 
substation.  DG can violate the assumption of reducing fault currents.  If the fault current 
increases significantly, fuses or other automatic switchgear may have to be replaced with 
higher rated equipment in the affected areas. 



When the percentage change is high there is increased risk the relays and fuses will no 
longer coordinate properly.  Overcurrent protective devices are coordinated with a certain 
margin of safety.  However, DG contributions to faults can erode this margin in some 
cases. This is often corrected by simply adjusting a setting on a control, but is an action 
that must be taken into consideration.  In other cases the entire scheme must be changed, 
requiring the purchase of more capable (and more expensive) relays. 
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Figure 25: Darker (blue) colors represent areas with larger change in fault currents for 13.5 MW 
generator case, generators sited for loss reduction. 



 



Figure 25 shows a plot of the system in which the color of the dots representing the buses 
has been adjusted according to the amount the fault current increased due to the addition 
of 13.5 MW of generation optimally sited for loss reduction in units of 500 kW as 
previously described.  Synchronous alternators were assumed with a transient reactance 
of 27% at 600 kVA rating.  Figure 26 shows a similar plot for the case where the same 
amount of generation was added for feeder capacity relief. 



The results for each of these two cases are found in Table 10. 



Table 10: Fault Current Changes With 13.5 MW DG Case 



13.5 MW DG Case Max Ampere Increase Max Percentage Change 



Sited for loss reduction 500 A 16.5% 



Sited for capacity relief 720 A 27.5% 



 



These are relatively minor changes in the fault current, although the latter case might 
come close to some coordination margins.  Normally, one is not greatly concerned with 
changes less than 50%, although some utilities have coordination margins in the 25% 
range. As of this writing it is not known if this will impact SMUD’s coordination criteria.  
On short feeders, as we see in this case, problems tend to begin when the generation 
capacity reaches 30% of design capacity. This would correspond to approximately 2.5 MW 
on an 8 MW feeder or a total of 6 MW on a 20 MW substation bus. 
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If there were a problem with this distribution of generation, the areas with the solid dark 
(blue) colors would likely require some changes in the relaying or the switchgear.  For the 
two cases depicted, the generation is not sufficiently concentrated to significantly change 
the fault currents seen at these locations. 



 



 



Figure 26: Darker (blue) colors represent areas with larger change in fault currents for 13.5 MW 
generator case, generators sited for released capacity. 



 



No fault analysis was performed for the PV solar generation.  It is assumed this generation 
will not contribute significantly to faults because the inverters will cease to switch or will 
limit the current to slightly above normal. 
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4.0 Load and Resource Analysis 
An important element of RDG assessment is evaluation of the fit between load shapes and 
RDG output. The more coincident the RDG output shape with the load shape, the greater 
the benefits, particularly in terms of deferring distribution investment.  This chapter 
presents information on the SMUD load shapes and the impact of characteristic RDG 
output shapes on peak load reduction and losses. 



4.1. Local Area Load Shapes 
E3 collected 2003 through 2004 load shape information from SMUD Area B for several 
substations.  The substation characteristics were combined into a single load shape that 
was assumed to apply to the entire area. 



Electrotek’s load shape analysis tool allows the user to select the year and data subset 
(system, substation, feeder, or some combination) of interest and view the corresponding 
load shape.  For each hour of each month (e.g. 8:00 – 9:00 a.m., March) the highest hourly 
system load value determined by the simulations is plotted.  The result is an image 
representing the load shape, as shown in Figure 27. 
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Figure 27: SMUD Area B Annual Energy Load Shape, Normalized 



 



As seen in Figure 27, the SMUD Area B peak energy consumption occurs during mid-day 
in the summer months expected to have the highest average temperatures.  Figure 28 
shows a similar plot except the quantity being plotted is the peak load demand in MW.  
High loads occur over a much broader time frame than the peak energy consumption.  
This indicates that high load demand days occur commonly throughout the warmer 
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months from spring through fall, but many more are concentrated during July and 
August. 
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Figure 28: SMUD Area B Peak Demand Shape 
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Figure 29: Topographical Representation Of SMUD Area B Peak Load Shape 



 



 70











The data from Figure 27 is shown as a topographical chart in Figure 28 with 70 MW per 
contour.  The topographical chart shows the same information, but is easier to read in 
terms of the exact peak load timing. 



4.2. Renewable DG Output Characteristics 
The engineering and economic analyses of renewable generation depend critically on the 
timing and location of the distributed generation.  For each renewable resource, we 
assume a ‘loadshape’ of the generator output, and a location for the purposes of the 
engineering modeling. 



Both the output pattern, and the location within the SMUD Area B system change the 
renewable generator’s ability to provide peak load relief (based on coincidence with the 
system profile above) and reduce losses.  The following table summarizes the contribution 
of each of the characteristic to reduction in EEN, peak, and average system losses 



4.3. Summaries of Demands and Savings 
There were three primary reference cases with two variations investigated in this analysis. 
These cases were intended to illustrate what might be possible with various types of 
generation.  Table 11 through Table 13 show the savings in power demand and losses for 
each of the DG options considered in this analysis.  These tables were compiled for the 
loading level corresponding to a 700 MW peak load.  The savings are expressed in both 
actual energy or power units, and in percentage.  If expressed as percent of generation, the 
values are the savings divided by the amount of energy produced or power capacity of the 
generation, as appropriate. 



 



Table 11: Purchased Power and Demand Savings 



 Gen 
Size 



Purchase Power Savings Peak Demand Savings 



Case MW MWh % of Gen kW % of Generator kW 



Reference Case 1 13.50 118911 100.6 14091 104.4 



Reference Case 2 13.50 117913 99.7 13905 103.0 



20 MW PV Case 20.00 35164 100.4 9855 49.3 



Ref Case 1 Peaker 13.50 5616 103.2 14091 104.4 



Ref Case 2 Peaker 13.50 5551 102.0 13905 103.0 
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Table 12: Annual Loss Savings 



 Gen Size Annual Loss Savings  



Case MW kWh %  % of gen kWh 



Reference Case 1 13.50 1515188 6.9 1.3 



Reference Case 2 13.50 970365 4.4 0.8 



20 MW PV Case 20.00 287286.1 1.3 0.8 



Ref Case 1 Peaker 13.50 179381 0.8 3.3 



Ref Case 2 Peaker 13.50 125246.6 0.6 2.3 



 



Table 13: Loss Savings at Peak Load 



 Gen Size Peak  Loss Savings 



Case MW kW % 



Reference Case 1 13.50 594 7.1 



Reference Case 2 13.50 419 5.0 



20 MW PV Case 20.00 162 1.9 



Ref Case 1 Peaker 13.50 594 7.1 



Ref Case 2 Peaker 13.50 419 5.0 



 



Each of the cases is described in more detail in the following sections.  The descriptions 
will refer back to the tables above. 



4.3.1.1. Reference Case 1: 13.5 MW of 500-kW Generators Optimally Sited for 
Losses 
As a reference case to gain understanding of the system and to establish a benchmark for 
what might be possible with RDG, 27 dispatchable generators, 500 kW each, were sited to 
reduce peak losses. Another reference case was developed in which the generators were 
sited to reduce the overloading on the lines (see Reference Case 2).  These generation units 
could represent microturbines or fuel cells operating off some sort of renewable fuel.  The 
resulting locations are shown in Figure 30. 
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Figure 30: 'Optimal' Locations (yellow circles) Assumed for 13.5 MW of DG for Reference Case 1 



 



This generation was simulated as operating both continuously as it might in a combined 
heat and power (CHP) application, and as peaking generation at the top 400 demand 
hours in a year.   



If the generation was to run continuously, the total demand is reduced approximately 13.5 
MW each hour of the day (see Figure 31). The actual amount varies with time of day. At 
peak, the demand is reduced more than 13.5 MW because the losses are reduced.  At 
minimum load, the reduction is slightly less than 13.5 MW due to losses in the local lines 
supplying the generators.   



This phenomenon is common with relatively large cogeneration that runs continuously on 
feeders where the load cycles.  At times, the generation produces excess current that 
actually exceeds the load current and results in losses.  



At peak load, the 13.5 MW of generation results in a demand reduction of 14.091 MW, 
with the additional 591 kW coming from the reduction in losses.  At minimum load, the 
losses increase approximately 50 kW over the base case at the same load.  Annually, this 
generation is quite effective by reducing energy losses in all of Area B by 6.9%. 



This moderately good result is expected since the generation was assumed to be sited for 
optimal loss reduction.  However, it does not necessarily imply that it will be economical 
to run such generators at the off-peak hours just to achieve these loss savings.  Even in this 
favorable case, only 1.3% of the generated energy goes toward loss reduction when 
considering the entire area.  There are pockets where the loss reduction is much greater. 



One should keep in mind that the model considers only primary distribution system 
losses.  On the average, primary losses are low in the SMUD system compared to more 
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heavily loaded systems. The areas chosen for siting generation have moderately high 
incremental peak loss reduction (7-8%), but most other areas have low incremental loss 
reduction. There is likely an equal, or greater, amount of losses in the secondary 
distribution system from the distribution transformer through the service drop cable to 
the meter.  Whether the generators will be connected in such a manner to do anything 
about secondary losses is an open question.  Smaller units connected to existing secondary 
buses may contribute significantly.  Larger units may have separate service drops and will 
suffer the same secondary loss penalty as the loads. 
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Figure 31: Impact Of 13.5 MW Generation Optimally Sited For Losses, Operated As Baseload 
Generation For A Typical 7-Day Load Profile During Summer Peak Loading 
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Figure 32: Peaking Generation Dispatch Shape For Top 400 Hours 



 
Running the same generation only on the peak 400 hr of the year (see Figure 32) results in 
the same peak load loss and demand savings (see Figure 33).  The total kWh saved 
annually is much less than for continuously running generation, but is a higher percentage 
of the generator output.  As peaking generation, a bonus of 3.2% is achieved in demand 
savings and 3.3% in loss savings.  This approaches optimal savings on this system and 
suggests that there might be economical applications for peaking generation. 
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Figure 33: Impact Of 13.5 MW Generation Optimally Sited For Losses  



Operated As Peaking Generation For A Typical 7-Day Load Profile During Summer Peak 
Loading 



 



4.3.1.2. Reference Case 2: 13.5 MW of 500-kW Generators Optimally Sited for 
Released Capacity  
A second reference case was established.  As with Reference Case 1, 27 dispatchable 
generators, 500 kW each, were sited to release capacity in the lines and transformers. 
These generation units could include microturbines or fuel cells operating off some sort of 
renewable fuel.    The resulting locations are shown in Figure 34. 
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Figure 34: Optimal Siting For 13.5 MW Of 500 Kw Generators For Released Capacity 



 



As in Reference Case 1, this generation was simulated as operating both continuously as it 
might in a CHP application, and as peaking generation at the top 400 demand hours in a 
year.   



If the generation was to run continuously, the total demand is reduced by approximately 
13.5 MW each hour of the day (see Figure 35). The actual amount varies with time of day.  
At peak, the demand is reduced more than 13.5 MW because the losses are reduced.  At 
minimum load, the reduction is slightly less than 13.5 MW due to losses in the local lines 
supplying the generators. 



This trend is similar to Reference Case 1; however, the results are not quite as satisfactory. 
The generation locations are good, but not as optimal with respect to loss reduction. 



At peak load, the 13.5 MW of generation results in a demand reduction of 13.9 MW, with 
the additional 400 kW coming from the reduction in losses.  At minimum load, the losses 
increase approximately 120 kW over the base case at the same load.  Annually, this 
generation reduces energy losses by 4.4%. 



This result is not quite as good as the generation that was assumed to be sited for optimal 
loss reduction.  Only 0.8% of the generated energy goes toward loss reduction. 



 



 77











0



100



200



300



400



500



600



700



800



1 Week



M
W



0



6



12



18



24



M
W



Base Case
Ref Case 2
Difference



 



Figure 35: Impact Of 13.5 MW Generation Optimally-Sited For Released Capacity,  



Operated as baseload generation for a typical 7-day load profile during summer peak 
loading. 



 



Figure 36 illustrates the impact of running the generation in this case as peaking generation 
for only the top 400 hours.  The week in which the annual peak occurred is shown.  In 
terms of percent of generation capacity this is much more effective than running the 
generator constantly.  A bonus of 2% is achieved in annual purchased power savings and 
2.3% in annual loss savings. 
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Figure 36: Impact Of 13.5 MW Generation Optimally-Sited For Released Capacity 



Operated as peaking generation for a typical 7-day load profile during summer peak 
loading 



 



4.3.1.3. Reference Case 3: 20 MW PV Generation 
For this case it was assumed that 20 MW of photovoltaic (PV) generation is distributed 
approximately uniformly over the system proportionately to load.  Assumed locations are 
shown in Figure 37.  A uniform distribution should yield a good estimate of the maximum 
capacity and loss reduction benefit possible from this type of generation.   
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Figure 37: Assumed Locations For 20 MW Of Solar PV Units For Reference Case 3 



 



For the photovoltaic characteristic, metered output from a nearby photovoltaic installation 
was assumed.  The shape for the peak PV output is shown in Figure 38. 



Figure 38 shows that PV peak power output is relatively consistent throughout much of 
the year.  It tapers off from the summer peak in the winter months with the January peak 
output approximately 70% of that in June.  The PV output corresponds well with SMUD’s 
overall load shape, suggesting there might be some good value for PV as a deferral 
mechanism for distribution investment.  Figure 39 and Figure 40 further illustrate the 
degree of coincidence between the load and the solar PV output. 
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Figure 38: PV Peak Output Shape, Normalized 



 



Figure 39: Coincidence Between Solar PV Output And Load During Peak Demand Week 
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Figure 40. Side-by-Side Comparison of SMUD Area B Load Contour (left) and Solar PV Output 
Contour 



 



While the correspondence with peak load is good, the duration of the load peak is slightly 
longer than the solar PV generation can provide without storage.  Thus, the capacity 
provided by PV will be limited, although it is better in this case than for many other utility 
systems. 



The impact on peak demand and losses of the PV system is mixed (refer to Table 11 
through Table 13), but relatively good for PV systems.  Approximately 1.3% of the energy 
generated goes toward reducing annual losses.  There is nearly a 2% reduction in peak 
losses (1.9%).  The annual savings are only 0.8% of generated energy. The purchased 
power savings net out to only slightly greater than the net amount of PV generation.  The 
PV output aligns fairly well with the load peak, but misses part of it (see Figure 41).  49.3% 
of the total capacity goes toward the peak reduction.  While this is not as great a reduction 
as achieved with dispatchable generation, it is good for solar PV generation where a 
typical value on other systems is in the 30% range. 



The loss reduction figures are not as good as in the other two reference cases because the 
generation is dispersed over areas with low incremental loss improvement factors, as well 
as those few areas where the incremental loss improvement is fairly high.  Thus, the 
average improvement is much less than the highest areas. 
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Figure 41: Impact Of 20 MW Of PV Generation Distributed Uniformly 



4.3.2. Conclusions 
The typical bonus, if any, from RDG that can be expected on this system is in the 1% 
range.  If the generator can produce power through the entire system peak, the peak 
demand can be reduced by an additional 3-4% over the generator output.   



PV generation is more effective against the system peak than in many other power 
systems.  The output catches the maximum peak, but the PV output shape is not broad 
enough to catch the entire evening peak.  Thus, the effective capacity with respect to 
demand and loss savings is approximately half the rating of the generation. 



These findings basically indicate that there are no big surprises expected for the proposed 
generation.  The change in purchased power demand will be very close to the amount 
generated.  If there were very high loading levels on the distribution feeders, there could 
be more significant gains from well-sited RDG.  While some highly constrained systems 
exhibit gains of 15% or more at peak load when the first increment of RDG is added, the 
maximum possible in SMUD Area B would appear to be about 7% at peak, with an 
average 2-3% over the year.   



Peaking generation in the proper location should provide some significant additional 
benefit to the SMUD Area B system.  Due to load cycling, continuously running 
generation tends to give back some of its demand and loss saving benefits during off peak 
hours. 
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5.0 Reliability Analysis 
This chapter presents the results of an analysis of the impact of distributed generation 
(DG) on the reliability of the SMUD Area B electrical distribution system. A particular 
emphasis was given to renewable technologies. 



The existing SMUD system has ample capacity for the present peak load of approximately 
700 MW.  As described by circuit data supplied by SMUD, the system is relatively 
compact, consisting of many relatively short feeders of one to two miles.   Therefore, 
capacity issues are not as great as they might be in a more heavily loaded distribution 
system. 



Four cases were simulated for this analysis in which the load was increased from 700 MW 
to nearly 1,100 MW: 



1. Base case with no DG modeled 



2. 13.5 MW of DG (base load and peaking) sited for optimal loss reduction 



3. 13.5 MW of DG (base load and peaking) sited for optimal released capacity 



4. 20 MW of widely dispersed solar PV generation 



Each of the latter three cases was compared to the base case to determine the incremental 
capacity improvement achieved.  These cases serve as reference cases for what might be 
achieved in SMUD Area B with appropriate applications of DG. 



The system is very clearly summer peaking.  Solar PV generation aligns fairly well with 
the summer peak, achieving an incremental capacity value of 45% of the installed capacity 
by the measures used here.  This is quite good for solar generation. 



Well-sited DG generally yields a 3-4% bonus when operating at peak load due to reducing 
losses as well as supplying some of the load.  The first few units sited could achieve 
incremental loss reduction as high as 7% of the generation capacity at peak load.  Of 
course, operating at lower loading level will yield less improvement and might even 
increase losses at certain times of the year. 



Well-sited dispatchable DG also can yield incremental capacity increases of two to three 
times the generation output.  That is, by addressing the more critical capacity constraints, 
the overall area load can grow by two to three times the capacity of generation added, 
while maintaining loss and capacity levels at or below present levels.  



Therefore, SMUD Area B should be able to benefit in terms of both loss reduction and 
released capacity with targeted DG applications.   



Only the impact on the distribution system (12 kV) was considered in this analysis.  
Including elements of the transmission system may alter these conclusions. 



5.1. Reliability Evaluation 
The reliability impact of small generation on the power delivery system is an area of 
continuing research.  Most distributed generation (DG) proponent literature will claim a 
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reliability benefit, but there is not agreement over how to define the benefit (see 
References 1 - 4).  The benefit is quite different depending on perspective. Utility engineers 
are reluctant to provide credit to DG for improving the reliability of the power delivery 
system.  They would argue that benefits of small generation are too small to make a 
difference in investment decisions and that DG cannot be depended on.  Others would 
argue that a system with more distributed sources is less vulnerable to failures in specific 
areas. 



Utility customers that install DG can experience an improvement in reliability if the DG 
can supply sufficient power when the utility system suffers an outage.  The traditional 
indices (SAIFI, CAIDI, etc.) for measuring the reliability of utility power delivery systems 
are too coarse to register a change if a small number of utility customers experience 
reliability improvement as a result of applying some form of DG.  The 'A' in the indices 
stands for 'average' with the denominator generally being the total number of customers 
in the system.  Thus, an improvement for a handful of customers does not appear 
significant.  Besides, these indices are more dependent on distribution system topology 
than other factors.  The location of switches, fuses, and automatic sectionalizing devices 
will play a greater role in the isolation of faulted sections and the rapid restoration of 
power to unaffected areas than nearly anything else.   



DG can increase the capacity of the system and there is an intrinsic relationship between 
capacity and reliability.  To evaluate reliability impacts of DG, we compute the additional 
load serving capacity made possible by the addition of DG.  Where the capacity of the 
power delivery system has been increased, there is the possibility of better 
accommodating emergency conditions. We evaluate the impact of a proposed DG 
application on the capacity of a distribution system by developing a 'cost' function 
proportional to selected operating quantities.  In this case, the quantities are the annual 
energy losses and the energy exceeding engineering limits as the load grows over a 
planning horizon.    



This process gives a better idea of the impact of smaller incremental capacity additions 
and, therefore, more easily permits comparisons of DG alternatives.  In this particular 
study, we analyzed the main proposed case and compared it to two reference cases that 
have more predictable characteristics. 



 



5.2. Basic Concept 
Figure 42 illustrates the basic concept used in the evaluation of capacity with respect to 
engineering limits.   Two limits are defined: Normal and Emergency (or Maximum).  The 
Emergency limits are never to be exceeded and assume loads would have to be 
disconnected (load shedding) to avoid damage to the power delivery system. This results 
in unserved energy (UE).  The Normal limit is used for planning studies of the normal 
circuit configuration, and we call the energy served above this limit EEN, for Energy 
Exceeding Normal. 



The figure illustrates the principle involved using two daily load shapes.  One exceeds the 
Normal limit while the other exceeds the Emergency limit after some assumed growth in 
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the load or alternate configuration of the system.  In general, the normal system 
configuration is used in studies that evaluate EEN and one or more contingency 
configurations are used in studies concerned with UE. 



The Emergency limit is determined by the maximum amount of current allowed in circuit 
elements.  This limit is more deterministic and is based on physical limitations of the 
network elements.  The Normal limit is more arbitrary and can be set for a variety of 
planning strategies.  In this particular study, only the normal circuit configuration was 
evaluated with the Normal limit being set to 50% of the Emergency limit.  The SMUD 
feeders and transformers are typically not heavily loaded in the normal configuration and 
the normal rating was selected so that the capacity gained (or lost) by proposed DG 
applications could be determined with a reasonable resolution in the EEN calculations.  By 
setting the rating at 50%, one side effect is that no credit is given for having more than 50% 
available capacity to serve as a backup to other feeders. 



This concept is simple when there is but one 'capacity' of a given system.  In practice, there 
are many elements in a distribution system in which limits can be exceeded 
simultaneously and the evaluation can become quite complicated.  The Electrotek 
Distribution System Simulator™ (DSS) is designed to compute and keep track of the 
various capacities.  For this analysis, EEN and UE numbers are essentially computed 
feeder-by-feeder and summed for the entire model system at a given hour.  This must be 
done with care to avoid double counting and the program has sophisticated algorithms 
for doing this.  Thus, it is possible to determine the degree to which a plan impacts the 
whole system under study.  While there may be great impact on one feeder, this may or 
may not result in a significant impact on the whole system. 



 



 



Figure 42: Graphical Explanation Of EEN And UE 
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Figure 43: Evaluating The Impact Of DG On The Power Delivery System Capacity 



 



Figure 43 shows the UE curves computed for two cases: the base or 'normal' case, and a 
case with distributed generation (DG) proposed to extend the life of the system.  In this 
example, the UE is essentially zero until Year 5 at which time the load is projected to 
exceed the maximum limits for the planning case.  Most utilities would plan to upgrade 
the power delivery system before the system peak load occurs in Year 5, so that the risk of 
unserved energy is minimized.  The question we are attempting to answer in this case is: 
How long can a proposed DG option defer the needed upgrade? 



The vertical difference between the curves represents the savings achieved by the 
proposed solutions.  When the UE numbers can be calibrated to actual system conditions, 
yielding the Expected Unserved Energy (EUE), this savings can be converted directly to 
costs, hence the term 'cost” curves.  This is done by multiplying the EUE by the value of 
unserved energy, which is generally in the range of $4 - $10/kWh for typical industrial 
and commercial loads.  When engineering limits are exceeded, the risk of UE is sharply 
higher and EUE costs become the primary driving factor for new investment in many 
cases.  



These curves are still useful even when the UE or EEN numbers cannot be calibrated to 
actual system reliability measures.  The horizontal difference between the curves reflects 
the incremental capacity, and, therefore, the timing required for various investments. In 
the example shown, the projected UE for the DG option increases to the same value as the 
base case approximately two years later.  Therefore, we can conclude that the DG option 
can be expected to provide the technical capability for two year's deferral of the upgrade 
as the same risk of UE.  If the savings in UE and deferral were economic compared to the 
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cost of operating the generator, then the DG option would be a good alternative to new 
feeder and substation construction.  This is a very useful analysis for situations described 
below: 



1. The load growth appears that it will outpace new feeder construction and 
DG is an option for covering contingencies until the construction can catch 
up. 



2. The load growth is slow and uncertain, but pressing the limits of the 
system, and DG might serve as a hedge against overloads until the growth 
is more certain and new delivery capacity can be justified. 



3. The load is in an area where new lines are expensive or difficult to 
construct and DG can help serve the load for a number of years, or 
indefinitely. 



Alternatively, MW load can be plotted on the x-axis instead of in terms of years.  Then the 
horizontal difference between the curves represents the incremental load-serving capacity 
the DG adds to the system.  This is becoming a popular measure of the effectiveness of all 
types if DG and is the method chosen to compare alternatives in this report. In terms 
specific to this report, given a particular DG proposal, how much more load can be served 
in SMUD Area B with approximately the same reliability as the present system? 



A similar analysis is done for annual system losses.  Losses can generally be correlated to 
capacity measures because they reflect how well structured the system is to serve the load.  
This often reveals insights not obvious from the unserved energy calculations alone. 



 



5.3. Distribution Reliability 
The question of impact of DG on distribution system reliability boils down to: How much 
more load can be served on the system with x MW of generation?   



The answer depends on how 'system' is defined.  If we focus on a single feeder, the 
increase in load served is often closely related to the size of the DG, assuming the DG is an 
appropriate location to be of assistance.  Sometimes, the increase in load-serving capability 
is greater than the DG size, if it is an appropriate generation technology and in a 
particularly good location.  At other locations, the benefit can be a small fraction of the DG 
capacity. 
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Figure 44: How DG Might Affect Distribution Reliability 



 



If we define the system as consisting of more than one feeder, the net gain is often much 
less than the DG size even if it is in a good location for one feeder.  A specific generator 
provides capacity to only one of those feeders and to the substation.  However, if the DG 
is sited so that it unloads a feeder, then it is theoretically possible to transfer loads from 
another feeder   if tie switches are placed properly, and achieve an apparent capacity 
increase. The concept is illustrated in Figure 44.  Consider the following cases: 



1. If the transmission system goes down, only a small amount of load can be 
served, i.e., those customers with backup generation (not all DG is capable 
of providing backup power). 



2. If a fault occurs on either Feeder A or B, load can theoretically be shifted to 
feeder C by opening some normally-closed tie switches and closing some 
normally-open ties.  This feeder is now more capable of serving additional 
load because part, or all, of its load-serving capacity has been freed up by 
the DG shown. 



3. If a fault occurs on Feeder C, the DG may or may not help, depending on 
where the fault is located.  If the fault is in the section closer to the source, 
the tie to B can be closed and the DG helps support the remaining load on C 
while being fed in the opposite direction from B.  If the fault is between the 
DG and the tie, the DG is likely of no assistance. 



One way of dealing with the reconfiguration problem is to leave sufficient capacity in the 
backup feeder to serve the entire load.  Thus, any time the load exceeds 50% of the 
maximum capacity, there is a risk of an outage that cannot be covered by simple 
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reconfiguration.  This is a conservative approach that is found more frequently in urban 
areas where the feeders are short enough that more easily accomplish that with a single 
switching operation.  It requires more investment in feeders. Some utilities permit the load 
to grow to 70-80% of maximum capacity.  This is a less conservative approach taken when 
either the utility is willing to undertake more switching options, or is willing to accept 
more risk of failure occurring at a load level that cannot be completely restored.  This 
might be the case in areas were outage times are historically short.  This philosophy 
generally results in fewer feeders. 



For the purposes of this study, the 50% philosophy will be used.  That is, any time the 
loading in the Normal configuration exceeds 50% of the feeder capacity, it will be assumed 
that the reliability of the system is compromised.   The amount of energy served above this 
level (EEN) will be considered the energy at risk.  Not only is the Area B system an urban 
setting in which this philosophy might well apply, this value also allows for improved 
resolution in the computing of the EEN values.  This provides better comparisons of the 
alternatives. 



5.4. Case Evaluation  
For each of the cases described in the following, the total load on the SMUD Area B system 
is assumed to grow from approximately 700 MW to nearly 1,100 MW.   



The simulations are performed for the base case with no DG, two reference cases with 
optimally sited DG, and one reference case with 20 MW of widely dispersed solar PV 
generation.  The reference cases are designed to have certain expected characteristics.  
These provide additional insight into the planning problem by showing what might be 
achievable by nearly ideal applications of DG with respect to selected criteria. 



EEN and loss curves are developed for the various options.  To compute EEN values for 
each case, the 'normal' rating of the power delivery elements was set to 50% of the 
maximum, or emergency, rating as described in the preceding sections.  The annual 
simulation is then performed in the normal circuit configuration and the EEN and losses 
are tabulated as the simulation progresses.  This avoids having to search for critical 
contingencies and simulate each separately.  The reliability evaluation values are 
computed in one pass.  These are then compared to determine the effective additional 
capacity added by each option compared to the Base Case for the same criteria.  The base 
case energy and peak power load shapes for SMUD’s Area B are shown in Figure 45 and 
Figure 46 respectively. 
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Figure 45: Load Shape (Energy) For SMUD Area B (Normalized) 



 



1



4



7



10



13



16



19



22



Ja
n



Fe
b



M
ar A
pr M
ay Ju



n Ju
l



A
ug S
ep O



ct N
ov D
ec



0



100



200



300



400



500



600



700



800



MW



Hour



Month



 



Figure 46: Load Shape (Peak Power) For SMUD Area B 
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Figure 47: Energy Exceeding Normal (EEN) for Area B 
 



Figure 47 shows the energy delivered through lines when the current exceeds 50% of the 
maximum rating of the lines.  This is referred to as energy exceeding normal, or EEN.  Not 
surprisingly, it shows a very prominent summer peak approximately corresponding to the 
assumed annual load shape. 



DG solutions that would add significant capacity to the power delivery capability of this 
system would have to deliver power at the times where this characteristic is the greatest. 
The base case EEN is used as one of the reference criteria for the comparisons described 
subsequently in this report. The losses are computed simultaneously and both the EEN 
and the losses are compared to the base case for each of the cases presented in this report. 



5.4.1. Reference Case 1: 13.5 MW of 500-kW Generators Optimally Sited for Losses 
The reference cases provide a benchmark for comparing proposed DG applications 
against the base case.  Reference Case 1 is designed to be nearly optimal with respect to 
improving the system with respect to losses using dispatchable generation distributed 
around the system.  To establish this case, 13.5 MW of DG were sited in 500 kW 
increments to achieve maximum loss improvement at peak load. The details of this case 
are described in the Engineering Analysis chapter.  Figure 48 is a chart from that report 
showing the distribution of the generators.   



The choice of 13.5 MW is simply an arbitrary value selected after the incremental loss 
improvement had leveled off.  That is, the best locations for 500 kW units had been taken 
and the remaining locations offered nearly the same incremental improvement. 



The siting algorithm tends to target areas that are more heavily loaded and areas served 
by longer lines.  It generally results in a DG distribution that has good characteristics for 
both capacity relief as well as loss reduction, although it would be expected to have better 
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performance with respect to losses.  The areas in which the DG is sited would generally be 
good areas to target for DG applications. 



 



 



Figure 48: Optimal Siting For 13.5 MW Of 500 Kw Generators For Loss Reduction 



 
It is assumed that the generation is dispatchable.  The generation dispatch was simulated 
in two ways: 



1. As baseload generation that runs continuously (or is available to run at all 
times)



2. As peaking generation restricted to running at certain times.  The dispatch 
characteristic for this generation is shown in Figure 49.  This was 
determined by assuming the generation would be dispatched whenever the 
load exceeded 500 MW in the base case.  This results in approximately 400 
hours of operation. 



For each of these simulations, as well as the remainder in this report, the load was 
assumed to grow uniformly from 700 MW to nearly 1,100 MW. 
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Figure 49: Peaking Generator Dispatch Characteristic 



 



Figure 50 shows the result of the EEN for this case compared to the base case. It shows an 
incremental capacity of nearly 20 MW growing to 25 MW as the load grows.  This simply 
means that the load in Area B can grow by 20-25 MW before the EEN reaches the same 
level it would without any DG added.  The condition is that the DG would have to be in 
the locations shown.   



The simulation was performed assuming the generation was running continuously.  With 
respect to EEN, this is also equivalent to saying the generation is available to be 
dispatched at any time with minimal delay to alleviate any overloads. (This does not hold 
true for the loss comparisons, however.) 



Figure 51 shows the same simulation running the generators as peaking generation for 
only the top 400 hours of the year. 



Note that most of the curves show a slight 'hitch' in the characteristic at approximately 
1,000 MW.  This appears to be due to the computer model modifying the load model to 
accommodate low voltages.  Thus, some additional reinforcement is likely to be needed 
when the load reaches this level. 
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Figure 50: EEN Computed For 13.5 MW Of Generation Sited In 500 Kw Units For Maximum 
Benefit To Distribution System Losses (Baseload) 



 



Capacity Gain for  
13.5 MW (Peaking) Sited Optimally for Losses



0



50000



100000



150000



200000



250000



600 700 800 900 1000 1100 1200
MW Load



M
W



h 
EE



N



0



5



10



15



20



25



In
cr



. C
ap



., 
M



W



Base
Ref 1 Peaker
Incr. Cap.



 



Figure 51: EEN Computed For 13.5 MW Of Generation Sited In 500 Kw Units For Maximum 
Benefit To Distribution System Losses (Peaking) 
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In Figure 50 we see the incremental capacity growing as the load grows while Figure 51 
shows declining incremental capacity.  The difference is that the data in Figure 50 assume 
the generation is available at any time while the hours for the peaking generation are 
prescribed.  As the load grows, currents exceed the assumed normal limits at hours other 
than when the generation is operating, implying something should be done to alleviate 
that situation eventually.  
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Figure 52: Losses Computed For13.5 MW Of Generation Optimally Sited In 500 Kw Units For 
Losses (Baseload) 



 
Figure 52 shows the same comparison with respect to the annual losses.  This comparison 
suggests an incremental capacity of more than three times the DG rated output.  This is a 
very good result, not completely unexpected since the DG unit locations have been 
selected for optimal benefits with respect to loss reduction.  It simply means that if the 
load growth were to occur uniformly across the area, the load could grow by 50 MW 
before the losses would be the same as without the generation.  



This result requires the generation to run continuously.  The annual savings are in the 
neighborhood of 1,500-2,000 MWh.  However, in terms of the amount of energy imported 
into the region, there is little net gain on an annual basis because the generation actually 
creates additional losses at light load periods when localized line flows reverse.  The 
generation was sited for optimal loss reduction at peak load. 



If the generation operates solely as a peaker, a 3-4% boost is achieved through loss 
reduction each time the generation is dispatched on.  In terms of the incremental capacity 
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as we have be defining it here, operating the generation for the top 400 hours yields a 
mere 5 MW incremental capacity as shown in Figure 53.  Put in other terms, operating the 
generation in this fashion is equivalent to achieving a 5 MW overall reduction in load for 
each hour of the year.  Obviously, peaking generation is not able to affect losses for the 
bulk of the hours per year when it is not running. 
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Figure 53: Losses Computed For13.5 MW Of Generation Optimally Sited In 500 Kw Units For 
Losses (Peaking) 



 



5.4.2. Reference Case 2: 13.5 MW of 500-kW Generators Optimally Sited for 
Released Capacity 



This case is quite similar to Reference Case 1 except that the generators are sited for 
optimal released capacity (as measured by EEN) instead of losses.  Sometimes this 
optimization is nearly the same as that for losses and this is the case for many of the 
generators sited by the algorithm.  However, there are some key differences in the 
locations chosen.   



The same amount of generation was chosen for this case as for Reference Case 1 simply to 
provide a consistent comparison.  The locations are shown in Figure 54.  These are the best 
locations with respect to reducing the amount of load served in lines with currents 
exceeding 50% of maximum rating. 



As might be expected, this distribution of generation produces a slightly better 
incremental capacity value with respect to EEN than the previous case.  The incremental 
capacity is in the 27-30 MW range (compare Figure 55 to Figure 50).  That is, this generator 
configuration is equivalent to an overall load reduction of 27-30 MW with respect to 
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capacity of the lines.  By reducing the loading in a few more critical lines, the overall load 
can grow more than twice the amount of added generation.  This is a good result, 
especially when considering only the distribution system.  If we were to include the 69 kV 
system, the impact could be even greater, although this is speculation at this point. 



 



 



Figure 54: Optimal Siting For 13.5 MW Of 500 Kw Generators For Released Capacity 
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Figure 55: EEN Computed For 13.5 MW Of Generation Sited In 500 Kw Units For Optimal 
Released Capacity (Baseload) 



 



Figure 55 represents the value achieved for generation that either runs continuously or is 
available at all times without delay.  As before, if the generation is constrained to a few 
prescribed hours, the increase is not as great (see Figure 56).  The EEN measure implies 
that if the generation is not available at other hours, there is increased risk that a failure 
cannot be compensated.  However, if it is available and the generation is in a particularly 
good place, there can be a significant bonus with respect to this measure. 
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Figure 56: EEN Computed For 13.5 MW Of Generation Sited In 500 Kw Units For Optimal 
Released Capacity (Peaking) 
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Figure 57: Losses Computed For 13.5 MW Of Generation Sited In 500 Kw Units For Optimal 
Released Capacity (Baseload) 



 



 101











Primary System Losses for 
13.5 MW (Peaking) Sited Optimally for Released Capacity



0



10000



20000



30000



40000



50000



600 700 800 900 1000 1100 1200
MW Load



M
W



h 
Lo



ss
es



0



5



10



15



20



25



In
cr



. C
ap



., 
 M



W



Base
Ref 2 Peaker
Incr. Cap.



 



Figure 58: Losses Computed For 13.5 MW Of Generation Sited In 500 Kw Units For Optimal 
Released Capacity (Peaking) 



 



As might be expected, the measures of incremental capacity are not quite as good as those 
for Reference Case 1 in which the generation was specifically sited for loss reduction (see 
Figure 57 and Figure 58).  The annual loss reduction if the generation runs continuously is 
4.4% instead of 6.9%.  However, this is not a bad number.  Interestingly, the incremental 
capacity number of approximately 30 MW for loss reduction is in substantial agreement 
with that determined by the EEN measure (see Figure 55). 



Therefore, both of the reference cases would appear to be good models for DG application 
to alleviate loss and capacity issues.  They give an idea of what might be possible on 
SMUD Area B if there can be targeted DG applied in this area. 



 



5.4.3. Reference Case 3: 20 MW PV Generation 
In this case, 20 MW of solar photovoltaic (PV) generation was dispersed over the system 
proportional to load.  By somewhat uniformly distributing the generation, one might 
expect to see good uniform capacity relief throughout the system and there would ideally 
be at least as much capacity gain as the amount of generation applied.  Another reason for 
including this reference case is that PV is a popular form of renewable generation.  This 
case demonstrates some of the issues with this form of generation with respect to system 
reliability.  This case might represent the result of an ambitious, long-term solar power 
incentive program that achieved the equivalent of 10,000 2-kW residential solar PV units, 
for example.  
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The generator locations assumed for the simulation are shown in Figure 59.  Figure 60 
shows the EEN computed for this case compared to the base case and the corresponding 
incremental capacity curve.  Figure 61 shows the same type of plot comparing the losses 
against the base case.  Both measures of incremental capacity are remarkably similar in 
this case:  approximately 45% of the installed PV capacity. 



 



 



Figure 59: Distribution of 20 MW of PV Generation for Reference case 3 
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Figure 60: Capacity Gain With Respect To EEN For 20 MW Of Solar Photovoltaic Generation 
Dispersed Throughout The System 
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Figure 61: Capacity Increase With Respect To Losses For 20 MW Of Solar Photovoltaic 
Generation Dispersed Throughout The System 
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This is a somewhat higher percentage of incremental capacity to installed capacity than 
we have seen in other cases related to this project.  The likely reason is that there is a 
correspondingly better coincidence between the load shape and the solar PV shape, 
particularly in the summer months. 



Figure 62 depicts the coincidence of the load and solar PV generation assumed for the 
peak week in the summer.  The load shape shown is the computed shape for the entire 
SMUD Area B system.  This coincidence is relatively good, although the load peak is 
clearly delayed from the generation peak by a few hours.  Nevertheless, there is still 
substantial generation output at the time of the peak.  As expected, the solar PV 
generation is not proportionately as effective as a well-sited dispatchable generator. 



The color contour plots in Figure 63 show another way to view the degree to which the 
solar PV output matches the SMUD Area B load.  Here, the yellow color represents the 
peak load of power output, fading to magenta.  Each cell in these plots represents the peak 
value in a given hour for each week of the year.  The solar PV output is quite intense 
during the middle of the day and tapers off relatively quickly on each side. The peak load 
demand has reasonably good coincidence with the peak solar PV generation, although the 
peak load period clearly has a longer duration than the solar PV has the ability to supply 
power without supplementing with energy storage. 
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Figure 62: Comparison Of SMUD Load Shape And Assumed Output Of Solar PV Generation 
For A Typical Summer Week 
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Figure 63. Comparison Of SMUD Annual Load Contour (Left) And Solar PV Annual Output 
Contour (Right) For Each Week Of The Year 



 



By covering most of the peak load during the summer, the solar PV option earns some 
credit toward improving the reliability of the distribution system.  An effective capacity of 
nearly 45% of the rating is good for solar PV generation and suggests that the SMUD Area 
B system might be a desirable match for this kind of generation. 



Keep in mind that this hypothetical case assumes a nearly uniform distribution of the 
generation.  If the distribution of PV generation is less ideal, the credit toward reliability 
could be less if not applied on parts of the system with a compatible load characteristic. 



 



5.5. Economic Reliability Analysis 
Here we investigate the economic value RDG impacts on the electric reliability of the 
SMUD system. Electric reliability is a measure the ability of the electric system to deliver 
uninterrupted power that is within specified power quality tolerances.  Reliability 
depends upon all systems along the delivery path, but in this study we specifically focus 
on the impact of RDG on the SMUD distribution system.  We do not consider generation 
or bulk transmission impacts because RDG of the size considered in this study would 
have little impact on those systems. 



The goals of planning T&D systems are to 1) provide grid connection service to all 
customers, based on the utility’s obligation-to-serve mandate; 2) provide electricity within 
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the power quality standards established by the utility regulators; 3) assure sufficient 
capacity or load transfer capability to meet peak demand; 4) minimize the extent and 
duration of outages; and 5) protect public and worker safety.   



Of these five goals, RDG can address peak demand (3), power quality (2) and to a lesser 
degree, the extent and duration of outages (4).  In this reliability analysis, we attempt to 
quantify the ability of RDG to reduce the likelihood and magnitude of load-related 
thermal overload or voltage sag.  These are distinct from outages that customers might 
experience because of external causes such as vehicle, animal, or tree damage.  



Our economic evaluation of the reliability impacts of RDG focuses on the change in 
unserved energy (UE) and the energy exceeding normal (EEN).  UE occurs when loads 
exceed the emergency ratings of equipment, and are generally evaluated under one or 
more contingency configurations.  UE is measured as the amount of load that would have 
to be disconnected (shed load) from the system to avoid damage to the power delivery 
system.  EEN is the amount of energy that exceeds the Normal limit.  The Normal limit is 
used for planning studies of the normal circuit configuration, and offers the advantage of 
not requiring specification of all relevant contingency configurations.   



In this economic evaluation, we combine customer value of service (VOS) and deferral 
benefits with the engineering reliability analysis.  There are various methods for 
performing the economic evaluation, just as there are various metrics for evaluating 
reliability.  This study focuses on the application of EEN to economic valuation, although 
other metrics are discussed at the end of this section for completeness. 



 



5.5.1. Customer Value of Reliability Improvement 
RDG can provide value to utility customers by reducing the likelihood of an outage or 
substandard power quality.  The value of the reliability improvement (VRI) can be 
calculated directly from the work discussed in the Engineering Analysis chapter, using the 
following formula: 



 



VRI = ∆EEN * p(outage) * VOS 



 



where:  



VRI is the value of the reliability improvement  



∆EEN is the change in energy exceeding normal (as defined in section 5.2) 
due to the installation of the DG 



p(outage) is the probability of having an outage, absent the DG 



  VOS is the average value of service reliability for customers that would 
experience the reliability improvement 
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If the utility planners have identified specific contingency scenarios, VRI associated with 
each of those scenarios can also be calculated using the following formula: 



 



VRIc = ∆UEc * p(outagec) * VOS 



where:  



Subscript c corresponds to the specific contingency scenario 



∆UE is the change in unserved energy for that contingency scenario 



 



Contingency scenarios were not simulated for SMUD. 



Unlike other cost elements considered in this study, there is no market for VRI .   The 
value to customers is an 'indirect' or non-transactional benefit akin to the environmental 
benefits from reduced air emissions.   The VOS reliability represents the maximum 
amount a customer would be willing to pay for their electric service.  It is difficult to judge 
customer willingness to pay, however, so the value is often approximated by the 
opportunity cost of electric power, which equals the value of unsupplied electricity.   VOS 
reliability therefore becomes synonymous with customer outage costs.   



Costs of interruption vary by customer class. Outage costs to commercial and industrial 
customers include lost sales, reduced manufacturing output, spoiled inventory, damaged 
equipment, extra maintenance, and overtime. Costs imposed to residential customers 
include spoiled frozen foods, substitute heating and lighting costs, and inconvenience. 
Some customers have a high per-outage cost, where even a brief interruption causes large 
problems, such as a semiconductor fabrication plant or a stockbroker, while others may 
have few problems until the outage lasts long enough, such as at an ice cream factory or 
plastic molder.  



Reported outage costs vary tremendously. One common approach is to normalize outage 
cost on a per kWh basis of energy not supplied. A range of values from the literature is 
illustrated in Figure 64 for several residential, commercial, industrial, and combined 
commercial and industrial surveys. Estimates typically range by an order of magnitude.    
Much of the variation is due to differences in the attributes of the outages that the studies 
are evaluating, as well as the methods that the various studies have employed.   
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Figure 64: Typical Range Of Reported Values For Customer Value Of Service (VOS) 



 



The range is due to survey methods used, the types of outages considered, and the specific 
residents or industries involved. Moreover, customer valuation of outage costs can vary 
depending upon customers’ experience with outages, and depending upon whether the 
survey aims to determine their 'willingness to pay' or their 'willingness to accept.'  As 
'willingness to accept' asks how much the customer should be compensated for lower 
reliability, the customers provide values here that are always significantly higher than 
their response to the willingness to pay question.   The analyst should take care to assure 
that VOS values are for willingness to pay and to the extent possible, reflect the attributes 
of the outages that would likely be avoided by the RDG installation. 



Typical mid-range VOS values are listed in Table 14. 
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Table 14: Mid-Range Customer Value Of Service (VOS) Estimates 



Customer Class $ per 1 hour $ per 4 hour $ per kWh 



Residential(1) $4-5 $15-20 $4-5 



Commercial(2) $400-600 $1,000 $30-50 



Industrial $10,000-
20,000 



$40,000-
50,000 



$10-20 



Agricultural $100 
(summer) 



$400 
(summer) 
$2,500 
(winter) 



$5-10 



(1) Home office customers have not been specifically surveyed. The magnitude of this market is 
uncertain but growing, and has VOS much higher than a typical residence. 



(2) The fast-growing "data center" sector has not been specifically surveyed, but may account 
for a significant fraction of new growth and have demonstrated much higher value of service 
than the average commercial business. 



 



For the purposes of this study we used $4/kWh for residential customers, $30/kWh for 
commercial customers, and $10/kWh for industrial customers. 



VRI results for SMUD are shown in Table 15 below.  The table shows the impact of an 
equipment failure that occurs randomly within the year and lasts for 24 hours.  The ∆EEN 
column shows the reduction in annual EEN as a result of the RDG installation.  Given the 
EEN under the 'no DG' case, this one day out of 365 translates to less than one outage hour 
per year . The probability of an outage (p(outage)) and the VOS value of $8/kWh are 
representative of a mixed use area with residential, commercial, and light industrial 
customers in California. 



Table 15: Value of Reliability Improvement (Year 2004)  



Case
EEN 



(kWh/yr)
EEN 



(kWh/yr) p (outage)
VOS 



($/kWh) VRI ($/yr)
Base (no DG) 22672599 N/A 0.002% 8 0
Reference Case 1 19272934 3399664 0.002% 8 544$              
Reference Case 2 17837990 4834609 0.002% 8 774$              
20 MW PV Case 21142453 1530146 0.002% 8 245$              
Ref Case 1 Peaker 20354479 2318120 0.002% 8 371$              
Ref Case 2 Peaker 19980569 2692030 0.002% 8 431$               
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Total usage is 2,716 million kWh per year, so the annual EEN in the 'no DG' case 
represents less than 1% of the total annual usage, a small risk of outages related to loading 
levels. 



5.5.1.1. VRI Benefit Feedback Loop  
The VRI benefit described above may be factored into the benefit/cost analysis of each DG 
option.  We allow this to occur through a 'switch' in the 'feedback' tab of our screening 
model.  If set to 'true' the VRI values are factored into the benefit/cost analysis; if set to 
'false' they are not.  This feedback loop is represented by the dashed line in Figure 65. 
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Figure 65: RDG Assessment Analysis Process Flow Diagram 



 



5.5.2. Deferral Benefit of DG   
Using this approach, we are able to determine how many years of distribution investment 
can be deferred without EEN exceeding a pre-determined level.  The pre-determined level 
is typically the EEN level that would have existed at the time the original distribution 
upgrade would have been installed.  This is considered to be the level of reliability that 
would be acceptable to the utility before an upgrade is required. The deferral benefit is the 
financing cost savings attained from delaying the construction. As long as the inflationary 
increase in costs to build the project at a later date is lower than the utility’s weighted 
average cost of capital, deferral offers net positive benefits.   



Figure 3 shows how deferral length can be derived from the SMUD EEN curves.  Assume 
that a level of 30,000 MWh of EEN was determined to be the acceptable level, and the 
utility would invest in new distribution if EEN was expected to exceed this level.   
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Figure 66: EEN-Based T&D Deferral 



 



Under the base case, 30,000 MWh of EEN would occur at a system load of approximately 
740 MW.  Given Area B load forecasts, a system load of approximately 740 MW will be 
achieved in 2010.  But with the 13.5 MW of optimally-sited RDG, 30,000 MWh of EEN does 
not occur until system load has reached almost 760 MW, a gain of roughly 20 MW of 
incremental capacity, and a level of system load not expected until 2015.  The 20 MW 
capacity gain would thus allow EEN-related system upgrades to be deferred for five years 
without increasing EEN over the base case.  Thus, the Sylvan-Auburn substation, 
scheduled for installation in 2010, could be deferred until 2015 while maintaining the same 
level of reliability as measured by EEN (this analysis assumes that the general Area B EEN 
characteristics are applicable to the Sylvan-Auburn substation area). 
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The Present Worth method deferral value is given by:  



 



( )



 



where:  



Invest = annual demand-related investments in capacity by area ($)  
i = escalation rate for the investments 
r = discount rate; y = year  
 ∆y = years of deferral  



Using the equation above, we calculate the deferral value of delaying the construction of 
the Sylvan-Auburn substation for five years.  If we use the deferrable value of the 
substation construction of $500,000 and assume that the construction start date is delayed 
from 2010 to 2015, the resulting total deferral value (or benefit) is $56,000 for the 13.5 MW 
Reference Case 2 shown in Figure 66.7    Obviously, if other planned distribution 
investments can also be deferred because of the reliability improvement gained from the 
addition of RDG, this value can be much greater. 



5.5.3. VRI and Deferral Benefit Interaction 
Unlike VRI, deferral benefit is a 'direct' cost savings attributable to the installation of RDG.  
Care must be taken, however, to properly account for changes in VRI in combination with 
T&D deferral.  Figure 67 plots EEN for a hypothetical T&D expansion project with and 
without DG.  The dotted line represents EEN with DG installed.  It shows that EEN is 
lowered in region A as the DG lowers the peak loads in the area.  As EEN relates directly 
to VRI, region A represents VRI due to DG.  Because of the DG, the utility is able to delay 
the T&D expansion project.  There is a benefit to the utility from the delay, but a penalty to 
customers through negative VRI in region B.  When the T&D expansion is completed, the 
EEN is lowered significantly.  The deferral delays this reduction in EEN and hence results 
in higher outage risk during the deferral period (see region B).  Ultimately, however, once 
the T&D project is completed, customers will be better off due to a combination of the 
RDG and the T&D project.  This period of higher reliability is represented by region C in 
the figure.  So the net change in VRI in this case is VRI[region A] – VRI [region B] + 
VRI[region c].  



 



 
                                                      



7 Assumes year one (y) = 2004, the inflation rate (i) = 2.4% and the discount rate for SMUD (r) = 6%.    
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Figure 67: VRI and T&D Deferral 



 



Continuing with the deferral example used above for the Sylvan-Auburn substation, 
region A would contain the period from 2005 (assuming the 13.5 MW RDG is installed 
immediately) to 2010, when the upgrade would have been installed.  Region B would 
contain the period from 2010 to 2015, when the deferred upgrade is finally installed.  And 
Region C would contain the period beyond 2015, after the deferred substation is installed. 



5.5.4. Additional Uses of Reliability Valuations 
This section discusses additional applications of the economic valuation of reliability.  
While we do not recommend these approaches, they are provided for completeness. 



5.5.4.1. Relative Customer VRI 



The Relative Customer VRI method compares projects to establish the relative impact of 
DG on multiple projects.  VOS varies by customer class, so to the extent that the class 
composition varies across projects, the incorporation of VOS could provide rankings that 
differ from what would result from a simple comparison of EUE or EEN values. 



The Relative Customer VRI method allows planners to rank and prioritize projects to 
assist in the management of limited resources and budget constraints by developing 
measures of the potential cost to customers of changes in expected reliability.  The Relative 
Customer VRI method starts with the calculation of the value of reliability improvement 
due to the installation of DG.   



 



 114











ctc
c



tt VOSClassEUEVRI ⋅⋅∆= ∑ ,%  



where: 



 �EUE is the change in EUE due to the implementation of DG  



Class% is the percentage of peak usage for each customer class  



VOS is the customer value of service  



c is the customer class 



t is the year   



∆EUE can be calculated based on contingency cases and emergency ratings, or outage 
probabilities and EEN (as applied earlier in this section).   



Once the change in outage cost is monetized, the planner has several choices for ranking 
metrics, each of which has its merits, depending upon the budget and resource issues 
facing the utility at the time. 



• VRI can be used directly to identify the opportunities for the largest reduction 
in outage costs. 



• VRI / DG Cost identifies the highest 'bang for the buck' from the DG 
investment budget. 



• VRI /DG Net Cost would identify the DG application that is most 'cost 
effective,' with cost effectiveness being a function of the policy choice of 'cost 
effective to whom?'  The issue of cost test perspectives is covered in detail in 
the Economic Screening Analysis chapter. 



5.5.4.2. VRI for Project Justification 
The natural extension of the Relative Customer VRI method would be to compare the 
value of the reliability improvement to the cost of the DG or even the cost of the 
traditional T&D solution.  The problem with this application is that there is typically a 
disconnect between the engineering standards and the reliability levels that would be 
indicated by the VOS numbers.  Generally speaking, reliance upon VOS numbers would 
result in declining reliability as projects would not appear justified based on those 
numbers.  



This does not necessarily mean that existing systems are overbuilt or that current 
reliability levels are too high. Overturning decades of engineering standards because of 
VOS results is not warranted for two main reasons. 



• As discussed earlier, VOS numbers are difficult to attain and highly variable in 
their reported levels. While these shortcomings can be accepted when looking 
at the relative impact of different levels of reliability, it would be troubling to 
use these numbers to establish absolute levels of reliability. 



• VOS numbers focus on the direct impact on individual customers and fail to 
recognize the larger effects that degraded reliability can have on a local 
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community.  For example, low reliability could force businesses to leave the 
area, resulting in a ripple effect through the community from fewer jobs, less 
demand for the service industries patronized by those workers, lowering of 
property values etc. 



Because of these limitations, we have included this method for the purpose of 
completeness.  We do not recommend its use at this time. 
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6.0 Uncertainty Analysis 
The RDG Assessment project results described in the Economic Screening Analysis are 



driven by Base Case input data. The resulting conclusions are subject to uncertainty given 



variability in input assumptions used throughout the analysis.  E3 developed uncertainty 



analysis to test how alternate scenarios for several key input data would affect the overall 



results of the assessment.  This report describes the method we used to test the sensitivity 



of the RDG Assessment results to particular ranges of uncertainty in the inputs.  We built 



this testing process into the RDG screening tool so that users can easily observe the 



potential robustness of their results under uncertainty and subsequently improve their 



information for decision-making and planning. 



6.1. Scenario Analysis for Key Inputs 
We established automated sensitivity tests in the RDG screening tool to analyze the effect 
of alternative values for the following seven key input assumptions: 



• generation market prices 
• transmission prices 
• distribution avoided costs 
• DG capital costs   
• fuel costs 
• capacity factor 
• rates 



We developed the model so that in each case, the user may select a Base, High, or Low 
scenario and immediately observe the effect of this change on the results.  The degree of 
change under each scenario can also be input by the user. 



6.1.1. Generation Market Prices 
In order to observe sensitivity effects of uncertain generation market prices, we varied the 
avoided generation costs.  In this case, we hold both the High and Low scenario equal to 
the Base Case through 2008 because our forecast during this period is based on forward 
price quotes, and therefore represents a fully hedged position.  For 2009 and beyond, 
when we rely on the CEC gas forecast to help derive the Long-Run Marginal Cost (LRMC) 
for electricity, the Base, Low, and High electricity price forecasts are derived using the 
CEC Base, Low, and High gas forecasts in our LRMC calculations.  The resulting Base, 
High, and Low electricity price forecasts are shown in Figure 68. 
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Figure 68: Comparison Of Base, High, And Low Avoided Generation Costs 



6.1.2. Transmission Prices 
In the case of uncertain transmission prices, we used a Base Case value equal to current 
avoidable transmission costs of $2.22/MWh.  Because transmission prices are unlikely to 
decline, we use the same value for our Low scenario.  We input a High value at 
$15/MWh, reflecting considerable uncertainty surrounding the possibility of 'nodal' 
pricing under MD02, as discussed in the Distribution Avoided Cost chapter, below. 



6.1.3. Distribution Avoided Costs 
To address uncertainty in distribution avoided costs, we allow for scenario testing of two 
variables that impact distribution avoided costs: distribution project capital costs and 
annual growth rate on the feeder.  In this way, project capital costs are set as a default to 
vary by plus or minus 20%. However, this value may be adjusted more specifically by the 
analyst to incorporate the uncertainty surrounding a particular investment project.  The 
analyst may also input different scenarios for MW growth on the distribution system 
being analyzed.  The growth rate has an impact on distribution avoided costs because for 
a given RDG installation, a higher growth rate means fewer years of deferral.  The average 
growth rate for the Base Case in the Sylvan-Auburn substation area (the location of the 
identified deferrable distribution project) is 0.38 MW/year.  We used 1.0 MW/year as the 
High scenario and 0.1 MW/year for the Low scenario. 
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6.1.4. RDG Capital Costs, Fuel Costs, and Capacity Factors 
As a default in the screening tool, RDG capital costs, fuel costs, and capacity factor are 
varied by plus or minus 20% of the base case.  These default assumptions can be revised 
by technology as more specific information is gained.  Marginal rates were set to be 10% 
higher in the High scenario, and 20% lower in the Low scenario.  The asymmetry is due to 
the rate structure and our base case assumptions: changing the capacity factor and other 
assumptions that drive our marginal rate calculation can have a greater effect on the low 
side of our Base Case assumptions than on the high side. 



6.2. Results of Uncertainty Analysis 
In this section, we provide the results from testing the uncertainty around the base case 
results from three different RDG technologies: an 800 kW biogas unit, a 50 kW solar PV 
unit, and a 500 kW biodiesel generator.  There are numerous RDG technologies included 
in the model and each of these can be tested in a similar way. 



6.2.1. 800 kW Biogas 
Figure 69 shows the range of TRC test results obtained for an 800 kW biogas generator 
with CHP by varying each key input while holding all others at the Base Case.  Although 
we vary only one input at a time in this example, multiple inputs can be varied at the 
same time using the RDG screening tool. 
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Figure 69: Net Benefit Range For Key Uncertainties From The TRC Test Perspective 



 



As can be observed in Figure 69, the 800 kW biogas unit we screened is not cost-effective 
under the TRC test in the Base Case (the central tick marks) but can become cost-effective 
under several scenarios: high electricity market prices; high transmission prices, low 
capital costs; or low fuel costs.  The fact that this technology can become cost-effective 
within the range of so many of the tested variables suggests that more detailed analysis of 
the technology may be warranted.   



Figure 70 shows the results of the TRC test sensitivity analysis in the form of a 'spider 
diagram.'  As in Figure 69, one can easily discern the effect of a move from Base to High or 
Low scenarios for any of the input variables.  The nucleus of the spider diagram is the 
Base Case scenario and each 'leg of the spider' represents the effects on the overall net 
benefit of the RDG installation of a change in that variable while holding all other 
variables at the Base Case.  The spider diagram also allows the reader to discern how large 
a change in the variable was required to effect the change. 
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Figure 70: Sensitivity Analysis For 800 Kw Biogas Generator With CHP From The TRC Test 
Perspective 



The percentage change along the horizontal access is expressed as the change in the 
lifecycle value of the variable being tested, relative to the change in lifecycle value of the 
generation output of the unit.  This generation output value is calculated as the generation 
unit’s hours of operation multiplied by the forecasted wholesale generation price on a 
lifecycle basis.  In the case of transmission prices, these vary in our analysis from 
$2.22/MWh in the Base Case to $15.00/MWh in the High case.  While this is an increase in 
the transmission price of over 600%, the sensitivity ratio is calculated as: 



% Change = (TH – TB) / (G OutputB) = 25% 



where:  



T = lifecycle transmission avoided cost value 



G Output = lifecycle value of generation savings given the unit’s output 



H = High Scenario 



B = Base Scenario 
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The one exception to this equation is the capacity factor, which is expressed as percentage 
change relative to its own base case. 



For the 800 kW biogas unit, fuel costs and transmission costs under the scenario analysis 
change by a significant amount relative to the generation value of the unit’s output.  DG 
capital cost, in contrast, makes up a smaller percentage of overall costs, so a variation of 
plus or minus 20% in the DG capital cost is relatively small when expressed as a 
percentage of the generation value.  Nevertheless, the relatively small variation in DG 
capital cost is still significant enough to push the technology into the cost-effective range 
under the Low capital cost scenario. 



6.2.2. 50 kW Solar PV 
For a 50 kW solar PV system, the most important driver of results in the sensitivity 
analysis is capital cost, as can be observed in both Figure 71  and Figure 72 .  The high 
capital cost per unit of output dwarfs the other variables so that a rise or fall in the capital 
costs has a significant effect on total costs, and therefore on the overall cost-effectiveness 
of the technology.  Nevertheless, the technology proves not to be cost-effective even under 
the Low capital cost scenario. 
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Figure 71: Range Of Net Benefits For 50 Kw Solar PV From The TRC Test Perspective 
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Sensitivity Analysis



$(7,000)



$(6,000)



$(5,000)



$(4,000)



$(3,000)



$(2,000)



$(1,000)



$-



-150% -100% -50% 0% 50% 100% 150%
% Change ($ Total Cost/$ Total Energy Value)



N
et



 B
en



ef
it 



($
/N



am
ep



la
te



 k
W



)



Wholesale Energy Distribution Costs
Transmission Costs DG Capital Cost
Fuel Cost Capacity Factor
Rates



Solar - PV-50 kW



 



Figure 72: Sensitivity Analysis For 50 Kw Solar PV From The TRC Test Perspective 



 



6.2.3. 500 kW Biodiesel 
Figure 73 shows the sensitivity results for a 500 kW biodiesel generator in the form of a 
spider diagram.   
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Figure 73: Sensitivity Analysis For A 500 Kw Biodiesel Generator From The TRC Test 
Perspective 



 



Changing any single variable within our sensitivity ranges while holding all others at the 
Base Case does not cause this technology to become cost-effective under the TRC test.  
However, the confluence of several variables moving in a 'favorable' direction can cause 
the unit to become cost-effective under the TRC test.  Figure 74 shows the results of the 
economic screening when Generation Market Prices are set to 'High,' Transmission Prices 
are set to 'High,' and Fuel Costs are set to 'Low,' while all other variables are held at the 
Base Case.  In this case, the technology passes the TRC test by a good margin, with a B/C 
ratio of 1.25.  
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Figure 74: Economic Screening Results For A 500 Kw Biodiesel Generator With ‘High’ Market 
Prices, ‘High’ Transmission Costs, And ‘Low’ Fuel Costs 
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7.0 Conclusions 
The results of the SMUD case study RDG Assessment project are two-fold.  First, this 
project represents a successful application of the RDG Assessment methodology 
developed by E3 and ETK.  Second, the results provide SMUD with valuable information 
for future decision making that includes the specific benefits RDG could provide on their 
distribution system.   



A summary of the assessment results presented in this report include the following: 



• It is difficult to find cost-effective RDG. Certain opportunities do exist, but they 
require an array of favorable circumstances to generate net benefits.  



• Two of the three cost-effective technologies identified were combined heat & power 
(CHP).  The ability to capture and use waste heat creates an additional income 
stream for RDG projects that can tip the balance towards cost-effectiveness. 
CHP is only an option with combustion-based RDG technologies. 



• The modeling of a 1.5 MW wind turbine resulted in the third cost-effective technology. 
Even though a wind turbine of this size is technically not distributed, if an 
adequate wind resource exists in SMUD territory, this could result in a cost-
effective renewable project. 



• RDG’s ability to defer distribution projects can provide economic benefits. However, 
the overall effect of the distribution deferral benefits is expected to be modest. 



Engineering Screening 



• No likely operational problems (e.g. voltage/overcurrent) were indicated for 
the three RDG cases we evaluated. Among these, we note that: 



o 13.5 MW of RDG sited for loss reduction resulted in a net peak 
incremental loss reduction of 5%. 



o 20 MW of dispersed solar PV resulted in only 2% peak loss reduction. 
o 13.5 MW DG sited for released capacity is likely best for reliability 



improvement from feeder capacity. 
Reliability Screening 



• Solar PV can achieve a high (45%) incremental capacity value due to high 
coincidence with SMUD’s summer peak. 



• Well-sited RDG yields a 3-4% reliability 'bonus' when operating at peak load 
due to reducing losses as well as supplying load. 



• Well-sited dispatchable RDG can yield incremental capacity increases of two to 
three times the generation output. 



 



Upon initiation of this research project, the specific goals in the five-year, ten-year, and 
fifteen-year timeframe were identified.  These included development of a robust 
methodology to evaluate local area resources and moving this type of analysis towards 
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standard industry practice.  The completion of the SMUD RDG Assessment represents the 
first step in achieving these goals.   



Recommendations including the implications of the use of this methodology in California 
and proposed next steps are described in the Final Report for the Renewable Distributed 
Generation Assessment project.  This report captures the results from all four applications 
of this newly developed evaluation methodology.   



 128











REFERENCES 
Dugan, R.C, “Distributed resources and reliability of distribution systems,” Conference 



Proceedings, 2002 IEEE Power Engineering Society Summer Meeting, Volume: 1 , 
21-25 July 2002 Page(s): 106 -108 vol.1. 



McDermott, T.E.; Dugan, R.C.; “Distributed generation impact on reliability and power 
quality indices” Proc. 2002 IEEE Rural Electric Power Conference , 5-7 May 2002. 



R. C. Dugan, T. E. McDermott, and G. J. Ball, “Planning for distributed generation,” IEEE 
Industry Applications, vol. 7, no. 2, pp. 80-88, March-April 2001. 



R. C. Dugan, T. E. McDermott, "Operating conflicts for distributed generation on 
distribution systems," Proc. 2001 IEEE IAS Rural Electric Power Conference. 



Bessembinder, H. and M. Lemmon, (2002) “Equilibrium pricing and optimal hedging in 
electricity forward markets,” Journal of Finance, 57: 1347-1382. 



Longstaff F.A. and A.W. Wang (2004) “Electricity forward prices: a high-frequency 
empirical analysis,” Journal of Finance, forthcoming. 



Longstaff F.A. and A.W. Wang (2003) “An empirical analysis of the risk premium in 
electricity forward prices,” working paper, Department of Finance, UCLA. 



Mood, A.M., F.A. Graybill and D.C. Boes (1974) Introduction to the Theory of Statistics, 
McGraw-Hill, NY: New York. 



Woo, C.K., R. Karimov and I. Horowitz (2004a) “Managing electricity procurement cost 
and risk by a local distribution company,” Energy Policy, 32:5, 635-645. 



Woo, C.K., I. Horowitz, B. Horii, and R. Karimov (2004b) “The efficient frontier for spot 
and forward Purchases: an application to electricity,” Journal of the Operational 
Research Society, forthcoming. 



Woo, C.K., D. Lloyd and W. Clayton (2004c) “Did a Local Distribution Company Procure 
Prudently during the California Electricity Crisis?” Energy Policy, forthcoming. 



Woo, C.K., D. Lloyd, M. Borden, R. Warrington and C. Baskette (2004d) “A robust 
Internet-based auction to procure electricity forwards,” Energy - The International 
Journal, 29:1, 1-11. 



Woo, C.K., I. Horowitz and K. Hoang (2001a) “Cross hedging and forward-contract 
pricing of electricity,” Energy Economics, 23: 1-15. 



Woo, C.K., I. Horowitz and K. Hoang (2001b) “Cross Hedging and Value at Risk: 
Wholesale Electricity Forward Contracts,” Advances in Investment Analysis and 
Portfolio Management, 8, 283-301. 



 











 











GLOSSARY 
 



CCGT Combined Cycle Gas Turbine 



CHP Combined Heat and Power 



DG Distributed Generation 



EEN Energy Exceeding Normal 



EUE Expected Unserved Energy 



LRMC Long Run Marginal Cost 



MW Megawatt 



NYMEX New York Mercantile Exchange 



PG&E Pacific Gas and Electric Corporation 



PV Photovoltaics 



RDG Renewable Distributed Generation 



RIM Ratepayer Impact Model 



T&D Transmission and Distribution 



TOU Time of Use 



TRC Total Resource Cost Test 



UCT Utility Cost Test 



UE  Unserved Energy 



VOS Value of Service 
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1.0 Appendix A:  
Cost and Performance of Renewable DG Technologies 
Renewable energy technologies are best categorized by their energy source or 'fuel': solar, 
wind, hydro, geothermal, or biomass. For each fuel, various energy conversion 
technologies exhibit distinct strengths and weaknesses, and not all are well-suited to DG 
applications. Solar PV and microturbines, for example, are particularly suited to addressing 
localized distribution requirements, while wind and geothermal require larger, site-specific 
installations.   
Below we briefly describe the performance and cost characteristics of each technology and 
present a table with key performance data used in our economic analysis. 



1.1.1. Solar 
Solar technologies fall into two categories: photovoltaic (PV) and thermal. The former 
employs an array of semiconducting wafers or film that directly generate DC current from 
incident sunlight. Owing to their modular nature, these arrays are highly scalable. While 
their output is dependent upon intermittent sunlight, it often coincides with summer peak 
loads. Real estate for larger installations can be a significant expense, which has prompted 
the development of unused industrial and commercial rooftops.  
Solar-thermal or concentrated solar power (CSP) technologies employ heat to generate 
power. They consist of a solar concentrator, typically an array of mirrors, and a power 
converter (such as a turbine), which ultimately drives a generator to produce electricity. 
Most common among these is the 'solar trough' configuration, in which a parabolically 
shaped trough of reflective material focuses light on a piped fluid. Though the energy 
source is intermittent, the heat sink fluid can be stored, allowing these technologies to offer 
high-value dispatchable power. But given their dependence on economies of scale, these 
technologies are best suited to multi-megawatt installations1.  
Solar dish engines, however, offer greater modularity in a solar-thermal technology. They 
use an all-in-one power conversion system that typically uses a Sterling engine-generator to 
convert heat to electricity. Individual units range from 9-25 kW. Like all solar-thermal 
technologies, while presently expensive, they employ relatively conventional components 
that show promise of improving economic competitiveness in the near term. 



1.1.2. Wind 
Wind energy technologies convert the kinetic energy of moving air into electricity via an 
airfoil that drives an electric generator. Despite their apparent similarities, wind turbines 
vary significantly in their size and kind of electrical output. Since the R&D boom of the 
early 1980’s, the upwind, horizontal-axis design has come to predominate. Rotor diameters 
range from two arm spans (1 kW) to nearly four hundred feet (5 MW), and towers vary 
similarly in height. However, the smaller wind turbines are significantly less efficient, and 
wind economics greatly benefit from installations greater than 20 MW.  In today’s market, 
the large wind farms that capture economies of scale, combined with a Federal Production 
Tax Credit of $1.8 cents/kWh and other tax incentives, are cost-effective yet site-specific. 
Wind turbines typically produce AC power via induction or synchronous generators. 
Induction generators are simpler, but require reactive power from the grid, while 
                                                 
1 http://www.energylan.sandia.gov/sunlab/overview.htm#tower 
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synchronous generators require advanced power conversion electronics, but can generate 
more energy for a given wind regime. Aesthetic appraisals of wind turbines range from 
elegant to unsightly, and some wind turbines create low-frequency noise, which may affect 
siting considerations. Avian mortality has been another concern for wind power, especially 
in the Altamont region, though mortality rates have fallen sharply with the preponderance 
of larger, slower-spinning turbines mounted on tubular instead of lattice towers. 



1.1.3. Hydro 
Hydroelectric dams, which convert the potential energy of stored water into electricity via a 
turbine, produce most of the renewable electricity in California today. Almost all suitable 
dam sites have already been developed in California, and permitting is becoming ever-more 
expensive and time consuming.  
In contrast, 'micro' hydro technologies do not require dams and operate on a 'run-of-the-
river' basis.  As such, these hydro technologies are not dispatchable technologies.  The 
option we consider here converts the kinetic energy of extant municipal water flows into 
electricity.   



1.1.4. Geothermal 
Heat and/or pressure extracted from subsurface water and permeable rock can be converted 
to electricity via steam powered turbine-generators. Wells typically range from one to 
several miles beneath the Earth's surface. While this form of renewable energy generation 
can offer affordable and dispatchable power in the 20-80 MW size, it is highly site-specific, 
and is thus not well suited to distributed generation. 



1.1.5. Biomass 
Organic residues from landfills, agricultural waste, timber scraps, etc. can be converted 
thermochemically or biochemically into electricity through a variety of energy conversion 
pathways. Most commonly, a biomass supply is purified into a fuel and then burned in a 
turbine or engine that would typically consume fossil fuels. The best biomass solution 
depends upon the fuels and technologies at hand.  We have included biodiesel and biogas 
technologies in the Screening Model. 



1.1.5.1. Biodiesel 
Vegetable oils and animal fats can be chemically converted into biodiesel, which will 
power compression-ignition (diesel) engines with little or no modifications. In addition to 
emitting fewer particulates, unburned hydrocarbons, carbon monoxide, and oxides of sulfur 
than conventional diesel, biodiesel is renewable. It also offers superior lubricity with equal 
BTU content. Emissions of nitrogen oxides can be slightly more or less, depending on the 
engine’s duty cycle. Biodiesel is most commonly combined with petroleum-based diesel in 
a 20% biodiesel mixture (known as B20); higher percentage blends can impact elastomer- 
and rubber-based fuel system components (though these are being phased out as new diesel 
standards take effect). Biodiesel is currently slightly more expensive than its petroleum 
counterpart, and is available nationwide. Biodiesel meets the clean diesel standards 
established by the California Air Resources Board. 
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1.1.5.2. Biogas 
Solid biomass such as timber waste can be directly burned or co-fired with coal to power a 
steam turbine-generator, reducing net carbon emissions. Municipal solid waste (MSW) and 
other forms of biomass can also be converted into fuel via the following methods: 



• Gasification   The substance is heated in the absence of oxygen to produce a 
mixture of hydrogen, carbon monoxide, and methane. 



• Anaerobic digestion   Bacteria consume the biomass and produce methane. 
This occurs naturally in landfills. 



• Pyrolysis   A chemical/thermal process, this produces an oil similar to 
diesel, though with less energy content. 



 
Landfill gases, principally composed of equal parts methane and carbon dioxide, can also 
be collected, filtered, and converted to electricity. Whichever pathway is selected, the 
resultant fuel can then be burned in a reciprocating engine, microturbine, or fuel cell.  



1.1.5.3. Biomass Fuel Prices 
Short transportation distances from the biomass supply to the power generation point are 
critical to the economic viability of producing electricity from biofuels. Feedstock price, 
which can also vary widely, has the greatest influence on the price of biodiesel—
production costs alone span a six-fold range. Average U.S. wholesale biodiesel prices in 
early 2004 are $1.18/gal ($8.58/mmBTU) for B20 and $2.12/gal ($15.41/mmBTU) for 
B100.   
In the case of MSW gasification, consistent data on the feedstock price is still scarce. The 
economics of landfill gas-to-energy has been more consistently studied, though the price of 
the feedstock depends on the difficulty of harvesting the resource, and the quality of the 
recovered gas. The EPA observes that prices typically range from $6-13/mmBTU for 
landfill methane. We have used the average value as the default in our Screening Tool. 



1.1.5.4. Fuel Cells 
These solid-state devices convert chemical energy directly into electricity very efficiently 
and with negligible emissions. While the technology is not new, it is just beginning to be 
commercialized. Inside each fuel cell, a catalyst is used to create electricity from a fuel 
such as hydrogen.  The fuel cell end products include water, heat, and electricity. 
Hydrogen can be obtained from methane via reformation, a thermo-chemical process which 
can take place inside some designs, and in an auxiliary unit with others. Fuel cells are 
categorized by their electrolyte and their operating temperature. The four major types are: 



Phosphoric Acid (PAFC)   These have been commercially available since the early 
1990’s. They operate around 200°C.  PAFCs require an external reformer. 
Proton Exchange Membrane (PEMFC)   These low-temperature (65-85°C) fuel cells 
have received major R&D from the automotive industry. Small 1-5kW models for 
home are available in Japan and Germany, and will be available in the U.S., along with 
larger sizes, in the next few years. PEMFCs offer high power densities and can vary 
their load quickly to meet fluctuating demand. However, they require pure, externally 
reformed hydrogen. 
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Molten Carbonate (MCFC)   Due to their operating temperature of nearly 700°C, 
MCFCs hold promise for CHP and DG applications, as they can internally reform 
methane into hydrogen.  They have just begun to be commercially available. 
Solid Oxide (SOFC)   Generally considered to be less mature than MCFCs or PAFCs, 
SOFCs offer high reliability and efficiency, in addition to high operating temperatures 
(750-1,000°C), which make internal reforming possible. 2005 should see the first 
commercially available SOFCs. 



1.1.6. Performance characteristics 
Below we present a matrix summarizing the performance, cost, and other important 
attributes of renewable technologies. Some are particularly suited to addressing localized 
distribution requirements (e.g. solar PV, microturbines), while others require larger, site-
specific installations (e.g. wind, geothermal).  Hybridizing these technologies may provide 
additional benefits.  Combining PV with fuel cells, for example, may offer a way to address 
intermittency while maintaining a low emissions footprint. 
 Solar PV Solar 



Thermal 
(CSP) 



Wind Hydro Low-
temp 



fuel 
cell 



High-
temp 



fuel 
cell 



Micro-
turbine 



Diesel 
Recip 



Engine 



Gas-fired 
CCGT 



Size (MW) 0.001-0.10 .025 - 80 0.05-3.0  0.001-
0.25 



0.25-3 0.025-
0.30 



0.05-10 50-250 



Fuel none none none none biogas biogas biogas biodiesel gas 



 Installed 
Cost ($/kW) 



6,675-
8,650 



5,700 1,000-
6,000 



N/a 5,346-
12,507 



5,731-
8,338 



2,200-
2,600 



250-500 350-450 



Heat rate 
(Btu/kWh) 



N/a N/a N/a N/a 9000-
10,000 



7000-
8000 



11,000-
14,000 



8000-
11,000 



7000 



O&M 
($/MWh) 



5 10 - 23.0 10 N/a 15 10 10 20 5 



Cogeneration 
(Btu/kWh) 



0  0 0 4000-
5000 



1500-
3000 



5000-
8000 



3000-
5000 



0 



NOx 
emissions (lb 



/MWh) 



0 0 0 0 0.02 0.01 1 15-20 0.06 



CO2 
emissions 
(tC/MWh) 



0 0 0 0 0.13-
0.15 



0.10-
0.12 



0.16-
0.20 



0.12-
0.16 



0.1 



Construction 
Time 



days months weeks years days weeks days days months 



Average 
Annual 



Capacity 
Factor (%) 



22% 24% 36% 42% 96% 96% 96% 95% 99% 



Start-up time 
(sec) 



intermittent intermittent intermittent "Fast" “Fast” “Slow” 120 10 600-1800 



Dispatchable? No, but 
coincident 
w/  peak 



loads 



No, but 
coincident 
w/  peak 



loads 



No Yes Yes Yes Yes Yes Yes 



Load 
following? 



Yes, w/ 
storage 



Yes, w/ 
storage 



No Yes Yes Limited Yes Yes Yes 



Noise 
problem? 



no no Possible no Unlikely Unlikely Possible Likely Unlikely 
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      P R O C E E D I N G S 1 



SEPTEMBER 9, 2013                      9:07 A.M. 2 



  MS. RAITT:  Good morning.  Welcome to 3 



today's IEPR Workshop on Southern California 4 



Electricity Infrastructure and Reliability 5 



Issues.   6 



  I'm Heather Raitt, Lead for the IEPR.  As 7 



I mentioned at the last workshop, Suzanne 8 



Korosec, the previous IEPR Lead, is now heading 9 



the Energy Commission's newly created Renewable 10 



Energy Division.  So I look forward to working 11 



with you all on the IEPR.   12 



  I will begin by going over the usual 13 



housekeeping items.  The restrooms are in the 14 



atrium.  Please be aware that the glass exit 15 



doors near the restroom are for staff only and 16 



will set off the alarm if you try to leave 17 



through them.  A snack room is located on the 18 



second floor at the top of the atrium stairs.   19 



  If there's an emergency and we need to 20 



evacuate the building, please follow staff to 21 



Roosevelt Park which is across the street, 22 



diagonal to the building, and wait until we're 23 



told it's safe to return.   24 



  Today's workshop is being broadcast 25 
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through our WebEx Conferencing System and parties 1 



should be aware that you are being recorded.  We 2 



will post the audio recording on the Energy 3 



Commission's website in a couple of days and the 4 



written transcript will be posted in about three 5 



weeks.   6 



  Today's agenda is short.  We will have 7 



one joint presentation by the staff at the Energy 8 



Commission, the California Independent System 9 



Operator, and the California Public Utilities 10 



Commission.  After the presentation, the 11 



Commissioners and other executives on the dais 12 



will have an opportunity to ask questions of 13 



staff.   14 



  We will then provide an opportunity for 15 



public questions and comments.  We are asking 16 



parties to limit their comments to three minutes 17 



during the public comment period and we will take 18 



comments first from those of you in the room, 19 



followed by people participating on the WebEx, 20 



and finally from those on the phone.   21 



  For those in the room who would like to 22 



make comments, please fill out one of these blue 23 



cards, they're up by the front desk, and give it 24 



to me or Lynette.   25 
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  When it is your turn to speak, please 1 



come to the center podium and speak into the 2 



microphone; it is also helpful to give the Court 3 



Reporter your business card.   4 



  For WebEx participants, you can use the 5 



chat function to tell our WebEx Coordinator that 6 



you want to ask a question or make a comment 7 



during the public comment period, and we'll 8 



either relay your question or open your line at 9 



the appropriate time.   10 



  For phone-in only participants, we will 11 



open your lines after we've taken comments from 12 



the in-person and WebEx participants.   13 



  Written comments on today's topics are 14 



due at the close of business on September 23rd, 15 



and the workshop notice, which is on the table 16 



with the handouts and also posted on our website, 17 



explains the process for submitting comments.   18 



  And with that, I'll turn it over to the 19 



Commissioners for opening remarks.   20 



  COMMISSIONER MCALLISTER:  Thank you, 21 



Heather.  I'm Andrew McAllister, the Lead 22 



Commissioner on the 2013 IEPR.  We are happy to 23 



have the IEPR provide lodging for this particular 24 



workshop, host it, and I want to thank you all 25 
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for coming, as well as our guest group of agency 1 



leaders here on the dais.  I won't introduce them 2 



individually, you probably know them all, but 3 



we're very very happy to have them all here and 4 



to talk about what is really one of the most 5 



critical issues of the day, which is how to 6 



maintain reliability in Southern California with 7 



all the issues that we'll talk a lot about this 8 



morning and into the early afternoon.  9 



  I will pass it off to Chair Weisenmiller, 10 



who has, along with the other agency, President 11 



Peevey, Chairman Nichols, and Mr. Berberich, have 12 



been really pushing this issue together and 13 



working, I know, incredibly valiantly behind the 14 



scenes in all hours of the day and evening to 15 



really take this seriously, it's of the highest 16 



level of importance for the Governor and all of 17 



us Californians, frankly.  So this is a really 18 



critical issue and I think it's the time for it 19 



and the place for it.  So I'm really looking 20 



forward to today's workshop and to putting its 21 



outcomes into the IEPR and really pushing this 22 



discussion forward.  So thank you again all for 23 



being here.   24 



  CHAIRMAN WEISENMILLER:  Yeah, I would 25 
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also like to thank everyone for being here today.  1 



Let's start off with a correction.  We had a 2 



misunderstanding which resulted in a mistake, and 3 



we were trying to replicate what we did at UCLA, 4 



but in terms of getting all the procedural stuff 5 



in place, we didn't quite get it together, so 6 



this is a CEC Workshop, it's not a Joint CEC/PUC 7 



Workshop -- just for clarification.   8 



  But that being said, we have a very 9 



distinguished number of guests here today and I 10 



think, as you can tell from the dais, we have a 11 



close working relationship and that, in fact, we 12 



are determined to continue that close working 13 



relationship.   14 



  I'd like to start out by certainly 15 



thanking the staff who worked on the technical 16 



report from the Energy Commission, the PUC, the 17 



CAISO, the Air Board, the Water Board, and the 18 



South Coast, and also Edison and San Diego.   19 



  I'm particularly aware of the CEC part, 20 



so I would like to call out Kevin Barker, Sylvia 21 



Bender, and Mike Jaske, among others, for a lot 22 



of hard work in a very short period of time.  But 23 



I think today, again, we're trying to move this 24 



issue forward.  I think certainly life going 25 
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forward without San Onofre is both a challenge 1 



and an opportunity.   2 



  Let's start with the challenge part.  San 3 



Onofre, which it was operating it was a very 4 



significant amount of power, over 2,000 5 



megawatts, 24 X 7 located exactly where we would 6 



want it in Southern California.  And having said 7 



that, indeed the entire transmission system in 8 



Southern California was built around the 9 



presumption that San Onofre was operating.  And 10 



so, as we're going forward, we have to figure out 11 



how to deal with things like reactive power, 12 



inertia, all the things which by its location and 13 



by the design of the transmission system it 14 



provided, along with energy and capacity.  And 15 



it's a very complex system; things can go wrong, 16 



I think all of us remember yesterday's 17 



anniversary of the outage down in Southern 18 



California.  So in terms of looking forward, it's 19 



not an easy situation to replace it, and there 20 



are no real simple silver bullets.   21 



  In terms of opportunity, having said 22 



that, it's gone, it's a real opportunity to 23 



remake the power system in Southern California in 24 



a new way to reflect the new realities.  And we 25 
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have put together a portfolio which certainly 1 



respects and reflects the priorities of this 2 



Administration and of California, that we have a 3 



very ambitious goal on preferred technologies, 4 



the 50 percent; this basically takes the LTP 5 



commitment and doubles that down.  And it's going 6 



to be a heavy lift for the PUC, it's going to be 7 



a heavy lift for all of us, but we can make it 8 



happen.   9 



  Similarly, rewiring the transmission 10 



system in Southern California is a heavy lift.  I 11 



mean, the ISO has a lot of planning to do, and 12 



the PUC will have a lot of permitting to do.  And 13 



again, we know from our experience that planning, 14 



permitting and building transmission lines, they 15 



are not easy.   16 



  We also have conventional resources that 17 



we have in this mix and they will provide some of 18 



the operational glue or flexibility we need, 19 



certainly they will be operating within 20 



California's cap-and-trade system, which 21 



certainly I think when Mary Nichols talks, we 22 



anticipate, if anything, that the cap is going to 23 



keep going down over time.  So basically we will 24 



move in that direction, it's pretty clear given 25 
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the key challenge of our time is climate change.  1 



And so we have to continue to make progress on 2 



that and, at the same time recognize that the 3 



climate change is influencing our energy system.  4 



Loads are higher, we're going to have more 5 



extreme events, we're going to have more fires, 6 



we're going to have less water.  It's a pretty 7 



dreary combination of events that we're trying to 8 



respond to.   9 



  At the Energy Commission, certainly going 10 



forward, we will deal with projects that have 11 



applied to us for permits.  As you know, we 12 



reflect in our DNA the joint characteristics of 13 



Al Alquist and Charlie Warren wanting a one-stop 14 



expedited siting agency, but one which is very 15 



transparent, very geared toward environmental 16 



mitigation, and a very public process.  At the 17 



same time, we are coming up with contingencies 18 



for all these resources, certainly transmission, 19 



certainly preferred, certainly conventional.  And 20 



that's again a new way of business for all of us 21 



on the contingency side; but given the importance 22 



of Southern California in our economy, given the 23 



importance of reliable power there, we will have 24 



belts and suspenders going forward.   25 
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  Along contingency, certainly we will 1 



continue with agency, we'll continue to push the 2 



envelope on energy efficiency.  We have new 3 



building standards going into effect at the end 4 



of the year, we have battery charger standards, 5 



we're working on Demand Response under 6 



Commissioner McAllister's leadership, and also 7 



existing buildings.  But as I think he can say, 8 



when we're having a hearing talking about our 9 



building standards going into effect, and some 10 



were asking that we delay those, I explained that 11 



I personally, if anything, would want to 12 



accelerate the timing.  The staff looked a little 13 



shocked, but anyway….  That's the basic message; 14 



we all need to have a sense of urgency about 15 



getting things done.  President Peevey?  16 



  MR. PEEVEY:  Thank you, Bob.  Like Bob 17 



and all of us, it's a pleasure to be here this 18 



morning and be with all my colleagues.  As Bob 19 



Weisenmiller indicated, we have this Energy 20 



Principles group and they're arrayed by both my 21 



right and my left.  We have worked countless 22 



hours on aspects of planning for a post-SONGS 23 



Southern California energy scene.   24 



  What we're going to be hearing about 25 
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today, I want to emphasize, is a preliminary 1 



reliability plan prepared by the staff, it is not 2 



something that Commissioners -- Commissioner 3 



Florio and myself, or my other three colleagues, 4 



have endorsed or adopted per se, although the 5 



thrust of it, I think, which we'll hear more of 6 



from Ed Randolph from the Public Utilities 7 



Commission, as well as the other two speakers, 8 



the thrust of it is consistent with something 9 



that we set as policy in this state 10 years ago, 10 



what we called at that time the "Loading order."  11 



We now have this more elegant term, "Preferred 12 



Resources."  I'm not quite sure who coined that, 13 



but it has a nice ring to it and a certain kind 14 



of vagueness that it covers an awful lot of 15 



things.  Before we said "Energy Efficiency," now 16 



we have "Energy "Efficiency" and we have "Demand 17 



Response" and we have "Renewables" and 18 



"Transmission," but the first three are all part 19 



of those preferred resources and, as will be 20 



outlined again today, the belief strongly of the 21 



staffs of the ISO, the CEC and the PUC, is that 22 



50 percent of the needs, or maybe even more, can 23 



be met through Preferred Resources over the next 24 



multiple years in Southern California.   25 
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  So I look forward to hearing in more 1 



detail about that this morning, and also I look 2 



forward to the opportunity to hear from those of 3 



you in this room, and those of you on the phone, 4 



as well as those who submit written remarks, as 5 



to how you feel about all this going forward 6 



because, believe me, we take this as critically 7 



important, particularly those of us who are 8 



domiciled, like Ms. Nichols and myself in 9 



Southern California, and feel a particular 10 



responsibility to ensure that the lights stay on 11 



in Southern California under all circumstances.  12 



So thank you very much, Bob.  13 



  MS. NICHOLS:  The mic is on, thank you.  14 



It's a new hearing room and a new set of buttons 15 



to learn to push.  Thank you, Bob, for inviting 16 



me to be part of this, and thanks to the team for 17 



including ARB staff, as well as South Coast, 18 



although they can speak for themselves.  But the 19 



recognition of the importance of SONGS' 20 



replacement in the overarching goal of meeting 21 



our climate objectives and also staying on track 22 



to meet Federal health-based air quality 23 



standards has been part of this process from the 24 



very beginning, and we appreciate that 25 
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recognition very much.   1 



  I am someone who remembers fondly the 2 



days before SONGS was built and I was part of an 3 



advocacy group at the time that fought very hard 4 



to keep it from being built, and it pains me now 5 



to be in the position of saying that we miss it.  6 



But in addition to having been big and in the 7 



right location to support the overall power grid 8 



in Southern California, the power plant also 9 



provided a large amount of GHG-free electricity.  10 



And so replacing it is not going to be a simple 11 



matter.  I think the report that we're going to 12 



hear more of indicates a number of different 13 



paths that can be pursued, and I appreciate the 14 



commitment to maintain our steady progress 15 



towards 50 percent being Preferred Resources, but 16 



I would only just add to that that I think as we 17 



move forward with our Scoping Plan work, with our 18 



energy planning work, we're going to be finding 19 



that there are additional opportunities here to 20 



ring more carbon out of the system and make it 21 



more efficient, and I hope we can keep our eyes 22 



focused on that goal.  So, thank you.  23 



  MS. MARCUS:  Good morning.  I appreciate 24 



being here, as well, with my colleagues to 25 
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discuss this important issue.  For the Water 1 



Board, I believe I'm here because of the once-2 



through cooling policy, of course, if anybody.  I 3 



didn't call it "OTC" though, I just want you to 4 



know, I did not use the acronym.  We can't really 5 



have an acronym-free zone in this work, I think.  6 



But it was long considered and thought out with 7 



the public and with the energy agencies.  It 8 



obviously addresses a significant issue for 9 



aquatic resources, an unintended consequence, but 10 



nonetheless significant consequence.  And the 11 



policy gives a long implementation timeline to 12 



try and account for the complexity of 13 



transitioning some of the energy across 14 



California.  15 



  Fortunately, my colleagues -- this 16 



predates me -- fortunately they also worked with 17 



their energy colleagues to anticipate the need to 18 



deal with changing circumstances, and SONGS is 19 



clearly a changing circumstance, and so built 20 



into the policy is a very clearly thought out 21 



procedure for coming to the Water Board in full 22 



public session for changes, etc. etc. that might 23 



be supported by record and thoughtfully done and 24 



agreed upon by all of the energy agencies.   25 
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  I appreciate, and I know our staff 1 



appreciates being engaged early, as well, in this 2 



process and I want to commend you all for doing 3 



that as opposed to thinking of us as an 4 



afterthought, or that pesky agency that can now 5 



be ignored.  And I think it is a hallmark of the 6 



leadership of the folks here that they've thought 7 



in an integrated fashion from the beginning as 8 



this issue came up, and I really do appreciate 9 



that, and we appreciate that and are working 10 



closely with our energy and our ARB colleagues.  11 



  And so I'm just looking forward to 12 



spending today with all of you, as well as with 13 



the public, to learn and listen as we just stay 14 



engaged through every step of this process.  So 15 



thank you.  16 



  MR. BERBERICH:  Thank you, Chairman 17 



Weisenmiller, Commissioner McAllister.  I, too, 18 



appreciate being here today and I also want to 19 



echo what President Peevey said, a lot of work 20 



has gone into this plan.  But also, the hallmark 21 



of the plan is that we all have a shared goal of 22 



a clean environment, as witnessed by those that 23 



are here with us today, reliability, and also 24 



cost.   25 
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  But I also think this gives us an 1 



opportunity to show the world how we can react to 2 



things in a creative way and be able to solve for 3 



a number of things that might be difficult to 4 



solve for otherwise.  We certainly have an 5 



interest and respect for the loading order and 6 



paying specific homage to energy efficiency and 7 



Demand Response, which can play a critical role 8 



in how the system develops in the future.   9 



  We had to solve for a number of needs as 10 



we went through this planning process.  First is 11 



the energy that came from San Onofre, which was 12 



about 2,200 megawatts.  It also provides a 13 



reactive power, or otherwise known as Voltage 14 



Support which makes power flow.  Making power 15 



flow into that area is a critical concept because 16 



it's so transmission dependent and transmission 17 



constrained, and the ability to make the power 18 



flow allows us to bring renewables and other 19 



assets into that area.  We also need inertia.  20 



San Onofre provided a lot of inertia on the 21 



system 24/7.  And it is also in a critical 22 



location straddling very large local capacity 23 



areas in San Diego and Los Angeles.   24 



  These complexities had to be solved for 25 
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with a number of constraints.  As we talked about 1 



earlier, we have once-through cooling obligations 2 



that are looming and they're looming within the 3 



current timeline it takes to construct a number 4 



of facilities, transmission, renewables, or 5 



traditional generation.   6 



  There's constrained transmission into 7 



that area and building new transmission into that 8 



area would go through protected areas, populated 9 



areas, and big transmission lines aren't 10 



particularly popular.  We also have to look at 11 



costs and then, finally, the laws of physics and 12 



consumer demand patterns.   13 



  Yet an opportunity exists for us, I 14 



think.  We have the opportunity to repower once-15 



through cooled units that allow us to have yet 16 



more renewables on the system because they're 17 



flexible, so that we can turn them off at night, 18 



and so that they can ramp on when we need them, 19 



whereas the once-through cooled units now stay on 20 



all night long because they take 24-36 hours to 21 



start.  And when they're sitting down at their 22 



lowest level, they're emitting pollution much 23 



more than if you had a high efficiency unit 24 



there.  25 
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  We have to find ways to really -- and I 1 



mean really -- integrate Demand Response in a 2 



dispatchable way and make it an asset on the 3 



system, and use energy efficiency in a way that 4 



can compete with generation.   5 



  All of this eventually will go through 6 



procurement processes at the Public Utilities 7 



Commission, and we look forward to continued 8 



conversations there.  Thanks again for allowing 9 



me to be here today.  10 



  COMMISSIONER FLORIO:  Well, thank you.  11 



It's a pleasure to be here and to see all of the 12 



eager faces in the audience.  We're going to need 13 



all of you to meet this challenge.  I think Chair 14 



Weisenmiller put it very well, it is a huge 15 



challenge.  We have a significant portion of the 16 



energy infrastructure in Southern California 17 



going through transformation.  San Onofre, the 18 



biggest and most critical, but also the many 19 



once-through cooling plants up and down the 20 



coast, that's a major chunk of the California 21 



energy infrastructure that's going to have to be 22 



replaced in the next 10 years.   23 



  I'm not sure anything on quite this scale 24 



has ever been undertaken before and, at the same 25 
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time, we want to aggressively ramp up energy 1 



efficiency, Demand Response, renewables, 2 



electricity storage, all these promising and in 3 



many cases new resources that can play a vital 4 



role in providing the reliability of the future.  5 



It's not going to be easy.  It's going to take 6 



hard work, it's going to take creativity, it's 7 



going to take involvement of the community in a 8 



way that we've never had before.  A lot of these 9 



things cannot be done tops down.  Energy 10 



efficiency, Demand Response, rooftop solar, all 11 



of these require customers to be involved in the 12 



process and we need to motivate and educate those 13 



customers to the challenges of the future.  An 14 



electricity world where we all just sit back and 15 



wait for the power to be delivered when we flip 16 



the switch is going to be a lot more expensive 17 



and a lot more polluting than a future in which 18 



customers play a role in moderating the demand 19 



for electricity.   20 



  So we've got a lot to do here.  I think 21 



this entire Administration and all these agencies 22 



are committed to the similar goals, but the fact 23 



that so many different agencies are involved is 24 



an indication of how big the challenge is.   25 
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  So look forward to hearing the staff 1 



proposal.  As I was looking through it, I started 2 



counting up how many PUC proceedings could result 3 



from this, and it was a little bit daunting.  4 



We've got to move a lot of activity through the 5 



system in a way that's transparent and open and 6 



that is flexible to adapt to changing conditions.  7 



So looking forward to an informative day.  And 8 



thank you for being here.   9 



  MR. WALLERSTEIN:  I also want to express 10 



my appreciation for the inclusion of the South 11 



Coast Air Quality Management District in this 12 



work effort by the State agencies.   13 



  As you heard from several of the other 14 



members up here on the dais, this is really an 15 



important -- not only an important plan, but the 16 



integration that went into this plan relative to 17 



energy supply, to local air quality, to climate 18 



and water, really serves as a model of how we 19 



should be doing environmental planning in the 20 



State of California, and we're very appreciative 21 



of the approach that was taken, and our inclusion 22 



also at the early stages of this project.   23 



  I want everyone in the room to know that, 24 



from the South Coast District staff's 25 
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perspective, we believe that this is really a 1 



very very good plan, and that the timetable set 2 



forth is an appropriate timetable.   3 



  I also wanted to echo what you just heard 4 



from the Commissioner, that the process going 5 



forward ensures public participation as we move 6 



these recommendations to actual actions, and I 7 



wanted to underscore that it's not just at the 8 



CEC or CPUC, but that's also at the local Air 9 



District level, as well.  10 



  Finally I want to say that you have our 11 



commitment that this is a start and we will be 12 



with you until the finish line in helping to 13 



implement the plan and ensure grid reliability 14 



for Southern California.   15 



  COMMISSIONER MCALLISTER:  Thank you, 16 



Barry.  And again, I'll just briefly put on my 17 



Energy Commission hat as Lead on Energy 18 



Efficiency and echo something that several of the 19 



speakers, including Chair and a couple of others 20 



talked about.  Certainly, I want to echo many of 21 



the comments of Commissioner Florio.   22 



  You know, I wanted to highlight the 23 



aspects of energy efficiency and Demand Response 24 



to some extent, but energy efficiency.  We really 25 
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do need to make it real and community 1 



participation in this context doesn't just mean 2 



participating in our various proceedings and 3 



submitting public comments and being there at our 4 



open meetings and things like that, it means 5 



actually participating in a marketplace to get 6 



adoption of energy efficient technologies that 7 



are going to really tradeoff with supply, and 8 



that are going to allow us to optimize the system 9 



in an atomized way, in a locational way, in a 10 



deep way.  We really do need to figure out how to 11 



encourage markets for energy efficiency services 12 



to grow.   13 



  You could say the same thing for Demand 14 



Response to a large extent, but that is a little 15 



bit more command and control, relies more on 16 



rules.  Energy efficiency really is -- it can be 17 



-- demand driven, it can be customer driven, and 18 



it can be facility manager driven, it can be 19 



Chief Investment Operator driven, in a way that 20 



we can certainly encourage with policy and 21 



incentives and things like that, but that really 22 



fundamentally folks are going to make those 23 



decisions when it's in their best interest to 24 



make those decisions, not because a policymaker 25 
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told them to.  And so I think we really do need 1 



to find ways to be more nimble to get folks to 2 



see that these things are in their best interests 3 



and invest their resources in them, encourage 4 



that, facilitate that, provide financing, provide 5 



technical assistance, all the things that we 6 



already do and we do it well.  But we really do 7 



need to take it to another level and I think it's 8 



critical that the agencies continue to work 9 



together and really take that challenge going 10 



forward.   11 



  I know that the Public Utilities 12 



Commission and the Energy Commission are working 13 



together very closely on a couple of initiatives 14 



to get into existing buildings and help them make 15 



those decisions, and then also here within the 16 



IEPR on Demand Response and energy efficiency, as 17 



well.  So I really, you know, the creativity and 18 



the community participation really is critical 19 



across the state to make this happen, and 20 



particularly in Southern California, I'm really 21 



looking forward to hearing about the plan and 22 



hearing some of the aggressive initiatives that 23 



are being contemplated for implementation to 24 



really solve some of these problems where we most 25 
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need it at the moment.  So thanks again everybody 1 



for coming and really looking forward to the 2 



presentation from the staffs.   3 



  MS. RAITT:  Great.  Okay, so we'll have 4 



the staff presentation.   5 



  MR. RANDOLPH:  Good morning.  This is 6 



quite the panel to testify in front of.  I 7 



normally start out with, you know, "Good morning, 8 



Mr. President and Commissioners."  But if I go 9 



through all of your titles we'll be here all day, 10 



so I'll just leave it at "good morning."   11 



  Sylvia Bender, Phil Pettingill and myself 12 



are here today to discuss the Draft Staff Plan 13 



for Meeting the Reliability Needs in Southern 14 



California with the Loss of the San Onofre 15 



Generation Station.   16 



  Before we start, I want to echo the 17 



statements from President Peevey and further 18 



qualify our presentation today by making it clear 19 



that at this stage what we're presenting is a 20 



staff report that should not be interpreted as 21 



indicating decisions made by any of the agencies 22 



out there.   23 



  The point of the document today and the 24 



work that has led to this document is to create a 25 
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roadmap for how we will meet the reliability 1 



needs with the loss of San Onofre, identify where 2 



we think problems could exist, and identify the 3 



timelines we need to deal with these problems.   4 



  You know, speaking from the perspective 5 



of the CPUC, most of the issues discussed in this 6 



report will need to be further vetted at other 7 



proceedings at the PUC.  The main proceeding so 8 



far identified would be the long term procurement 9 



plan.  There will be other proceedings.  I hope 10 



it's not the full list that Commissioner Florio 11 



has counted up and we figure out how to 12 



streamline that a little bit more.  With that, if 13 



we could move to the second slide? 14 



    The details which Commissioner 15 



Weisenmiller has already identified some of the 16 



critical issues here, San Onofre represented 16 17 



percent of the local generation in Southern 18 



California.  But more importantly to the issues 19 



we're dealing with, it's not the loss of the 20 



2,200 megawatts of capacity, it's the critical 21 



location that plant was located at and the 22 



support it provided to the grid in Southern 23 



California, especially in terms of voltage 24 



support.   25 
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  And then going forward, not only do we 1 



have to deal with the challenge of the loss of 2 



that 2,200 megawatts, that couples with the 3 



planned retirement of 5,000 megawatts 4 



approximately of once-through cooling plants in 5 



Southern California, forecasted annual load 6 



growth in the region of about 400 megawatts a 7 



year and, again, back to the core need that the 8 



San Onofre nuclear generation plant provided in 9 



terms of providing voltage support and other grid 10 



services in that region.   11 



  As the staff began working on this paper, 12 



you know, the requirements we were looking at for 13 



this first step, and I think for every step going 14 



forward, is the number one priority is 15 



maintaining reliability in the system.  That has 16 



to be first and foremost at all times.  You know, 17 



as we saw several years ago with the blackouts in 18 



San Diego that has major safety implications and 19 



major economic implications if those sorts of 20 



events occur.   21 



  The other initial requirement and goal we 22 



had was to make sure all the agencies involved 23 



are having a common understanding, that's a 24 



common understanding of the needs that need to be 25 
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met, with the loss of SONGS what we have to fill 1 



in terms of megawatt needs, but that's also in 2 



terms of other resource needs and in terms of 3 



when we get to issues like once-through, some of 4 



the Preferred Resources, what those actually are.  5 



And when we say things like we need Demand 6 



Response or energy efficiency that those are done 7 



in ways that they actually provide benefits to 8 



the region affected by the loss of SONGS, in ways 9 



that mitigate the need to build fossil 10 



generation.   11 



  Moving on, our approach and the 12 



overriding goals of this plan going forward is to 13 



have at least 50 percent of the incremental need 14 



identified from the loss of San Onofre come from 15 



what has been dubbed Preferred Resources.  I'm 16 



going to try as much as possible to actually 17 



spell those out, which is energy efficiency, 18 



Demand Response, distributed generation, and 19 



storage.  After that, try to meet the 20 



transmission needs as much as possible through 21 



transmission upgrades, again trying to avoid the 22 



need to build additional conventional generation.  23 



Finally, building conventional generation only or 24 



reauthorizing conventional generation only where 25 
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we can't meet that need with Preferred Resources 1 



and transmission upgrades.   2 



  All of the lists above come with some 3 



risk and some difficulty, especially in terms of 4 



timing, so we also need to develop contingency 5 



plans in case any of the above issues can't be 6 



met in a timely basis, and we'll talk more about 7 



what those contingency plans would be later in 8 



this presentation.   9 



  And finally, and very critically, is when 10 



you need to manage the critical risk in Southern 11 



California with the need for air permits, the 12 



difficulty that inevitably we'll face with 13 



transmission siting, the difficulty in developing 14 



additional preferred resource plans and programs 15 



that are above and beyond what's already in 16 



place, and then also the need for additional 17 



natural gas supply in San Diego, that will 18 



inevitably result from -- it's actually already 19 



in San Diego, even without the loss of SONGS.   20 



  With that, I'll hand it over to Mr. 21 



Pettingil.   22 



  MR. PETTINGIL:  Well, thank you.  And the 23 



esteemed panel we have today, I wanted to start 24 



off and just sort of fill in a little bit about 25 
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what's the problem and how do we get to at least 1 



the foundational issues that led to some of the 2 



recommendations we have in our plan for you 3 



today.  4 



  As a general matter, most of the ISO's 5 



balancing authority has sufficient resources.  6 



One of the things we do on an annual basis is to 7 



look at the whole balancing authority, which 8 



covers most of the State of California, also now 9 



into Nevada and Arizona, and a little bit in some 10 



other areas.  But for the most part, what I 11 



wanted to highlight here is we have 10 load 12 



pockets, or local capacity areas in our system.  13 



And those exist because there is a limited amount 14 



of transmission into those areas of load, and as 15 



a result we need to rely on specific resources in 16 



those load pockets to help us meet reliability 17 



criteria.   18 



  Our challenge now is to focus on LA and 19 



the San Diego area, so the next slide.  Not only 20 



have we been trying to plan for compliance with 21 



the once-through cooling policy, but now, in 22 



addition to that, the loss of San Onofre creates 23 



significant reliability challenges for us in 24 



these two load pockets.   25 
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  And what I wanted to do was just take a 1 



minute here and point out that the LA Basin has 2 



some fairly robust 500 kV system that helps bring 3 



energy into that area, but again, that 4 



transmission system was built up around the 5 



assumption that SONGS was going to be there.  San 6 



Diego's system also was reliant on the San Onofre 7 



generator station being there, as well.  And so 8 



now the challenge is to look at these two load 9 



pockets with the limited transmission and try to 10 



look at what are the challenges of the underlying 11 



physics that are driving needs.   12 



  And so what I've got here on this slide 13 



is to identify three major characteristics.  14 



First and foremost is just the real power, the 15 



energy.  And as you've heard, for the most part, 16 



at least for the foreseeable next couple of 17 



years, we've got enough energy in the L.A. Basin 18 



and even in San Diego, however, that starts to 19 



degrade once we start to look out, look three, 20 



four, five years, and certainly by the time we 21 



look out 10 years from now.  And I'll talk about 22 



that some more.   23 



  The second major issue we've already 24 



discussed is a little bit about the reactive 25 











    34 
 



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



 



power and, as Steve pointed out, what Vars do, 1 



and what that reactive power does, it helps us 2 



move the energy around the system.  And so, 3 



again, in the absence of SONGS, it becomes much 4 



more difficult for moving energy between these 5 



two load pockets and, in particular, moving 6 



energy from the LA Basin into San Diego.   7 



  Finally, we have to be really careful 8 



about what happens on the transmission system.  9 



As we're relying on that transmission grid to 10 



help bring energy into these load pockets, we 11 



have specific reliability criteria and we plan 12 



for that, and that's why this upper slide talks 13 



about a contingency response.  As a general 14 



matter, if we lose a major transmission line, we 15 



need to respond within 30 minutes.  And so when 16 



we start talking about what are the alternative 17 



resources that can help us reliably operate the 18 



system, these are sort of the three key factors 19 



for us to consider and what we did when we 20 



started to put together the plan that we're 21 



sharing with you today.   22 



  CHAIRMAN WEISENMILLER:  I just want to 23 



make sure each of the speakers identifies himself 24 



as we go through the slides, for those on the 25 
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phone.  1 



  MR. PETTINGIL:  Sure.  My name is Phil 2 



Pettingil.  I'm with California ISO.  I'm the 3 



Director for Regulatory Strategy.   4 



  On the next slide here, what we've done 5 



is we've laid out a timeline and we look forward 6 



from ear 2013 into about the year 2022 timeframe.  7 



What we're identifying for is there is a 8 



significant amount of resources that are expected 9 



to go off the system, or our needs will grow.  10 



And that's the bottom half of the line here, the 11 



blue section.  Top of there is San Onofre.  But 12 



certainly, the next major bar you see is load 13 



growth and we do expect load to continue to grow 14 



over this period of time, making it more and more 15 



difficult, and we need to plan for that.   16 



  On the top half of this timeline is the 17 



green section, and the green section is 18 



identifying the resources that we think we need 19 



in order to plan and respond for those needs that 20 



are going to arise, represented by the blue 21 



section.  Again, we are having a significant 22 



quantity of energy efficiency DG and so forth in 23 



this top half.   24 



  A couple other key things I want to point 25 
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out when we look at the right-hand margin, we're 1 



saying we need about 7,600 megawatts of new 2 



resources to come in and 12,200 going away, so 3 



there is clearly a 4,600 megawatt difference.  We 4 



could see that, at least in the studies we're 5 



doing so far, that about 4,600 megawatts of 6 



resources can go away over the same timeframe.  7 



  Now, the other thing I wanted to point 8 



out, as part of our ISO transmission planning 9 



processes, we've already identified some of the 10 



voltage support projects that are needed, and 11 



those are represented in the top middle section, 12 



just above the green.  Talega Substation and the 13 



San Onofre Generator Station, Mesa Substation, 14 



are two projects that we have identified, and San 15 



Diego Gas & Electric is moving forward to put 16 



reactive support in there.  Sycamore-Penasquitos 17 



is another transmission line that would help 18 



reinforce the system down there and, again, move 19 



energy and Vars in support of the loss of SONGS. 20 



  And so finally, just a couple more points 21 



here, the little red dots on the bottom are 22 



places where we've started to identify where do 23 



we want to consider decision points where 24 



potentially we would need to work together to go 25 
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over to the State Water Board and look at a 1 



potential change in the once-through cooling 2 



policy.  So we've got a little bit of time to see 3 



how this plan works out before we would need to 4 



come over to Felicia's organization and 5 



potentially work with them and a schedule change, 6 



but that's what the red dots are trying to 7 



identify.  The reason there are two of them is we 8 



have two major changes in the system.  When we 9 



get into the end of 2017, we see the Encina plant 10 



needing to come in compliance with once-through 11 



cooling, and that's over 900 megawatts of 12 



capacity in the northwest portion of San Diego's 13 



system.  That's a significant change in system 14 



dynamics for us.  And then, finally, it's not 15 



until the end of 2020 where we have the 5,000 16 



megawatts or so of once-through cooling plants in 17 



the L.A. Basin that would need to come into 18 



compliance, and so we have the two red dots to 19 



try to identify that.   20 



  Finally, in the lower left-hand corner, 21 



we've got a green check mark here, and what we're 22 



suggesting is, next year is the time to actually 23 



talk about the contingency plans that Ed had 24 



mentioned, and how would those work -- what's the 25 
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criteria?  How do we trigger those?  What's the 1 



process in order to have a contingency in case 2 



this set of recommended solutions that we're 3 



going to share with you need to be triggered over 4 



the course of this time horizon?  So this just 5 



maps it out over the course of the next eight or 6 



nine years for you.  Next slide.  Ed?  7 



  MR. RANDOLPH:  Yes.  So again, this is 8 



Edward Randolph.  I'm Director of the Energy 9 



Division at the CPUC.  So the next slide -- and I 10 



won't go through every line on this table -- it 11 



is illustrative of one of the big difficulties 12 



we're facing in trying to come up with the 13 



portfolio of resources to meet the incremental 14 



need.  It lists pretty much every technology 15 



option we have out there from energy efficiency 16 



all the way down to new combined cycle gas 17 



plants.  No one resource out there meets all of 18 



the goals we have to meet out there, you know, 19 



SONGS as we know, or San Onofre as we know was 20 



relatively carbon-free, replacing that we're 21 



going to need to be very conscience of the carbon 22 



impact of what we're doing.  At the same time, as 23 



we've discussed, providing critical voltage 24 



support is critical to meeting some of the 25 
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contingency response requirements that FERC and 1 



NERC impose on the ISO.  So as we go through the 2 



various lists, as we come up with a portfolio of 3 



this, there's no one perfect magic bullet out 4 



there that does it.  You know, for example, lots 5 



of conversation of can we meet a lot of this with 6 



rooftop solar, rooftop solar definitely is one of 7 



the best ways -- or one of the better ways to get 8 



actual megawatts available that would be as 9 



carbon-free as possible; however, at least as the 10 



systems are designed, and the inverters are 11 



designed today, they don't provide much voltage 12 



support and they probably wouldn't be available 13 



to meet the contingency response requirements.  14 



Where, on the other side of that, something like 15 



combined cycle plant does meet the voltage 16 



support requirements and the contingency 17 



response, but we would need to deal with the 18 



carbon emissions and other air emissions from 19 



those plants.  And unless there are questions, 20 



then we can get to that later, that's all I have 21 



on that slide.   22 



  MS. BENDER:  This is Sylvia Bender from 23 



the California Energy Commission.  Now that we've 24 



laid out the summary of our approach, along with 25 
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the fact that no single resource can provide all 1 



three of these characteristics that we need for 2 



reliability, let's start talking about our 3 



proposed mitigations and contingency options.  We 4 



divide the actions into two time horizons -- near 5 



term, 2013-2018, and then 2019 and beyond.  And 6 



we have a summary slide here for each of those 7 



two time periods.   8 



  This first slide is the specific near 9 



term actions discussed in more detail in our 10 



preliminary plan document.  The actions are 11 



organized in two ways on this graphic; they're 12 



color coded first for agency responsibility, and 13 



in columns, based on the necessary 14 



characteristics that resource or that action 15 



could provide such as the real power in watts, or 16 



the reactive power in Vars.   17 



  You'll see that staff is suggesting a 18 



broad portfolio of actions, preferred resources, 19 



transmission, and conventional generation, that 20 



we will each discuss in more detail in a moment.  21 



The next slide, please.  22 



  Longer term reliability concerns are 23 



largely driven by once-through cooling compliance 24 



dates in 2020, and load growth in the area.  San 25 
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Diego Area is experiencing some difficulty with 1 



sufficient natural gas delivery to existing fuel 2 



gas generation since the San Onofre closure.  Air 3 



permitting challenges in the LA Basin are likely 4 



to continue.  Longer term actions are still 5 



focused on a continued Preferred Resource 6 



procurement, but planning for future safeguards 7 



such as careful monitoring of how all resources 8 



are developing and performing, and contingency 9 



backstops that could be triggers as needed, must 10 



start now.   11 



  Other longer term options could include 12 



some form of contingency site permitting, delays 13 



in some once-through cooling compliance 14 



deadlines, or additional system infrastructure 15 



alternatives or upgrades.   16 



  So now we'll turn to the specific agency 17 



actions starting with Ed.   18 



  MR. RANDOLPH:  And again, this is Edward 19 



Randolph with the Public Utilities Commission.  20 



In trying to follow the loading order a little 21 



bit, talking about the actions that the CPUC 22 



needs to follow, you know, first and foremost, 23 



and what may very well be the most challenging 24 



for us, is the commitment to meet at least 50 25 
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percent of the incremental need with preferred 1 



resources, with distributed generation, energy 2 



efficiency, demand response, and storage.  Right 3 



now based on our numbers, and as we've discussed 4 



at the beginning, some of these numbers can 5 



change as it gets discussed and vetted through 6 



the LTTP process.  That looks like it's about 800 7 



to 1,000 megawatts of additional resources on top 8 



of the 3,000 megawatts approximately that we're 9 



already committed to and baked in.  And that 10 



3,000 megawatts includes the existing renewable 11 



distributed generation program such as CSI, such 12 



as the Reverse Auction Mechanism, such as the RAM 13 



programs we have, it includes what we anticipate 14 



as a available through our Demand Response 15 



Programs, even though we need to do significant 16 



changes to our Demand Response Programs so that 17 



they're more effective, and it includes what used 18 



to be referred to as the Uncommitted Incremental 19 



Energy Efficiency, which we're now referring to 20 



as Additional Achievable Energy Efficiency.   21 



  Anybody that has been following all this 22 



knows that, even that 3,000 megawatt goal is a 23 



tall lift, so adding another 1,000 megawatts is 24 



going to be a challenge to get there, it's a 25 
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challenge we're definitely committed to, but it 1 



is a challenge.   2 



  The biggest challenges there as it 3 



relates to focused on replacing needs from the 4 



loss of San Onofre is that these resources now 5 



are going to need to be more geographically 6 



targeted than they ever have before.  Most of our 7 



programs now are statewide programs and they 8 



aren't focused on targeting to specific areas, so 9 



that will need to be a programmatic change as we 10 



go forward.  We'll also need to look at these to 11 



get the right resource mix to make sure the 12 



overall balance is something that actually 13 



reduces the need for Var support and for other 14 



grid needs in Southern California, otherwise 15 



we're committing resources to this and still 16 



getting the need for peakers or other plants out 17 



there.   18 



  Finally, these particular timing is going 19 



to be extremely critical.  If we look at 20 



timelines of proceedings even that are fast 21 



tracked to the Regulatory Agencies, when those 22 



proceedings would even fast track, finish up, 23 



when programs are developed and out to the market 24 



under new rules, how long it takes for the 25 
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utilities or, if we're depending on third parties 1 



or community groups to actually develop those, 2 



get the programs going so that we know that the 3 



megawatts are real, the timing of all this is 4 



going to be very tight to make sure that these 5 



resources are available in the 2017, the 2022 6 



timeline, so that they're real, and then we can 7 



avoid some of the contingency plans that are out 8 



there.  Next slide, please.  9 



  Within the Long Term Procurement Plant 10 



Proceeding, studies will be needed for new 11 



resources, both the amounts of the resources and 12 



the types of resources.  That is going on right 13 



now in terms of the loss of SONGS and what's 14 



referred to as the Track IV Proceeding, and that 15 



currently right now is looking at the San Onofre 16 



retirement.  There is another proceeding in the 17 



Track II retiring looking at system-wide 18 



flexibility need.  I'll note there is a typo on 19 



this slide that is actually -- it's actually a 20 



very good typo because it may have been 21 



unintentionally inadvertent in that there's some 22 



issues in the timing that will be discussed in 23 



the future slides.  The next slide, please.  24 



  And not to go through the whole table, 25 
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but this table is very beneficial to take a look 1 



at it in terms of what's already been done in 2 



2013, and this year the PUC has authorized 3 



procurement needs in the LA Basin and San Diego, 4 



1,400 to 1,800 megawatts in the LA Basin, of 5 



which a good portion of that is through a 6 



requirement that the utility pursue a preferred 7 



resource procurement plan.  Southern California 8 



Edison has submitted their procurement plan to 9 



Energy Division and we did approve that last week 10 



for them to go forward, it's a very innovative 11 



plan; I'm not really ready to talk about that 12 



much today.  Pieces of that plan are confidential 13 



while they're going out and doing their RFOs 14 



within that.  I will say it's a very innovative 15 



plan and, going forward on the preferred 16 



resources, I think there will be a lot of things 17 



to learn hopefully from the successes of that 18 



plan, and probably from a few failures in that 19 



plan, but it's a lot of credit to Southern 20 



California Edison for being creative and trying 21 



to figure out how to go out and procure some 22 



additional resources.   23 



  Then the Track II, as I've mentioned the 24 



decision is expected in March of next year, 25 
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that's for system need, and I think most 1 



importantly for the conversation today is the 2 



Track IV proceeding.  And if could move to the 3 



next slide.  4 



  The Track IV proceeding, the original 5 



Scoping Plan of that had a PUC approval 6 



procurement authorization late 2013.  If all went 7 



according to plan after that, that would have us 8 



approving Edison PPAs in the early 2015 9 



timeframe, after they've gone out and done their 10 



RFOs and come back.  The ISO in recent weeks has 11 



suggested that we should delay the initial 12 



approval of the LTPP procurement authorization by 13 



several months in order to allow them to finish 14 



their transmission procurement planning and have 15 



that feed into the LTPP.  The thinking there 16 



would be the transmission plan would better 17 



inform the generation needs and potentially could 18 



reduce some of the generation needs, depending 19 



upon what's coming up in the transmission plan.   20 



The difficulty with that is that it would push 21 



back actual procurement of new resources in 22 



Southern California potentially to the end of 23 



2015 would be when we'd authorize the actual new 24 



procurement, not the beginning of 2015.  Given 25 
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how crucial timing is, you know, pushback of any 1 



period of time is a little bit scary.  At this 2 



point, that's an open issue in the LTPP.  The 3 



Judge has in the LTPP made an alternative 4 



timeline which would still lead to approval in 5 



2015, but right now they're seeking comments 6 



within that proceeding for that timeline.  Next 7 



slide, please.  8 



  And this slide, most of everything that's 9 



in this slide, we've already covered.  One thing 10 



that is important to note for the public is here 11 



is a timeline for public process.  In the upper 12 



left box, it shows where the major analytical 13 



work comes from.  The analytical work that went 14 



into the staff report here today was based on a 15 



scenario analysis that had been done at this 16 



moment in time, you know, since then and it did 17 



inform this report, the ISO has filed their 18 



analysis into the LTPP, so has Southern 19 



California Edison, so has San Diego Gas & 20 



Electric, and so has the City of Redondo Beach.  21 



So these studies are in there and are all part of 22 



the record there and will inform the LTPP as it 23 



goes forward.  Next slide.  And this is on to 24 



you, Phil. 25 
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  MR. PETTINGIL:  Thanks.  In terms of some 1 



of the things --  2 



  CHAIRMAN WEISENMILLER:  Phil?  Identify 3 



yourself.  4 



  MR. PETTINGIL:  Oh, I'm sorry -- Phil 5 



Pettingil, Director of Regulatory Strategy at the 6 



ISO.  One of the things the ISO is doing, I 7 



wanted to talk briefly about the Huntington Beach 8 



Synchronous Condensers.  I think most everybody 9 



is familiar with at least this -- we were able to 10 



get the Synchronous Condensers converted from 11 



generators at Huntington Beach Unit 3 and 4, and 12 



they've been operating all summer for 2013.  We 13 



do expect that, as they're still needed going 14 



into next year, that we would do an extension on 15 



that RMR contract and ask those facilities to 16 



continue to operate through the summer of 2014, 17 



and some way that the ISO's reliability must run 18 



contract works, it's basically an annual 19 



agreement and on a year-by-year basis we reassess 20 



whether there's a need to extend or not.  We have 21 



been able to confirm with Sylvia and the CEC that 22 



at least the facility has an operating permit to 23 



take it all the way through 2020, so we don't 24 



need to worry about permits, but there is a 25 
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repowering plant and, again, in order to try to 1 



work towards compliance with once-through 2 



cooling, we're going to need to look at how that 3 



fits in and our need for Synchronous Condensers 4 



by the time we get to 2016 and 2017.  Next slide, 5 



please.  6 



  In regards to transmission, the ISO is 7 



currently running our annual transmission 8 



planning process.  We've got a number of 9 



transmission lines that are in there and are 10 



being evaluated.  We certainly expect that our 11 



purpose here is to try and identify what's the 12 



potential value and cost and benefit of the 13 



various different options, and this is what Ed 14 



talked about we'd like to bring into the LTPP in 15 



January of next year.  Some of these lines, we 16 



think can provide as much value as about 1,000 17 



megawatts to reduce needs in meeting this 18 



solution.  So we're just now doing those studies 19 



to try to confirm the specifics, and that's what 20 



we'd like to try to bring forward in the early 21 



part of next year.  They clearly bring benefit 22 



not only in terms of the megawatts we've talked 23 



about, but also the voltage support and each of 24 



the projects have a different value of benefits 25 
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to them.   1 



  MR. BERBERICH:  Phil, if I might?  This 2 



is Steve Berberich for those on the phone.  Not 3 



all of these transmission lines are expected to 4 



be needed.  These are just the whole portfolio of 5 



possibilities.  Many of them would compete 6 



against one another, so just to be clear about 7 



this slide, these are all the ones that we're 8 



studying; certainly, we don't expect all of them 9 



to be needed.   10 



  COMMISSIONER MCALLISTER:  So would you 11 



then come up with sort of a set of scenarios, 12 



like, okay, on the one hand, on the other hand, 13 



maybe there's some limited group of scenarios, 14 



"if this, then that" kind of thing?  15 



  MR. BERBERICH:  Exactly right, 16 



Commissioner.  The transmission lines would 17 



interplay with generation, so you could have a 18 



transmission line, as Phil said, it would offset 19 



1,000 megawatts of transmission need, which is 20 



why we want to go through this analysis.  We will 21 



look, as we stated, in the plan for transmission 22 



solution first because, particularly if we have 23 



renewables in the outlying areas, we can bring 24 



those renewables into the market, so that will 25 
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really be a part of the analysis.   1 



  MR. PETTINGIL:  So next slide, please.  2 



So then finally, one of the other elements 3 



identified in the plan here is really to try to 4 



look for alternative ways to acquire the 5 



preferred resources and what we suggested is very 6 



limited, it's about two sentences worth in the 7 



plan, but what I've done is expand a little bit 8 



on that thinking, and it is that the ISO would 9 



potentially run a multi-year forward auction.  As 10 



we've talked with Demand Response and other 11 



providers of these Preferred Resources, they're 12 



giving us some pretty strong feedback.  They need 13 



a price signal that's multiple years forward.  14 



And so the concept here would be the ISO to run 15 



an auction, to acquire the Demand Response and/or 16 



energy efficiency and other potentially preferred 17 



resources, and it could offset the reliability 18 



and the operating needs that we have.  And so, 19 



conceptually we'd be able to identify multiple 20 



different products -- two hour, or four hour, or 21 



six hour, as long as it could meet that 30-minute 22 



contingency response, we could really seek an 23 



opportunity to try to expand on or run in 24 



parallel with the procurement authorization that 25 
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the PUC would be lending to the IOUs and the 1 



entities in Southern California that need to do 2 



procurement.   3 



  We feel like we could actually set this 4 



up and potentially run the first auction as early 5 



as next year in 2014, and that would make it 6 



available for meeting resource adequacy 7 



requirements as early as 2015.  So we'd still 8 



need to work with Ed and the rest of the folks at 9 



the PUC to try to go through that process, see 10 



how we would implement it, and certainly work 11 



with Edison and San Diego in regards to what are 12 



their authorization levels, and how would we 13 



design and clear this kind of a market for kind 14 



of resources.  But we really see it as something 15 



as an augmentation to the processes that are 16 



already in place, and still needs a lot more work 17 



to try to flesh it out on how that would actually 18 



function.  19 



  COMMISSIONER MCALLISTER:  So I wanted to 20 



chime in a little bit and ask a question for you 21 



and Ed.  So how does that map over into -- what's 22 



the interaction between that and the proceeding 23 



process at the PUC and the timing of that to 24 



bring sort of taking a procurement approach 25 
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through the IOUs to get more DR online, 1 



particularly with Edison and SDG&E?   2 



  MR. PETTINGIL:  I'll start and just say 3 



right now the thinking is that going through the 4 



LTPP process would identify a procurement 5 



authorization, then there's an opportunity to do 6 



that.  As Ed mentioned, Edison's current plan is 7 



to go out and go through an RFO process to 8 



acquire those resources.  Now, what we could do 9 



is augment that and say, well, what if the ISO 10 



were to run an auction, to give them an 11 



opportunity to come into that auction, put in 12 



their prices or bids for what they'd be willing 13 



to pay for the resources, then we could look at 14 



attracting new resources from Demand Response 15 



aggregators, for example, and help Edison be able 16 



to meet its authorization for a procurement.  So 17 



that's kind of the way the thinking is at this 18 



point.   19 



  COMMISSIONER MCALLISTER:  Interesting.  20 



So you basically would be offering -- you would 21 



sort of be helping marshal the marketplace to 22 



offer into the RFOs that would be being run --  23 



  MR. PETTINGIL:  Yes.  24 



  COMMISSIONER MCALLISTER:  But there would 25 
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only be one, I guess, is what I heard.   1 



  MR. RANDOLPH:  You know, I'll have to 2 



admit, this is really --  3 



  COMMISSIONER MCALLISTER:  This is 4 



Commissioner McAllister, by the way.  5 



  MR. RANDOLPH:  -- plans need -- and this 6 



is Edward Randolph again from the PUC where these 7 



plans need to be worked out a little bit more.  8 



As I've understood this plan to date, it's 9 



actually slightly different there and this would 10 



be done through the ISO's markets, and 11 



potentially would be billed as part of the TAC, 12 



not as part of the utility's plans, so I think 13 



there are some details that need to be worked out 14 



on this.   15 



  I think it's important to notice for 16 



anybody in the crowd who is tracking this, this 17 



is separate from the conversation that we're 18 



having with the ISO and what's being referred to  19 



as the joint reliability framework, which would 20 



be alternate to a long term forecasting market.  21 



  COMMISSIONER MCALLISTER:  Okay, so I 22 



think this is really a key area that we've got to 23 



sort of get the anvil out and start hammering out 24 



something that's got some steel associated with 25 
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it.  So I guess I really think this is super 1 



important and this is why we're focusing on it in 2 



the IEPR and figuring out what's going to 3 



actually get real Demand Response on line in a 4 



couple years max, you know, we've got to just 5 



figure out what's going to do that.  And so the 6 



back and forth, I'm worried that we're going to 7 



end up going down a road where there's a lot of 8 



layers to this onion that we don't see yet, and 9 



they're just going to keep coming up, coming up, 10 



and coming up.  And I think we just can't put 11 



ourselves in that situation, so I want to really 12 



encourage us all to put on our thinking caps and 13 



figure out how to quantify, and then go after 14 



these resources.   15 



  MR. RANDOLPH:  And on that, one of the 16 



reasons why this is in here now, even though 17 



there's a lot of details that need to be worked 18 



out, is that in order to move quickly and get the 19 



thinking cap on, it's better to throw the ideas 20 



out there and work through it than it is to say 21 



let's not talk about it until we have the details 22 



worked out. 23 



  COMMISSIONER MCALLISTER:  Absolutely.  24 



Really appreciate it.  And I think it's going to 25 
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be a great conversation and very necessary, so 1 



thanks.   2 



  MR. PETTINGIL:  That's all I had.  3 



Sylvia?  4 



  MS. BENDER:  Okay, this is Sylvia Bender 5 



from the Energy Commission again.  Next slide.  6 



  Three proposed repower projects in 7 



Southern California have recently submitted 8 



Applications for Certification, or license 9 



amendments to the Energy Commission.  The 10 



Certification filings from Alamitos is expected 11 



in late 2013.  The current once-through cooling 12 



phase-out schedule for these units is all 2020.  13 



Generally, these repower applications propose new 14 



natural gas, combined cycle, dry cooled, fast 15 



start facilities that can provide more 16 



flexibility in the system.  Start-up times would 17 



be reduced from 12 to 18 hours to as little as 10 18 



minutes to allow for fast ramping in these new 19 



configurations.   20 



  These proposals generally involve 21 



replacing unit payers building those as other 22 



units on the same site, or being demolished until 23 



the entire facility is converted to modern 24 



technology.  The practical considerations of 25 
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repowering one or two units at a time to maintain 1 



reliability standards may trigger early decisions 2 



about once-through cooling compliance schedules.   3 



  Generator owners repowering old steam 4 



boiler facilities into advanced gas turbine 5 



technology are able to use exemptions under 6 



SCAQMA's Rule 1304(a)(2).  For these, the Air 7 



District debits the needed emission credits from 8 



its own internal bank; however, concerns were 9 



raised at the July 15th workshop about the 10 



sufficiency of these credits, which also serve 11 



other public policy purposes for the large amount 12 



of potential repowering in the coming decade.   13 



  And once these facilities may be 14 



licensed, the owners of the facilities will still 15 



need to secure power purchase agreements that are 16 



approved by the PUC.  So there are a number of 17 



decisions that involve any kind of repowering 18 



with these units before they reach operations, so 19 



timeliness will be an issue here, as well.  Next 20 



slide.  21 



  Recent experiences also show us that it 22 



can take seven years or more for new generation, 23 



even repowering existing generation to be 24 



permitted and built.  Contingency Plans for fast 25 
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tracking additional conventional generation may 1 



be needed to be considered as a backstop in the 2 



event that repowering projects do not proceed, 3 



Preferred Resources do not materialize on time, 4 



or in sufficient amounts, or that transmission 5 



projects prove infeasible or are delayed.   6 



  The CEC does not have a contingency 7 



permitting process now.  During the 2022 energy 8 



crisis, the Energy Commission had several 9 



alternative processes and timelines that were put 10 



in place via Executive Order or legislative 11 



authority.  One of these was a six-month 12 



licensing process.  And the purpose of this 13 



particular process was to expedite clean projects 14 



that met a series of screening criteria that are 15 



shown here, complying with all legal 16 



requirements, no public health or safety 17 



concerns, no significant adverse environmental 18 



impacts, no adverse impacts on the electrical 19 



system, little or no public controversy, and site 20 



control.   21 



  Although the legislation contains sunset 22 



clauses and the process itself has expired, it 23 



may be possible that the current 12-month 24 



permitting process could be expedited in certain 25 
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conditions using the Energy Commission's existing 1 



authority, providing these same screening 2 



criteria are applied.   3 



  Pre-filing meetings with staff, tribes, 4 



Air Quality Management Districts, and the 5 



Transmission Interconnection Authority that all 6 



have long lead times in their reviews would be a 7 



critical part of this.  To be able to receive a 8 



decision in less than 12 months, the Application 9 



for Certification would need to be thorough and 10 



exceptionally complete upfront.  Next slide.  11 



  Another process that dates from about 12 



this time period is the Notice of Intention 13 



process.  Here, the Applicants suggest building a 14 



power plant at any of at least three possible 15 



sites.  The purpose of the Notice of Intention is 16 



to engage the Applicant, the Commission, 17 



Agencies, and all interested parties in an open 18 



planning process to look at technical, 19 



environmental, health and safety, economic, and 20 



social and land use acceptability of alternative 21 



sites and facilities.  The detailed study on 22 



engineering and design aspects and the analysis 23 



of significant adverse impacts are not done in 24 



this process.   25 
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  In practice, very few of these Notices of 1 



Intention have been filed.  The Assessment of 2 



Alternatives including alternative sites is now 3 



usually covered in the Application for 4 



Certification, which presents project details for 5 



specific sites.   6 



  Both SCE and San Diego Gas & Electric are 7 



looking into the possibility of identifying sites 8 



in their service areas that could be secured, 9 



permitted, and then made available to independent 10 



generators under some form of competitive 11 



solicitation process.  The Energy Commission has 12 



a current Order Instituting an Informational 13 



Proceeding on Power Plant Siting, Lessons Learned 14 



that may be a potential vehicle for an expanded 15 



scope to allow discussion on the feasibility of 16 



some form of contingency planning.   17 



Next slide, please.  18 



  A final contingency approach involves 19 



once-through cooling compliance dates and we've 20 



talked about this a bit already.  The State Water 21 



Board's adopted policy includes provisions that 22 



would allow modification or two compliance dates 23 



if the energy agencies recommend delays due to 24 



reliability concerns.  Parties at the July 15th 25 
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workshop suggested that any plans for changes be 1 



made soon to allow the once-through cooled plants 2 



to continue reliability support.  These plants 3 



are seen by some as an insurance policy, or an 4 



emergency reserve that could allot time for 5 



Preferred Resources to develop.   6 



  The Water Board has indicated that it 7 



would expect a plan and some substantial 8 



justification for these delays.  Further work 9 



with the Water Board would be needed to establish 10 



the circumstances and define the evidence that 11 



could justify recommending such a delay and for 12 



the Water Board to accept such recommendations in 13 



its hearing process.  Short delay periods may be 14 



anticipated, but some delays of more than 10 15 



years have already been granted.   16 



  So with that, you've heard our discussion 17 



of identified needs in our proposed 18 



recommendations for mitigations and contingency 19 



options.  These actions collectively comprise a 20 



preliminary reliability plan.  In order to 21 



realize this plan, a variety of decisions will 22 



need to be approved and implemented in key State 23 



agency and ISO proceedings.  The implementation 24 



also includes monitoring that verifies near term 25 
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actions are in place and performing as expected, 1 



or that will trigger appropriate contingency 2 



options.  Although some of these options will 3 



take years to come into reality, beginning 4 



effective decision coordination now will ensure 5 



that the regulatory actions are taken in time to 6 



ensure future electricity reliability needs and 7 



GHG reductions are met cost-effectively in the 8 



Los Angeles and San Diego Areas.  So we now 9 



invite your questions.   10 



  CHAIRMAN WEISENMILLER:  This is Chair 11 



Weisenmiller.  And I certainly again would like 12 



to thank the staff of the agencies and the 13 



utilities for their hard work on this.  I think 14 



the next question is, does anyone on the dais 15 



have either questions or comments?  Otherwise, I 16 



have some blue cards from the audience.  17 



  MS. RAITT:  And if there are other folks 18 



who have blue cards, please hand them to me or 19 



Lynette.  So we would take questions from the 20 



dais and, if none, then we'll move on to 21 



participants in the audience.   22 



  COMMISSIONER MCALLISTER:  So really just 23 



one question.  I guess, you know, time is 24 



obviously of the essence here and I really like 25 
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the graph with the green up and the red down, and 1 



it's sort of mapping it out over time, year to 2 



year, to see what resources are likely to go 3 



offline, what might come on line, sort of 4 



matching that up, and I think it becomes very 5 



clear that if we can get a resource over the 6 



projected on the positive side, then that really 7 



helps us on the negative side, and so I think 8 



understanding those tradeoffs is really 9 



important.  And we've got to kind of do that more 10 



or less in real time, and so I guess I would ask, 11 



as far as monitoring performance, you know, in 12 



the last slide, you know, I guess it was in the 13 



context of OTC compliance dates, but I think more 14 



broadly, just figuring out what's working and 15 



quickly so we can move on and make those 16 



adjustments as we go on to the next, you know, 17 



two, three, five years, this is going to be 18 



really important, particularly on the demand 19 



side.  And so, as we try to do Demand Response 20 



and we try to get aggressive energy efficiency as 21 



Edison and SDG&E work on their particular 22 



initiatives, how might we make sure that we're 23 



understanding how those are going quickly, and 24 



sort of maintain the flexibility, you know, in 25 











    64 
 



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



 



this group and within this sort of operational 1 



level of redirecting them if necessary, and 2 



allowing them to be flexible? 3 



  MR. RANDOLPH:  I think the answer to that 4 



is we need to answer that over the next couple 5 



months, at least on the Preferred Resources side, 6 



is to figuring out what are the acceptable 7 



measurements and milestones to know that some of 8 



these Preferred Resources actually did come on 9 



line and can be counted on to be there over a 10 



long period of time.  There's some difficulties 11 



in there; for example, if energy efficiency does 12 



come on line in Southern Orange County, how are 13 



we measuring that in a cooler than normal summer 14 



versus a warmer than normal summer, and having 15 



some level of confidence that it's there.  Those 16 



are issues that we're going to have to work out 17 



over the next -- very quickly, so the next few 18 



months to figure out what those milestones would 19 



be and how the other agencies and the other 20 



folks' tasks with keeping the lights on on an 21 



hour-to-hour basis are comfortable that that's 22 



real.   23 



  MR. PETTINGIL:  And I think I would add  24 



-- this is Phil Pettingil again -- I would add 25 
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that what we've done here in this last really 1 



just couple of months is to try to put together a 2 



set of ideas that looks like it works, as you 3 



say, in terms of the pluses and minuses, it looks 4 



like it works for meeting reliability.  The next 5 



step, you know, Ed called out the Preferred 6 



Resources and those things, but I think now we've 7 



got a list of items that look like it will work, 8 



we probably need to start at that high level and 9 



break each of those down into almost like a 10 



project management plan, if you will, so we know 11 



what are some key decision points, or key 12 



milestones on the way to those solutions, and 13 



then if those milestones of whatever start to 14 



slip or we get behind, then we can reassess and 15 



see what does that mean in regards to the plan.  16 



  COMMISSIONER MCALLISTER:  That's great.  17 



And I guess, just since -- oh, sorry --  18 



  MS. BENDER:  I just wanted to comment on 19 



that, sorry --  20 



  COMMISSIONER MCALLISTER:  -- great, go 21 



for it.  22 



  MS. NICHOLS:  This is not staff, but from 23 



another perspective here, I think that the reason 24 



why the energy principles group was created in 25 
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the first place was to develop a project 1 



management approach to implementing California's 2 



energy plans.  And while we obviously don't have 3 



the tool quite right and ready to use yet, a lot 4 



of work was done on that actually a few years 5 



ago, and once we have the basic parameters agreed 6 



to, as I think was being suggested by both Ed and 7 



Phil, I think we have some pretty good resources 8 



within the agencies to develop something that 9 



could be quite transparent to all the agencies 10 



that have responsibilities here, so that each of 11 



us would see where we were with respect to the 12 



timelines to track our progress, and hold each 13 



other accountable.   14 



  MR. RANDOLPH:  And to that note, it's 15 



worth noting right now that there's now I believe 16 



two different project managers, or people with 17 



project management expertise assigned to this.  18 



The ISO has taken one of their folks and assigned 19 



to the big project, a project managing that, and 20 



then at the PUC we have had somebody internal 21 



with us who has a deep expertise in project 22 



management to help facilitate the planning of our 23 



end of the Preferred Resources since there are so 24 



many moving parts there that we really feel we 25 
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need to take an overall project management 1 



approach to that.   2 



  CHAIRMAN WEISENMILLER:  I also thought it 3 



would be useful to say that I think what I'm 4 



really looking for is to get the load data or 5 



sales data from the ISO for the relevant 6 



substations in Orange County year by year, and it 7 



may be that, you know, we've talked about the 8 



weather variation, but also we could get 9 



surprises in terms of the economy there, and it 10 



could be stronger or weaker than we anticipate, 11 



but anyway, the idea is to keep tracking it, keep 12 



working on the Preferred Resources, as there's 13 



got to be some sort of weather adjustment, but 14 



also there could be some wild cards on the 15 



economy, either up or down, and that I think we 16 



have to track.  17 



  COMMISSIONER FLORIO:  Looking at -- I 18 



think it was Slide 5 -- or 6 -- that had the 19 



pluses and minuses and the resource mix, I 20 



noticed we have load growth at -- I assume that's 21 



LA area versus San Diego area, but does that 22 



include load growth from expected electrification 23 



of transportation?  Is that a part of that?  Or 24 



is that something in addition?  25 
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  CHAIRMAN WEISENMILLER:  This is Bob 1 



Weisenmiller again, for those on the phone.  When 2 



the Energy Commission does its Demand Forecast 3 



along with energy efficiency and DG, one of the 4 



things we're also looking at is electrification, 5 



particularly the transportation sector.  And we 6 



work very very closely with the Air Board on 7 



that.  We also look at some of the initiatives 8 



like the South Coast is doing in terms of 9 



electrification on the ports and stuff, so again, 10 



it's a new area, so in some respects there's not 11 



certainty on that side.  But again, that's 12 



another key part of it.  And obviously one of the 13 



drivers for us on reliability is, as we move into 14 



the electrification and transportation system, 15 



transportation is -- goods movement is such an 16 



important part of the LA economy, we have to make 17 



sure we've got the reliability of the grid in 18 



place as we do that.   19 



  COMMISSIONER FLORIO:  Yeah, that's good.  20 



Thank you.  21 



  CHAIRMAN WEISENMILLER:  Okay, let's start 22 



hearing from the public.  Again, blue cards, if 23 



you pass those to Heather, or someone on our 24 



staff, we will collect those and we'll sort of 25 
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get you in line for that.  These are looking for 1 



comments and sort of for three minutes, certainly 2 



there will be written comments later also.  Let's 3 



start with Jeremy Smith of the State Building and 4 



Construction Trades Council.   5 



  MS. RAITT:  And as a reminder, please 6 



state your name and affiliation.  7 



  MR. SMITH:  Thank you, members of the 8 



Disparate Boards that are on the dais.  9 



[Laughter]  My name is Jeremy Smith.  I'm here on 10 



behalf of the State Building and Construction 11 



Trades Council.  I didn't think I was going to 12 



get to go first, but I'm happy to go first.  I'm 13 



here just to sort of reiterate the tenor of the 14 



presentation, which is to support a balanced 15 



approach to replacing SONGS.  Thinking into the 16 



future long term for greenhouse gas emission 17 



reduction is very important, I understand.  I 18 



represent over 400,000 Unionized construction 19 



workers in the state, they breathe the air just 20 



as much as anybody does, they want it to be 21 



clean, as well.  But they also build quite a bit 22 



of the power generation facilities in the state, 23 



both renewable and more traditional gas-fired 24 



power plant type facilities.  And we want to make 25 
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sure that, as we think about how to make the 1 



environment cleaner moving forward, and making 2 



sure all the new state laws to make the 3 



environment a better place to be, that we don't 4 



lose sight of the fact that building facilities 5 



to take the place of SONGS will also have a very 6 



important short term goal for our economy in 7 



terms of work, for my members that I represent, 8 



and other types of construction workers who may 9 



not be in a Union.   10 



  Our members are depending on the craft to 11 



go through a three to five-year apprenticeship 12 



training program when they become journeymen or 13 



journeywomen.  They continue their training 14 



throughout their career.  So we are poised, my 15 



members are poised to build anything that comes 16 



out of this proceeding and in the future, but we 17 



just want to make sure there's a balanced 18 



approach to replacing SONGS moving forward so 19 



that not only can we ensure the generation is 20 



there for the grid, but that we create the 21 



maximum amount of jobs that the economy, during 22 



this still fragile recovery, deserves and 23 



demands.  So for those reasons, I'm very 24 



supportive of today's presentation and look 25 
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forward to working with you in the future to move 1 



forward in finding a solution for replacing 2 



SONGS.  Thank you.  3 



  CHAIRMAN WEISENMILLER:  Thank you.  Sache 4 



Constantine from the Center.   5 



  MR. CONSTANTINE:  Good morning to one and 6 



all.  I am Sache Constantine.  I'm the Director 7 



of Policy at the California Center for 8 



Sustainable Energy.  And I want to say thank you 9 



to all the agencies and the staff and the 10 



utilities that have worked on this plan.  We 11 



would like to come forward to commend this plan 12 



for its foresight and its comprehensive review of 13 



ways to offset this capacity that we're losing.   14 



And we do look forward to submitting more formal 15 



comments, I just want to offer a few quick 16 



observations here today.  And I don't want to 17 



sound too Pollyannaish about this, I don't want 18 



to be too optimistic or over-simplify, but we 19 



might characterize this not so much as a problem 20 



looking for a solution, but as the problem that 21 



our solutions that we already have have been 22 



looking for, and we have a number of great 23 



programs here in the state that already think 24 



about comprehensive approaches to our energy 25 
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future.  That's something the CCSE has been 1 



working on for decades with Commissioner 2 



McAllister's support, of course, over the many 3 



years.  AB 758 implementation, SGIP, CSI, the 4 



Statewide MEAO, the Statewide Marketing, 5 



Education and Outreach Program approved by the 6 



CPUC recently, and the support that will provide 7 



to the State's brand, Energy Upgrade California.  8 



The new storage program that's just been 9 



announced by the CPUC.  These are all programs 10 



already in place with years of experience and 11 



foresight that can contribute to this solution 12 



here today.  So we like to look at this, as 13 



everyone has been saying, a great opportunity, 14 



something we already do, we do very well.  I 15 



think Commissioner McAllister said that earlier.  16 



We do a lot of these things well already.  So we 17 



shouldn't be faint of heart, we should move 18 



forward in confidence that we have the basis to 19 



create the solution.   20 



  I did want to speak to a couple of minor 21 



things, and we will support these more in written 22 



comments, but one of the charts up there pointed 23 



out that DG solar can provide Var support or 24 



reactive power control under the current set of 25 
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installations; however, there is technology out 1 



there in that case, reactive power control -- I 2 



think the German word is (indiscernible) -- 3 



inverters capable of reactive power control, and 4 



we could talk about that, there are proposals 5 



already out there that we're working through how 6 



to improve the inverters that get installed with 7 



our systems.  I thought it was great that we 8 



talked about the electrification of 9 



transportation.  That is actually an open door.  10 



When people are buying electric vehicles, when 11 



they are electrifying their fleet, that's also an 12 



opportunity to sell them DG, it's also an 13 



opportunity to get them more energy efficiency.  14 



This is not so much a burden that we have to now 15 



carry, but an opportunity, a door opening.  So we 16 



look forward to more formal comments and thank 17 



you very much.  18 



  CHAIRMAN WEISENMILLER:  Thank you.  19 



Continuing on with the San Diego theme, Rob 20 



Anderson of SDG&E.  21 



  MR. ANDERSON:  Good morning.  I'm Rob 22 



Anderson, Director of Resource Planning for 23 



SDG&E.  Just a few points.  I think that the word 24 



I heard the most this morning was we have a 25 
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challenge, sometimes it was a huge challenge, 1 



sometimes a very complex challenge, but, yes, we 2 



have a challenge.  And I think there's a number 3 



of things that we'll need to really focus on in 4 



order to work through this challenge.  First is 5 



going to be timely decision making, and this will 6 



be both on the planning side and on the project-7 



by-project specific approval side.  And I don't 8 



mean that we need to get all of our data and know 9 



everything perfectly before we make a single 10 



decision, I think this will be a process where 11 



we'll make multiple decisions, we will take 12 



multiple steps along the way, and so we shouldn't 13 



let our fear of not having perfect information 14 



stop us from making a decision to at least get 15 



moving as quickly as we can.   16 



  Secondly, a few things specific about San 17 



Diego.  As we look to aggressively pursue the 18 



Preferred Resources in our area, there are a 19 



couple things that may make us a little 20 



different, one is our entire service area is in 21 



the load pocket, okay, so we can pursue basically 22 



these resources anywhere in our service territory 23 



and be just as effective as meeting the need as 24 



others.  Edison will need to essentially focus on 25 
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certain substations, certain subareas, we can go 1 



after the entire service area.   2 



  Also, the LCR requirement or the local 3 



capacity requirement is a 12-month requirement, 4 



so this isn't a single day we're planning for, so 5 



we're going to need to make sure we do have a mix 6 



of resources that are going to get us through all 7 



12 months of the year.  8 



  And lastly, we also need to keep an eye 9 



on what's going on in the system as a whole.  As 10 



you're all aware, our resource mix as a whole is 11 



changing very differently.  We're starting to see 12 



that, given the amount of renewables we have 13 



coming on line, if we subtract all the must-take 14 



renewables off of our load, we're beginning to 15 



see that the need for new generation is really 16 



being driven by nighttime loads, not by afternoon 17 



loads.  So we ought to make sure as we're looking 18 



to solve a local reliability problem, we're 19 



getting the kinds of resources that can also 20 



address that nighttime load, as well as the 21 



afternoon load.   22 



  And with that, I think it's just 23 



important that we pursue both short term and long 24 



term solutions at this point in time.  Many of 25 
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the transmission options we're looking at could 1 



be a solution that won't come on line for another 2 



eight, 10, 12 years, having just gone through one 3 



of those, but that doesn't mean we shouldn't 4 



start on them now.  So I think many of the long 5 



term transmission solutions may be the thing that 6 



gets us from 2020 on, or 2022 on, and yet we'll 7 



need to still make sure we plan how we're going 8 



to get from today to 2020.  With that, thank you.  9 



  CHAIRMAN WEISENMILLER:  Thank you.  Jim 10 



Caldwell, CEERT.  11 



  MR. CALDWELL:  Jim Caldwell, CEERT.  My 12 



observation on this, I guess, body is that I 13 



think this is the first hearing I have ever 14 



attended that is two hours into it and I don't 15 



disagree with anything anyone has said.  16 



[Laughter]  I'm almost speechless, but as you can 17 



imagine, we'll fix that.   18 



  I think -- oh, one other point I wanted 19 



to say on that is that I want to appreciate 20 



particularly Phil Pettingil putting forth Slide 21 



6, that as we were reading through San Diego's 22 



and ISO's and Edison's testimony at the PUC, it's 23 



very hard to follow because it's in Tabular form, 24 



and you're adding and subtracting numbers from 25 
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different places, and you can't figure out where 1 



it goes; and for example, I have no idea what the 2 



6,200 megawatts that is in this plan -- how that 3 



compares to the 4,600 that's in the other plan, 4 



or anything else.  I don't think they're any 5 



different, but I just don't know, and so that 6 



chart is very helpful and I think, going forward, 7 



we should use that chart in all of our 8 



discussions in all the thing or it's component to 9 



keep things straight.  10 



  Before we get into -- I think we need to 11 



take one step backwards, and that is that for 12 



over 40 years we've defined reliability the 13 



electric grid in the South Coast as the ability 14 



to withstand the loss of one unit at San Onofre 15 



plus one 230 kV element on a peak day without 16 



unplanned load drop.  Obviously, that criteria 17 



must change.   18 



  Now, the CAISO transmission planners have 19 



proposed and are using a new standard which is 20 



the loss of both 500 kV lines in the San Diego on 21 



a one and 10-year peak day without any planned 22 



load drop as a contingency.  Now, that standard, 23 



with that new standard, is clearly well above 24 



Federal minimum standards, it's well above WECC 25 
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minimum standards.  It's clearly within the 1 



discretion of the ISO to adopt that standard, but 2 



that standard in and of itself is a billion 3 



dollar decision.  That's a thousand megawatts of 4 



this need.  And I would submit that we need to 5 



adopt that reliability standard in the public.  6 



We need to at least have a specific vote of the 7 



Board of Directors of the LISO after having some 8 



input from this Commission, from the PUC, from 9 



the State, before we proceed down this slide.  10 



Now, I don't object to spending a billion dollars 11 



for new reliability in the basin, but I do think 12 



that that deserves a specific vote before we move 13 



forward, then we can confidently turn to the 14 



issue of what is the appropriate mix of resources 15 



to fill that need.  One of the things I think we 16 



need to talk about is that I don't think it's 17 



possible to do a procurement authorization prior 18 



to understanding the transmission issues.  The 19 



ISO says it's going to take them roughly six 20 



months to come up with these transmission 21 



alternatives.  I think we must wait for that and 22 



then we must figure out how to keep the timeline 23 



of authorization or procurement in 2015 given 24 



that front end delay.  It simply is not possible 25 
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to do that.   1 



  One of the projects that we haven't 2 



talked about specifically here today is, for 3 



example, the Mesa Lupin project proposed by 4 



Edison.  That in and of itself is roughly 1,200 5 



megawatts of new need.  It involves no new right 6 



of way, it involves no new transmission lines, 7 



although there is some reconductoring, it could 8 



be done.  It needs study and it needs to be 9 



expedited and it needs to be studied now.  We 10 



shouldn't wait, we should do that now.   11 



  CHAIRMAN WEISENMILLER:  Okay.  Thanks, 12 



Jim.   13 



  MR. CALDWELL:  There are other projects 14 



along --  15 



  CHAIRMAN WEISENMILLER:  We'll take your 16 



written comments?  17 



  MR. CALDWELL:  Yes.  Thank you.   18 



  CHAIRMAN WEISENMILLER:  Okay.  Dorothy 19 



Rothrock, CMTH.   20 



  MR. BERBERICH:  Chairman Weisenmiller, if 21 



I might, the Mesa Lupin, Jim, that you were 22 



talking about, I expect will be part -- I know it 23 



will be part of our transmission plan. And I 24 



think you'll see it as part of the plan.  The 25 
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plan should be done for January.   1 



  MS. ROTHROCK:  Thank you, Chairs and 2 



members.  My name is Dorothy Rothrock and I'm 3 



with the California Manufacturers and Technology 4 



Association.  I really appreciate being able to 5 



say this to all of you all in one time, I think I 6 



can bill many clients for all the time I'm here.  7 



[Laughter]   8 



  COMMISSIONER MCALLISTER:  You're being 9 



recorded, by the way.  10 



  MS. ROTHROCK:  Oh, no, busted.  But the 11 



reality is, I'm here actually learning more than 12 



anything else.  It is absolutely crucial that the 13 



industry in the state become aware of the 14 



challenges that we are facing going forward to 15 



get this solved, and that we be an active 16 



participant in providing solutions.  I'm hopeful 17 



that we will be part of the problem going forward 18 



and that there will be load growth in the basin 19 



that may increase emissions and it might increase 20 



some demands on the system, however, I think on 21 



net we can be more of a contributor to the 22 



solution if we're allowed to participate fully.  23 



And I know that's a challenge because industry 24 



does its own thing, has its own timelines, has 25 
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its own use of the money that they have, but I 1 



was reflecting on the comments of Commission 2 



McAllister and Commissioner Florio about the 3 



importance of being very creative and 4 



understanding what customer decision making is 5 



going to look like over the next few years, so 6 



that we're capturing the benefits of that, or at 7 



least becoming aware of when things are going to 8 



go south in ways that you may not have 9 



anticipated in your planning.   10 



  I wanted to agree with the previous 11 



speakers, so that will save me some time here 12 



about the importance of dealing with transmission 13 



first, and then going beyond that to see what our 14 



resources need to be.  I wasn't sure in the 15 



presentation how the 800 to 1,000 megawatts of 16 



Preferred Resources -- what that meant in terms 17 



of what transmission may have already been done 18 



first to then change that number going forward, 19 



or if that's net of whatever transmission you're 20 



going to do, I just didn't know how that was 21 



going to play out.  And also, we're also very 22 



intrigued with the Mesa Lupin proposal and glad 23 



to hear that it's going to be considered.  24 



  Finally, there's real timing challenges.  25 
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We've got short term problems to solve, but then 1 



perhaps longer term solutions that may be more 2 



beneficial in the long term.  We want to make 3 



sure -- and here's a word that I haven't used in 4 



a long time -- we don't have stranded costs going 5 



forward when we finally get the more permanent 6 



robust solutions post-2020 that maybe some of the 7 



decisions we've made here early on are a problem.  8 



  Finally, since I have just 13 seconds, I 9 



wanted to just let you know that, since Bill 10 



Keese is in the audience, I got a little nervous 11 



that maybe we were going to have another energy 12 



crisis, but maybe that's not true.  Thank you 13 



very much.     14 



  CHAIRMAN WEISENMILLER:  Thank you.  Chris 15 



Anderson, ARB, Inc.  16 



  MR. ANDERSON:  Hi.  I'm Chris Anderson.  17 



I work for ARB, Inc.  We're a general contractor 18 



based in Orange County.  We've been in California 19 



for over 60 years, we've worked on a sizeable 20 



number of California's latest power plants, both 21 



renewable and conventional.   22 



  With retirement of San Onofre and 23 



increasing reliance on renewable power sources, 24 



California still requires a substantial 25 
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investment in conventional power, along with 1 



upgrade transmission and natural gas transmission 2 



resources in Southern California to support 3 



California's recovery and future growth, both 4 



population and industry.  Near generation and 5 



gas-fired plants through advances in technology 6 



and design has addressed two of the major 7 



concerns the public has voiced, both emissions 8 



and water usage.  9 



  California construction workforce has yet 10 



to fully recover in this economy, and these types 11 



of projects, depending on size, create anywhere 12 



from 50,000 to a million man hours worth of work, 13 



which equals wages and benefits between five and 14 



a hundred million dollars.  The wages paid on 15 



these projects is generally substantially higher 16 



than the service and retail sectors, and various 17 



studies have shown the economic impact in areas 18 



these projects are built in is six to 12 times 19 



actual wages paid to the workers due to the 20 



commodities and services purchased by the 21 



workforce.  Since we're in Sacramento, all of 22 



these multiple transactions create revenue to the 23 



state in the form of income and sales taxes.  24 



Sales tax on a major plant can be in excess of 25 
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$15 million alone.   1 



  After the completion of these plants, 2 



there are permanent jobs completed in the form of 3 



plant operators and maintenance personnel, also 4 



seasonally there will be a need for maintenance 5 



by outside contractors for the life of the plant, 6 



which will create a legacy of economic benefits 7 



for both the workers and the community.   8 



  Recently, the El Segundo Plant has come 9 



online.  There is also some major solar projects 10 



that are due to be wrapped up at the end of the 11 



year, beginning next year, so there's a readily 12 



available workforce in the area to do anything 13 



that comes out of this plant.   14 



  In closing, while both conventional and 15 



renewables will get the region partially to its 16 



goals, both new transmission projects and 17 



generating capacity need to be added to guarantee 18 



the area's electrical reliability and load.  19 



Thanks.  20 



  CHAIRMAN WEISENMILLER:  Thank you.  21 



Steven Kelly, IEP.   22 



  MR. KELLY:  Thank you, everybody.  I'm 23 



Steven Kelly, the Policy Director for the 24 



Independent Energy Producers Association.  And 25 
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within my membership, for those who don't know, 1 



we represent a lot of the installed renewables, 2 



gas-fired, people interested in storage, pretty 3 



much the whole gauntlet of technologies which 4 



puts me in trouble a lot of times, and also it's  5 



opportunities.   6 



  I would like to speak on three things, 7 



one about decision making, two, the approach to 8 



solutions, and then three, kind of a specific 9 



concern I have regarding the plan proposed that 10 



I've seen so far today.   11 



  First on decision making, I want to 12 



reiterate the comment that was made earlier about 13 



the need to act timely.  The plan speaks to a 14 



50/50 split between Preferred Resources and 15 



conventional resources; I actually think the 16 



issue is more aligned between uncommitted and 17 



committed resources.  A lot of the preferred 18 



resources are committed, the CHP, the renewables, 19 



and those, but a lot of them are uncommitted.  20 



And as a practical matter, many of those 21 



uncommitted Preferred Resources are kind of 22 



unproven, certainly on the scope and scale we're 23 



talking about.   24 



  The committed resources, particularly the 25 
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thermal, on the other hand, need time to develop 1 



over time, to build, to plan, to permit, and so 2 



forth.  And I just want to emphasize the need for 3 



moving now on moving on those conventional, those 4 



committed resources.  Conventional thermal 5 



provides capacity.  If it's not needed, it's not 6 



going to run.  The environmental impacts in that 7 



case are de minimus, but you have the security of 8 



knowing that you've got a resource that can be 9 



available if the uncommitted preferred resources 10 



don't emerge.  And I really urge you to think of 11 



it in that way.   12 



  Secondly, I'd like to talk about the 13 



approaches to the solution, and I think the plan 14 



speaks to the need for competition in moving 15 



forward in this, and we support that wholly.  16 



Robust competition in California over the last 10 17 



or 15 years have brought a tremendous amount of 18 



innovation and flexibility in resource 19 



procurement, resource selection, and so forth, 20 



and have helped the state achieve its least cost, 21 



best fit goals that we've been promulgating since 22 



around 2005 in the loading order.  And these 23 



resources tend to be viable when they come 24 



through a competitive process, IEP, among others, 25 
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have advocated for a number of years that the 1 



resources that get selected be viable, and that's 2 



critical when you're planning for 10 years in 3 



terms of the kinds of resources you're expecting 4 



to occur.  This has been a proven approach, it 5 



works, and we think it provides tremendous 6 



ratepayer value.   7 



  Now, the one thing that I did want to 8 



bring to your attention was a concern about the 9 



plan.  There is a proposal in the plan for a 10 



contingency permitting of land and the idea, as I 11 



understand it, Edison or San Diego would go out 12 



and permit a large area of land and make that 13 



available to independent power producers.  We 14 



have some significant concerns about this, as we 15 



understand it, 1) we're concerned about its 16 



viability, 2) we're concerned about the risk that 17 



that plan would delay the actual procurement that 18 



we want to see happen now.  My members are out in 19 



Southern California looking for places to permit 20 



and build projects now.  A lot of them are 21 



already permitted, they're ready to go.  We would 22 



not want to wait until that contingency plan is 23 



put in place, if it actually ever gets there.  So 24 



we have those concerns.   25 
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  And then, third and finally, we're not 1 



sure if this is a solution begging for a problem, 2 



or whatever, we don't know yet that there's a 3 



problem in terms of being able to find places for 4 



the appropriate resources.  We'd like to see a 5 



competitive procurement process implemented first 6 



before we engage in that contingency planning 7 



process.  Thank you.  8 



  CHAIRMAN WEISENMILLER:  Thank you.  9 



Sierra Club.  10 



  MR. PINGLE:  Good morning, all.  My name 11 



is Ray Pingle from Sierra Club California.  First 12 



of all, we'd really like to compliment the staff 13 



and all your agencies for this very well done 14 



collaborative effort.  I think the structure of 15 



the approach makes a lot of sense, it's very 16 



logical.  I also appreciate the sense of urgency 17 



expressed by many of you on wanting to move as 18 



quickly as possible, accelerate the progress, 19 



particularly on energy efficiency, Demand 20 



Response, and so on.   21 



  We've always supported transmission 22 



solutions that follow the Garamendi principles 23 



where they use existing right of ways, those kind 24 



of things, those all make a lot of sense.  And we 25 
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think it makes sense to have contingency backups 1 



because we do have to keep the lights on.   2 



  I would say the most important question 3 



we would ask is, why couldn't we make up any net 4 



generation required 100 percent with Preferred 5 



Resources, with renewables?  From 2008 until 6 



2012, so in just four years, the state increased 7 



its RPS by eight percent.  In the first quarterly 8 



report of the PUC to the Legislature, they 9 



forecasted that the state will add 3,500 10 



megawatts of renewable energy just in this one 11 



year alone.  Of course, that's statewide.  So 12 



what we would propose is that the agencies 13 



working with the utilities really make a full 14 



bore effort to see why can't we?  What would it 15 



take to do this?  What are the obstacles?  What 16 



are the programs that we could accelerate?  I 17 



mean, we could do residential PACE, we could 18 



expand the Commercial PACE program, we could look 19 



at tweaking the CSI, we could accelerate Smart 20 



Inverters with an adequate power factor.  We 21 



could provide financial incentives to target some 22 



of these things within this basin that's 23 



affected.  So that's really the most important 24 



thing -- as Mary Nichols said, you know, let's 25 
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try and squeeze as much carbon out of this.  We 1 



don't want to go backwards.  You know, we lost 2 



SONGS, and as you know the Sierra Club is not 3 



shedding too many tears over that, but we don't 4 



want to replace low carbon emissions with new 5 



carbon emissions, let's take advantage of this 6 



opportunity.  Thank you very much.  7 



  CHAIRMAN WEISENMILLER:  Thank you.  John 8 



Chillemi, NRG.   9 



  MR. CHILLEMI:  Good morning.  My name is 10 



John Chillemi and I'm the President of the West 11 



Region for NRG Energy, and I'm here on behalf of 12 



NRG and more specifically the Carlsbad Energy 13 



Center Project, a proposed new power plant to be 14 



located adjacent to the existing Encina Power 15 



Station.   16 



  I first wanted to state that we are fully 17 



supportive of the Draft Preliminary Reliability 18 



Plan from the CEC, CPUC, and CAISO regarding the 19 



need for new additional conventional generation 20 



resources to ensure grid reliability.  And while 21 



we agree that energy efficiency, Demand Response, 22 



and renewable resources are a very important part 23 



of the energy mix going forward, there still 24 



remains the need for sufficient conventional 25 
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resources to provide a balance which the draft 1 



report recognizes.   2 



  Since taking ownership of the Encina 3 



Power Station, NRG has traveled a long and 4 



complicated path toward a redevelopment.  After 5 



filing in 2007, the Carlsbad project received its 6 



license from the CEC in May of 2012, and the last 7 



of the appeals were dismissed October of 2012, 8 



rendering the decision final.   9 



  As currently configured, the Carlsbad 10 



project is a 550 megawatt combined cycle plant 11 



that is capable of being on line in 2017, which 12 



coincides with the OTC compliance date of the 13 



existing Encina Power Station.  The Carlsbad 14 



project provides both the benefits of fast start 15 



capability and combined cycle efficiency.  In 16 



fact, it would rely on the exact same generating 17 



facilities that just reached commercial 18 



operations at our El Segundo facility, which is 19 



bringing the same reliability benefits to the LA 20 



Basin that the Draft Report identifies are needed 21 



in San Diego.  22 



  The Carlsbad project will enable the 23 



retirement of the Encina Station, which is a 24 



preferred outcome.  And while we are proud of 25 
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Encina's ability to answer the call when needed, 1 



a 50-year-old plant is not the best solution for 2 



California's reliability plan going forward, and 3 



it should not be assumed to be on line 4 



indefinitely.   5 



  A new plant like Carlsbad not only offers 6 



better reliability, but also a more efficient, 7 



lower profile plant, with reduced emissions.  8 



NRG's plan to build the Carlsbad project 9 



accomplishes three critical objectives: first, it 10 



is more efficient and less polluting, second, it 11 



allows for the elimination of once-through 12 



cooling generation on schedule, and finally, it 13 



offers more reliable generation that is designed 14 



to integrate renewables.   15 



  Lastly, I would be remiss not to address 16 



another issue that has been directed toward the 17 



Carlsbad project in the past, namely the cost.  18 



NRG has competed in several recent utility RFOs 19 



and has been awarded contracts in these 20 



competitive solicitations where cost is the 21 



driving factor.  In fact, our Marsh Landing in El 22 



Segundo Plants that both came on line earlier 23 



this year are perfect examples of low cost 24 



facilities.  We are quite confident in our 25 
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ability to put forth a project in any future 1 



solicitation that is price competitive.   2 



  So in summary, the Carlsbad project is 3 



well positioned to address the operational 4 



challenges posed by the loss of SONGS, and the 5 



integration of renewables.  Carlsbad also allows 6 



for the timely retirement of once-through cool 7 



generation, all without the need for extensive 8 



and expensive new gas and transmission 9 



infrastructure.  Thank you.  10 



  CHAIRMAN WEISENMILLER:  Thank you.  Mark 11 



Nelson, Edison.  And, again, I certainly want to 12 



thank Edison and SDG&E for their hard work on the 13 



technical task force. 14 



  MR. NELSON:  Thank you very much and 15 



welcome to the members here today.  I guess I'm 16 



going to try to stop the alphabet soup for a 17 



second, as well.  Edison and San Diego and CAISO 18 



have filed in the Long Term Procurement Plan our 19 



view of needs and potential solutions for those 20 



needs.  And in the case of Edison, we've 21 



identified about 2,800 to 3,300 megawatts of need 22 



in our service territory as a result of load 23 



growth uncertainty, and the retirement of once-24 



through cooled plants.  So not to throw out yet 25 











    94 
 



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



 



another set of megawatt numbers, but there are a 1 



number of them.   2 



  It's really composed of three large 3 



blocks of solution.  One is the Mesa Lupin that 4 



several people have spoken to.  That allows us to 5 



move power around inside the basin more 6 



effectively.  It will probably defer the need for 7 



generation, or move it outside of the basin, so 8 



that's really the big advantage to that type of a 9 



project, and that project will be, or perhaps 10 



even has been submitted in the CAISO's 11 



transmission planning process that's going on 12 



now, so that would be a part of that process.   13 



  We've also looked at additional preferred 14 



resources recognizing that those preferred 15 



resources will need the sorts of operating 16 



characteristics that it takes to be counted for 17 



local capacity, so that really means we'll 18 



probably be looking at a different mix of 19 



resources than we have now.  Clearly, we'll be 20 



working with the CAISO in this case because, 21 



again, they need to make sure that they've got 22 



things, especially in Demand Response, that will 23 



meet the needs for planning purposes.   24 



  And then really the third component of 25 
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this, and Sylvia talked about it quite a bit, is 1 



the contingent generation, or contingent siting.  2 



The intent of the contingent siting is to have a 3 



relatively quick way to get new steel in the 4 



ground so that we can let preferred resources and 5 



the rest of the plan play out as long as it can 6 



before we need to pull the trigger.  So if things 7 



are either permitted, or -- again, as Sylvia 8 



described -- really quick to be permitted, so in 9 



that last sort of six month portion, we can have 10 



things that are available to put in to Request 11 



For Offers, RFOs, that would be able for third 12 



parties to come in and bid on.  At the same time, 13 



as part of our larger RFO process, we'll also be 14 



taking bids, as well, or looking at plans.  So, 15 



again, there's really a way for all different 16 



forms of solutions to come in here.   17 



  So what I'd like to say is I think that 18 



this report has a number of building blocks in it 19 



that we will take into the Long Term Procurement 20 



Plan into Track IV, we'll work with them there in 21 



the PUC process, we'll work with it as part of 22 



the CAISO's transmission planning process, and 23 



use that in order to get the public involved, get 24 



the rest of the constituent groups involved, and 25 
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look for solutions.  Thank you.  1 



  CHAIRMAN WEISENMILLER:  Thank you.  Is 2 



there anyone else in the room -- well, blue 3 



cards, please.  Blue cards.  Again, anyone else 4 



in the room, please fill out a blue card and 5 



we'll be happy to hear from you.   6 



  MS. MITCHELL:  Good morning.  I'm Cynthia 7 



Mitchell.  I'm Principal of Energy Economics, 8 



Inc.  Many of you associate my name with TURN, 9 



The Utility Reform Network, I've been their 10 



consultant on energy efficiency since 2000-2001, 11 



and continue on in that capacity.  I'm here 12 



today, though, not in that capacity, in my own 13 



role.  Kevin Woodruff is TURN's LTPP consultant.  14 



  So I do have a few brief comments and I 15 



wanted to note that the closing of the SONGS, 16 



once-through cooling, and even your greenhouse 17 



gas reduction targets are opportunities for more 18 



robust utility approach where energy efficiency 19 



is a utility resource, and this is no small 20 



matter given the 35-year regulatory approach to 21 



efficiency as a consumer resource, and a utility 22 



expensed cost.  Now, utilities invest capital in 23 



generation and transmission distribution 24 



efficiencies all the time.  Utility capital 25 
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investment in efficiency stops at the customer 1 



meter in that we leave it to the customer to do 2 



the heavy lifting with efficiency, supplemented 3 



by utility energy efficiency programs.  What this 4 



means is that utilities have little, if any, 5 



financial skin in the game, other than some sort 6 



of energy efficiency shareholder incentives.  And 7 



while the utilities are certainly receptive to 8 



this additional income, it has not created a 9 



structural change in the way the utilities make 10 



money, and rightfully cautious of being too 11 



successful with efficiency as to cause 12 



significant earnings erosion, California utility 13 



efficiency is more of a regulatory compliance 14 



function with the utilities an implementing 15 



partner with the CPUC on State policies.  And 16 



while California has accomplished a tremendous 17 



amount with government mandated efficiency 18 



policies, the time is right for a new business 19 



approach to efficiency in California.   20 



  In July of 2011, Commissioner Florio, 21 



when he was new to the Commission, suggested that 22 



we shift our energy efficiency paradigm to more 23 



closely parallel that used for generation 24 



procurement, and we've talked some about energy 25 
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efficiency Purchase Power Agreements as a 1 



possible regulatory construct to increase energy 2 



savings.  All said, though, EE PPAs modeled after 3 



capacity and energy PPAs still leave utilities 4 



with only an expensed product and there's no 5 



earnings contribution and possible earnings 6 



erosion.  Now, a variation of that worth 7 



considering would be one where utilities provide 8 



the invested capital and enter into a long term, 9 



say a 20-year contract, with the building owner 10 



to harvest efficiency on the customer side of the 11 



meter, and then, with the generally easier and 12 



cheaper access to capital, and a business model 13 



favoring long term capitalization, energy 14 



efficiency could then be a business asset that 15 



cycles efficiency savings into utility cash 16 



flows.  And at the recent hearing, the July 15th 17 



hearing in LA on the SONGS closure, Commissioner 18 



Florio captured the moment with his opening 19 



statement.  The closing of SONGS plus OTC 20 



retirements provide us with the challenge and an 21 



opportunity.  The challenge is to replace 22 



thousands of megawatts in the LA Basin, and the 23 



opportunity is to reshape the electric generation 24 



in California and the world.   25 
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  And I want to leave you with the rate 1 



compact for utilities attracted market capital to 2 



electrify the world, and it worked.  And we could 3 



use that same approach to now green the planet.  4 



Thank you.   5 



  CHAIRMAN WEISENMILLER:  Thank you.  6 



Sierra.  7 



  MR. MARTINEZ:  My name is Sierra Martinez 8 



and I'm the Legal Director for California Energy 9 



Projects at NRDC.  Thank you, staff, for working 10 



on this draft reliability plan.  I think it's 11 



very well thought out and a comprehensive 12 



overview of the challenges ahead of us.  And 13 



thank you for coordinating among your various 14 



agencies.   15 



  First off, we fully support the 16 



endorsement in this plan of the existing 17 



procurement processes that are ongoing.  We 18 



recommend that those come to their full fruition 19 



and their full information.  I would caution 20 



against a rush to judgment on authorizations of 21 



conventional resources.  These are long term 22 



investments that are going to last us long 23 



through our 2050 timeline to meeting our 24 



greenhouse gas goals.   25 
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  On the other hand, Preferred Resources 1 



actually help us reach those greenhouse gas 2 



goals.  Cost-effective Preferred Resources save 3 



customers money and alleviate the need for 4 



supply-side resources, therefore, we should 5 



proceed in an accelerated and aggressive manner 6 



to procure these resources.   7 



  In thinking about ramping up to meet 8 



these preferred resources, I want to highlight 9 



the unprecedented change that we are faced with 10 



today.  Commissioner Florio noted it before that 11 



this is a fundamental change to the electric 12 



system.  On the other hand, it's also a credible 13 



opportunity to empower local governments and 14 



communities with a new way forward, and we 15 



encourage efforts at the highest level of State 16 



Government to reach out to these local 17 



communities and inform them and educate them that 18 



there is an opportunity to invest in clean 19 



technologies in their homes and neighborhoods, 20 



instead of power plants in their neighborhoods.  21 



Thank you.  22 



  CHAIRMAN WEISENMILLER:  Thank you.  Let's 23 



go to the phone.   24 



  MS. RAITT:  Actually, we have four 25 
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comments on the WebEx.   1 



  CHAIRMAN WEISENMILLER: Okay, good.   2 



  MS. RAITT:  So the first one I'll read 3 



out loud is from Tam Hunt for Ed Randolph.  He 4 



wrote: "Can't solar with advance or smart meters 5 



meet voltage support needs?  There's a Rule 21 6 



working group looking at just this issue right 7 



now and early results are very promising."   8 



  MR. RANDOLPH:  The answer to that, and I 9 



alluded at it, almost definitely yes.  It's a 10 



timing issue, though.  And it's a standards 11 



issue, it's a national standards issue, it's a 12 



safety issue for folks working on the utility 13 



lines.  Within Rule 21, this is an issue.  I 14 



think more importantly there is a workshop 15 



process between the Energy Commission and the PUC 16 



looking at new standards going forward for the 17 



Smart Inverters, for solar, that would enable 18 



them to potentially provide Var support and other 19 



ancillary services to the grid.  And right now it 20 



becomes a timing issue.  The last thing we want 21 



to do is approve standards that create a safety 22 



problem down the road.  So we're working with 23 



IEEE and with UL to make sure that the standards 24 



are what's safe, and then from there we can move 25 
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forward.   1 



  MS. RAITT:  Thank you.  The next person 2 



on WebEx is Fran Inman.  Did you have a question 3 



or comment?  Go ahead, is this Fran?  4 



  MS. INMAN:  Can you hear me?  5 



  MS. RAITT:  Yes, I can.   6 



  MS. INMAN:  Okay, so the question -- I 7 



have been listening today, and thank you very 8 



much.  I think from the business perspective, 9 



reliability is just a key issue for all of us, 10 



and we've heard that brought up over and over 11 



this morning.  As you may know, we're major 12 



landlords in Southern California, for that 13 



matter, across the United States.  So we're a 65-14 



year-old company, so we do have skin in the game 15 



in getting it right in our region.  Like Dorothy 16 



Rothrock, I too have been learning today and hope 17 



that business can be part of the solution, but I 18 



really think that we need to be cautious with our 19 



off ramps and our triggers and our backstops 20 



because of the reliability and make sure that all 21 



of our analysis is comprehensive.  I was glad to 22 



hear Chairman Weisenmiller ask the question -- 23 



answer the question, I should say -- about the 24 



goods movement and really understanding the 24/7 25 
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nature of that impact on our California economy, 1 



and especially the Southern California economy.  2 



So we will provide written comments, but thank 3 



you for allowing me to comment today.  4 



  CHAIRMAN WEISENMILLER:  Thank you.  5 



  MS. RAITT:  Thank you.  Our next person 6 



on WebEx is David Zizmor.  David, did you have a 7 



question or a comment?   8 



  MR. ZIZMOR:  First off, I wanted to echo 9 



Jim Caldwell's concerns about the one in 10 peak 10 



load standard being significantly higher than 11 



previous standards, I think it really does 12 



deserve a much closer look than it's been given.  13 



But really, I just wanted to ask a question 14 



specifically to the ISO.  You mentioned the idea 15 



of a multi-year auction for Demand Response and 16 



energy efficiency.  As far as I'm aware, that's a 17 



new proposal, I certainly haven't seen it in any 18 



of the previous testimony.  I was wondering if 19 



there is a timeline for the development of that 20 



auction and whether there are any target numbers 21 



for the amount of megawatts this option intends, 22 



or hopes to procure.  23 



  MR. PETTINGIL:  Well, thank you for the 24 



question.  What I said in my comments was we feel 25 
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like we could develop the auction and potentially 1 



be able to run it next year in 2014.  In terms of 2 



the procurement targets, that would be a question 3 



that's still outstanding. And at this point, we 4 



were thinking, and my comment was, that it might 5 



be based on procurement authorizations that the 6 



PUC has already provided to Edison and San Diego.   7 



  COMMISSIONER MCALLISTER:  So this is 8 



Andrew McAllister.  So, Phil, would you be 9 



talking about sort of a number of megawatts or a 10 



percentage of procurement, or authorized 11 



procurement, or something along those lines?  12 



What might that metric look like?  13 



  MR. PETTINGILL:  I think, honestly, it's 14 



a number of megawatts, it's where we would have 15 



to think about doing this, but there's always 16 



tradeoffs in terms of what if prices came in at 17 



very competitive levels, you know, would it make 18 



sense to buy a little extra megawatts because 19 



they were competitive?  So one of the key issues 20 



in trying to design that market is how to clear 21 



it, at what price and what quantity?  But 22 



certainly we would be, I think, starting with a 23 



quantity that is consistent with procurement 24 



authorization.   25 
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  COMMISSIONER MCALLISTER:  Thanks.   1 



  MS. RAITT:  Thank you.  Our next person 2 



is -- I'm going to mispronounce this, excuse me, 3 



Puchkar Wagle.  And could you give your name and 4 



affiliation, please?  I'm sorry, Frank Lopez is 5 



next.    6 



  MR. LOPEZ:  Hi.  Frank Lopez from the 7 



L.A. Chamber of Commerce.  Thank you for the 8 



opportunity to ask this question.  I appreciate 9 



the multi-agency collaboration effort undertaken 10 



to ensure energy reliability in Southern 11 



California, but we'd like to know what policies 12 



or procedures this multi-agency collaboration 13 



will put in place to ensure energy affordability 14 



in our region, which is also a top concern for 15 



the business community here in Southern 16 



California.  17 



  MR. RANDOLPH:  That's kind of an open-18 



ended question.  I mean, I'll take it more as 19 



your point that that should be a prime goal in 20 



all of this, is to make sure that rates continue 21 



to see low and, more importantly, bills are 22 



continuing to see low.  And that is in the goals 23 



of the PUC as we continue to look at these 24 



things, you now, to hit the benefit of what's 25 
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cost-effective and what's the right balance, and 1 



I'll say within the Preferred Resources, most of 2 



those programs under our rules and guidelines 3 



which would continue is the programs we develop 4 



have to meet a cost-effectiveness test.   5 



  MS. RAITT:  All right, the next is 6 



Puchkar Wagle.  Your name and affiliation, 7 



please.  8 



  MR. WAGLE:  Yeah, I just have two brief 9 



comments to make.  One is, I found the 10 



presentation to be very informative and I will 11 



second the observation made by CEERT regarding 12 



slide 6 on the expected resource needs and 13 



potential solutions.  However, you know, it's 14 



quite confusing with the ISO's opening testimony, 15 



and Edison, and SDG&E's testimony on Track IV, 16 



and now with this Preliminary Reliability Plan to 17 



see how all the numbers match up.  So I believe 18 



it will be pretty useful for stakeholders to 19 



provide some sort of table that compares the 20 



Preferred Resources, that's energy efficiency, 21 



Storage, DR, CHP, and so on, in both of this, LA 22 



or the SDG&E, and ISO studies, as well as the 23 



CPUC and CEC's Preliminary Reliability Plan.  So 24 



that's one comment, it would be easier to see how 25 
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numbers match up, but if there are certain 1 



studies that need to be refreshed, then what are 2 



the changes, incremental changes?   3 



  And the second comment that I had was on 4 



slide 16, the ISO stated that they would first 5 



take a look at the need for appropriate level of 6 



transmission, and then it will be determined what 7 



level, additional level of generation resources, 8 



or types of resources that would be needed.  Now, 9 



shouldn't there be sort of an interpretive 10 



approach that performs a sort of economic 11 



assessment of combined costs of procuring that 12 



generation and transmission resources.  So I 13 



would like to ask the policy makers to be mindful 14 



in sort of the most economic way of meeting these 15 



needs, while meeting the policy goals.  I think 16 



that's the key, that when you -- you should need 17 



to take an integrated approach for meeting both 18 



generation and transmission needs.   19 



  CHAIRMAN WEISENMILLER:  Thank you.  We do 20 



need on the record your affiliation?  21 



  MR. WAGLE:  The Flynn Resource 22 



Consultants.   23 



  MS. RAITT:  Thank you.  We have one more 24 



from Ted Owen.  Please give us your name and 25 
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affiliation, and whether you have a question or a 1 



comment, please.  Are you there?  2 



  MR. OWEN:  Can you hear me?  3 



  MS. RAITT:  Now we can.   4 



  MR. OWEN:  My name is Ted Owen.  I'm the 5 



President --  6 



  CHAIRMAN WEISENMILLER:  If you're on a 7 



speakerphone, could you go off the speakerphone?  8 



We have a lot of interference.  9 



  MR. OWEN:  Yes.  How about that?  Is 10 



that better?  Is it okay?  11 



  MS. RAITT:  Yeah, but there's still a 12 



lot of interference.   13 



  CHAIRMAN WEISENMILLER:  Just go ahead, 14 



but certainly if you can, you know, just speak on 15 



a direct line, no speaker phone?  16 



  MR. OWEN:  I'm on a phone line, yeah.  17 



Okay?  18 



  COMMISSIONER MCALLISTER:  Yes, please go 19 



ahead.  Thanks.   20 



  MR. OWEN:  Okay, my name is Ted Owen and 21 



I'm the President and CEO of the Carlsbad Chamber 22 



of Commerce.  We're about the 10th largest 23 



Chamber of Commerce in California.  And I have a 24 



comment and then a question.  This chamber has 25 
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worked for 90 years to promote favorable business 1 



climates for our 1,600 businesses and 75,000 2 



employees in and around Carlsbad.  A reliable 3 



supply of electricity is a basic need of every 4 



business in our area.  We were reminded of the 5 



dependence of electricity during the black-out of 6 



September 8, 2011, and it had a profound impact 7 



on the local economy.  One local biotech company 8 



lost business as a result of that.  We had 9 



closely followed the CEC process for the Carlsbad 10 



Energy Center and supported its licensing, not 11 



only as an option for enhancing reliability, but 12 



also because it would provide an economic boost 13 



to the local economy, including six to seven 14 



million dollars in local tax revenue, it would 15 



create 500 construction jobs totaling over $50 16 



million in wages, and local spending on housing, 17 



food and other services needed to support the 18 



construction project.  We've been living 19 



precariously for 18 months and our members are 20 



now concerned about the potential for blackouts 21 



given the permanent closure of the San Onofre 22 



Nuclear Generating Station.  While transmission 23 



projects are helpful, they are vulnerable to 24 



wildfires like the one we experienced in October 25 
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2007.  We also know that the most renewable 1 



energy is dependent upon the sun shining and the 2 



wind blowing.  Natural gas fueled generation is 3 



therefore essential.  We would encourage you to 4 



consider natural gas-fired projects like the 5 



Carlsbad Energy Center to ensure that Carlsbad 6 



and neighboring communities will have a reliable 7 



source of electricity.  And I want to thank you 8 



for allowing me to present my thoughts today and 9 



I'm appreciative of the fact that we're having 10 



these meetings and discussing the many options.  11 



  CHAIRMAN WEISENMILLER:  Thank you.   12 



  MS. RAITT:  We have two more questions 13 



from WebEx.  The next is Stan Williams.  Please 14 



give your name and affiliation, please.   15 



  MR. WILLIAMS:  Yes, good morning.  This 16 



is Stan Williams with Poseidon Water, also 17 



calling from Carlsbad.  As you may already know, 18 



Poseidon Water is constructing the largest 19 



desalination plant in the Western Hemisphere, in 20 



partnership with the San Diego County Water 21 



Authority.  And this plant, which is located 22 



adjacent to the Encina Power Station in Carlsbad 23 



will provide up to 50 million gallons a day of 24 



drinking quality water.  The project will also 25 
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provide a local drought resistant supply of water 1 



to meet the water supply reliability needs of San 2 



Diego County, that's three million residents, and 3 



$86 billion annual economy.   4 



  And when this plant goes on line in 5 



2016, it will be a critical component of the 6 



regional water supply portfolio of the water 7 



authority, which currently imports over 80 8 



percent of its water from the Colorado River or 9 



Northern California.  Given the loss of San 10 



Onofre Nuclear Generating Station, we were also 11 



concerned about the reliability of the region's 12 



power supply.   13 



  The Carlsbad Desalination Plant is a 14 



significant consumer of electricity, requiring 15 



over 30 megawatts of power 24 hours a day to 16 



produce a continuous supply of drinking water.  17 



You know, as in the case with water reliability, 18 



we believe the solution to a reliable grid is a 19 



robust mix of power supplies that includes 20 



investments in local generation capabilities.  We 21 



have committed the Carlsbad Desalination Plant to 22 



be carbon neutral for the investment in demand 23 



reduction measures, onsite solar, use of recycled 24 



carbon dioxide in the water treatment process, 25 











    112 
 



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



 



and acquisition of carbon offset to State 1 



approved projects.  Water and power are among the 2 



most vital of our daily resources and we urge you 3 



to consider local generation to help ensure the 4 



reliability of both.  And thanks for the 5 



opportunity to comment.   6 



  CHAIRMAN WEISENMILLER:  Thank you.   7 



  MS. RAITT:  Thanks.  The next person on 8 



WebEx is Barbara Barkovich.  Could you give your 9 



--  10 



  CHAIRMAN WEISENMILLER:  Barkovich.  11 



  MS. RAITT:  Thank you.  Could you give 12 



your affiliation, please?  13 



  MS. BARKOVICH:  Thank you, Chairman 14 



Weisenmiller.  Barbara Barkovich from the 15 



California Large Energy Consumers Association.  I 16 



just have a question with respect to the ISO 17 



proposal to run a multi-year forward auction to 18 



procure energy efficiency and Demand Response.  I 19 



believe that Mr. Pettingil said that it would be 20 



potentially procuring resources that the PUC 21 



determined the utilities should procure and I'm 22 



trying to understand what the role of the ISO is 23 



if these are part of utility procurement plans.   24 



  MR. PETTINGIL:  Phil Pettingil.  25 
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Barbara, thanks for the question.  What we're 1 



just suggesting is that this is another market, 2 



another procurement opportunity.  The ISO, I 3 



think, as you are aware, is uniquely skilled at 4 



designing markets, running markets, and so what 5 



we're suggesting is this is a way to create a new 6 



marketplace to help with the procurement of 7 



preferred resources, and also was trying to point 8 



out that, you know, it would run as an 9 



augmentation just in parallel with the 10 



procurement authorizations that are coming 11 



through the PUC.   12 



  MS. BARKOVICH:  So if it's running in 13 



parallel, to follow-up, does that mean that it 14 



would be in addition to the utility procurement?  15 



  MR. BERBERICH:  Let me -- Barbara, this 16 



is --  17 



  MS. BARKOVICH:  I'm just asking for 18 



clarification, though.  19 



  MR. BERBERICH:  Sure.  This is Steve 20 



Berberich.  What we'd envision happening, we've 21 



already identified that there is need, the Public 22 



Utilities Commission would identify -- let's use 23 



an example of 500 megawatts of demand resources 24 



or energy efficiency that they wanted to acquire.  25 
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We could then run a clearing market that would 1 



pick it up in a competitive transparent way, so 2 



everybody could see the pricing, and you'd get it 3 



at the lowest cost possible.  So it would be an 4 



interplay between the PUC and the ISO.  I also 5 



want to point out, there are clearly -- this is 6 



an idea at this point -- we haven't gotten the 7 



details of this at all ironed out, but we think 8 



it is a way to get these quicker because we 9 



already have the market infrastructures in place, 10 



we could probably stand it up pretty quickly if 11 



we were just doing an auction, particularly if we 12 



were doing a one-time auction to procure these 13 



resources.  So that's the idea that we're 14 



thinking about and, Barbara, that's how it would 15 



work.   16 



  MS. BARKOVICH:  I see.  And that will be 17 



the subject of the stakeholder process the 18 



morning of September 18th?  19 



  MR. BERBERICH:  No.  I believe -- is 20 



that correct, Phil?  I believe that's probably 21 



the reliability -- I forget what we call that 22 



thing.  23 



  MS. BARKOVICH:  Oh, I see, so this is 24 



separate from that?  25 











    115 
 



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



 



  MR. BERBERICH:  Yes, I believe that's 1 



right.  2 



  MR. PETTINGIL:  Yeah, Barbara.  We 3 



haven't started the stakeholder process that 4 



would design this yet.   5 



  MS. BARKOVICH:  Okay, thank you very 6 



much.  7 



  MR. PETTINGIL:  Thank you.  8 



  MS. RAITT:  The next person is Barbara 9 



George.  10 



  MS. GEORGE:  Hi.  Can you hear me?  11 



  MS. RAITT:  Yes, thank you.  12 



  MS. GEORGE:  Thanks.  This is Barbara 13 



George.  I'm with Women's Energy Matters.  And 14 



WEM is a party in the Long Term Procurement Plan 15 



at the CPUC, as well as the SONGS investigation.  16 



And I wanted to thank you for beginning a public 17 



process for replacing SONGS.  I look forward to 18 



hearing more about that.   19 



  Two and a half years ago in the 20 



procurement proceeding, two months after 21 



Fukushima, WEN recommended an expedited public 22 



process for procuring 100 percent Preferred 23 



Resources to replace both San Onofre and Diablo 24 



Canyon, just in case they shut down unexpectedly.  25 
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When San Onofre did shutdown, and I'm sorry to 1 



say that the planning process of San Onofre took 2 



place almost entirely in the back room, and for 3 



the last one and a half years since the outage, 4 



we've had about 98 percent dirty energy for 5 



replacing SONGS plus some transmission.  The 6 



current plan is only 50 percent preferred 7 



resources.  I think we really need to do better 8 



than that because the claims the nuclear folks 9 



who is the bearer of 100 percent GHG free, which 10 



isn't true, if you count the rest of the fuel 11 



cycle; but anyway, that's what they claim.  The 12 



Long Term Procurement Proceeding finally starting 13 



taking up this issue last week, but we did file 14 



comments in a number of proceedings and we went 15 



to your public meetings and asked for a public 16 



process to identify 100 percent GHG-free 17 



resources.  There was public comment today about 18 



ways to provide grid support with the Preferred 19 



Resources, and there are many more, targeted 20 



energy efficiency and Demand Response, for 21 



example, is in a less or even eliminated 22 



transmission constraint, but they can't do it in 23 



your context of embedding energy efficiency, 24 



Demand Response, and rooftop solar, in the Demand 25 
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Forecast.  It makes it almost impossible to 1 



target those resources in any particular place.  2 



But the most significant problem is that they 3 



need a chance to bid.  The SEC testified in 4 



hearings just last month that they held no 5 



solicitations in 2012 for replacement resources 6 



for SONGS, so there was no opportunity for anyone 7 



to bid, even though they probably wouldn't have 8 



allowed Preferred Resources to bid in their 9 



solicitations anyway.  Unfortunately, the use of 10 



Huntington Beach Units owned by SCE's affiliate, 11 



Edison Energy, is frankly illegal.  The failure 12 



to follow the loading order for the replacement 13 



resource also violates laws and decisions, 14 



including the decision that was made and 15 



finalized in February 2012, which specifically 16 



orders utilities to look for additional energy 17 



efficiency.  So I want to see that at the top of 18 



the loading order, at the top of your agenda as 19 



we go forward, and I look forward to Preferred 20 



Resources having a fair chance to demonstrate 21 



what they can do.  A twenty-eight percent price 22 



hike resulted from the process in the backroom 23 



office that happened last --  24 



  COMMISSIONER MCALLISTER:  Barbara, if 25 
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you could submit some written comments, that 1 



would be great.  And appreciate your comments.  2 



  MS. GEORGE:  Thanks.  3 



  COMMISSIONER MCALLISTER:  Thanks.   4 



  MS. RAITT:  That concludes the folks on 5 



WebEx.  So next we'll move on to people on the p 6 



phone lines and ask you each to -- if you're on 7 



the phone lines, to mute your line, unless you 8 



wanted to speak.  So please mute your lines and 9 



then we'll go ahead and open them up and see if 10 



anyone has comments or questions.   11 



  CHAIRMAN WEISENMILLER:  I'm afraid you 12 



have to mute your lines, otherwise the chaos is 13 



not going to work.   14 



  MS. RAITT:  I'm sorry, we have a lot of 15 



people on the phone line.  We're having trouble 16 



hearing you.  17 



  COMMISSIONER MCALLISTER:  Everyone who 18 



is on the phone, if you could mute your phone 19 



line and I'm -- we're trying to figure out how 20 



they can let us know that they want to speak so 21 



we can unmute them appropriately.   22 



  CHAIRMAN WEISENMILLER:  Remind people, 23 



when are written comments due?  24 



  MS. RAITT:  September 23rd.  25 
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  CHAIRMAN WEISENMILLER:  So submit 1 



written comments, then for this docket, the 2 



Energy Commission docket, and do we have any 3 



chance of sorting out the phone lines, otherwise 4 



I think we'll have to move on.   5 



  MS. RAITT:  So if there are folks that 6 



wanted to make comments, there's a slide up on 7 



the WebEx right now providing the information 8 



about how to do it.  It's also on the Public 9 



Notice that's posted on the website.  We do 10 



request comments by September 23rd.   11 



  COMMISSIONER MCALLISTER:  I think we 12 



need the IEPR staff to let us know if there's a 13 



solution here for the phone lines.   14 



  MS. RAITT:  There might be one speaker, 15 



if you could just be patient for another moment.  16 



Thank you for your patience, I don't think we 17 



have anyone who is going to speak from the phone 18 



lines.   19 



  CHAIRMAN WEISENMILLER:  Thank you.  I 20 



wanted to thank everyone for their participation 21 



and see if anyone on the dais has closing 22 



comments.   23 



  MS. MARCUS:  I just want to thank you 24 



for the education and more acronyms than we use 25 
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in water, but also mention something I forgot 1 



this morning, that another part of what we've 2 



been doing is a statewide advisory committee on 3 



cooling water intake systems, which we do call 4 



STACCWES, which could end up in the panoply of 5 



ones I've heard today, so I want to encourage 6 



people to keep engaging with that.  And again, 7 



thank you for including us early and often in all 8 



these dialogues as we move forward.  There are 9 



definitely challenges, but there are huge 10 



opportunities ahead.  11 



  CHAIRMAN WEISENMILLER:  Yeah.  So, 12 



Steve, I had asked if anyone on the dais had sort 13 



of closing comments.   14 



  MR. BERBERICH:  A couple, thank you, 15 



Chairman.  I think we all need to make sure we 16 



have this plan in proper perspective because, 17 



while there are great ideas in this plan, for 18 



instance, the auction versus transmission lines, 19 



they're all going to have to be vetted in due 20 



course, as well as the procurement of renewable 21 



resources, energy efficiency, Demand Response, 22 



and conventional generation.  Those will have to 23 



be done in due course, that will take place at 24 



the California Public Utilities Commission.  I 25 
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would encourage everybody to be included in that 1 



process as we go through this.  I can say, 2 



though, that we do need to move pretty quickly on 3 



this.  The risks in Southern California are 4 



fairly high.  Right now, particularly as you get 5 



fires, that area is particularly susceptible to 6 



fires, and with much of the load being served 7 



with long transmission lines, that becomes a 8 



bigger issue.  So we'll move quickly, the 9 



collaboration that we've had on this committee, 10 



for lack of a better term, has been amazing.  The 11 



groups work together very closely, and we 12 



certainly appreciate the disparate groups that 13 



have been involved in this.  Thank you, Mr. 14 



Chairman.   15 



  MS. NICHOLS:  Perhaps I'll just 16 



reiterate what Barry said at the outset, which is 17 



that there is a commitment on the part of the 18 



environmental agencies to work with the energy 19 



agencies going forward, to implement these ideas.  20 



We take this situation seriously and we think the 21 



plan has given us a good basis to move forward 22 



and to find ways that we can innovate also.  23 



Thank you.  24 



  MR. PEEVEY:  I just want to make clear 25 











    122 
 



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



 



what I said at the start again.  And there's two 1 



pieces here.  In the first place, this is a staff 2 



plan, and so we have been very clear about this, 3 



this is not a Commissioner plan, it's -- many 4 



aspects may be very attractive to Commissioners, 5 



but it's a staff plan.  Secondly, one has to 6 



distinguish between a staff plan that we've heard 7 



articulated here, and a wish list.  And the wish 8 



list includes an auction, and the wish list 9 



includes some of the things that were said 10 



regarding transmission.  That is the ISO's hope, 11 



that is maybe endorsed by all the staff, but it's 12 



not quite the same as the more detailed planning 13 



that's gone into San Onofre in the short 14 



intermediate term.  The other is a longer term 15 



thing.  And the two have been comingled to some 16 



extent here today, and for those in the audience 17 



and listening in, they may be a little confused 18 



about that regard, so I just wanted to clarify 19 



that point.   20 



  MR. WALLERSTEIN:  I also just wanted to 21 



again thank the Energy agencies for the early 22 



inclusion of the South Coast District, and I'd 23 



like to say in my personal viewpoint how 24 



remarkable it is where we are today when you just 25 
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started on this kind of crisis of the moment 1 



potentially a few months ago, and how very 2 



different it is than the last power crisis that 3 



we had in Southern California in 2001.  And I 4 



think it speaks loads about where the energy 5 



agencies are today and where the Administration 6 



is today, and I think it lays a very solid 7 



foundation for California's future.   8 



  COMMISSIONER FLORIO:  I just wanted to 9 



note that we will be taking up many of these same 10 



issues in Track IV of the Long Term Procurement 11 



Plan Proceeding that's already underway at the 12 



PUC and I expect to see many of you in that 13 



context.  So the conversation continues.  14 



  COMMISSIONER MCALLISTER:  I think the 15 



80, between here and San Francisco is going to be 16 



a lot of traffic on it that we're going to 17 



generate here in the next few months.  I wanted 18 



to just again thank everyone for coming, for 19 



Steve for reminding us that we have to actually 20 



obey the laws of physics, as well, that's always 21 



a nice reminder.  And I'm extremely hopeful, I 22 



really think there's a lot of interesting things 23 



going on in all these different areas, energy 24 



efficiency in particular, Demand Response, I 25 
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really enjoyed the discussion today and it was an 1 



outside the box, a little bit, discussion which I 2 



think is kind of exactly what we need to do.  At 3 



the same time, it's really nice to see that all 4 



of these disparate constraints are in fact adding 5 



up to putting some boundaries around the paths 6 



that we need to travel down, so I think we're 7 



getting clearer at each step here of what more or 8 



less and what general direction the path is 9 



taking us as a whole.  And I think we have a lot 10 



of excellent staff at the various agencies on 11 



this, helping us think about this, and as we move 12 



through to define the right opportunities and 13 



flush them out, and bring them to our respective 14 



Commissions and bodies, we're going to be making 15 



decisions on the right things.  And I think 16 



that's really -- just that intentionality, I 17 



think, is very good and heartening and very 18 



positive to see developing.  So I'm happy that we 19 



can host this iteration of the discussion.  I 20 



think this discussion actually is very helpful 21 



for the IEPR itself, as well as the various 22 



proceedings here with the PUC and our continuing 23 



work with the ISO, and the ARB, and the Water 24 



Board, and South Coast.  So thanks again, 25 
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everyone, for coming and I'll pass the final word 1 



to Chair Weisenmiller.    2 



  CHAIRMAN WEISENMILLER:  Yeah.  I again 3 



want to thank everyone.  I think certainly one of 4 



the hallmarks of the Peevey presidency, Nichols' 5 



Chair, and my time here as Chair, has been that 6 



we have a very collaborative approach to these 7 



issues, that having said that, it's a very big 8 



challenge we're looking at.  I always remember 9 



when Steve and I did the legislative briefing and 10 



the reserve margin for this summer under worst 11 



case conditions was one in 10, which certainly as 12 



long as I've been doing this, which is many 13 



decades, that is the classic way one does 14 



planning in the utility system was under four 15 



percent.  Now, obviously this is a combination of 16 



weather, outages and imports, but there's no time 17 



for complacency on this, and certainly the 18 



message I've gotten from the Governor is we will 19 



not replay the movie of the early 2000's in terms 20 



of the energy system.  We will -- that's why 21 



we're really driving on for reliability here, and 22 



again, we're talking -- if you look at this in 23 



terms of projects that we need to put in place, 24 



Preferred, Conventional, Transmission, we're 25 
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talking billions of dollars, really, of 1 



investments that we need to make.  And those 2 



investments really transform our grid power 3 



system in Southern California in lots of great 4 



ways, but we really will continue to need to work 5 



together very closely to make sure that those 6 



pieces go in place in a timely fashion.  But the 7 



bottom line, it's no time for complacency, 8 



certainly when you look at climate change that 9 



we're dealing with, when you look at what's going 10 



on to our planet now, in many respects, our 11 



weather is on steroids.  So I'm not that 12 



comfortable that one in 10 in classic mode is the 13 



weather patterns we're going to be seeing going 14 



forward.  So again, the bottom line is that this 15 



is a phenomenal opportunity, it's a phenomenal 16 



challenge, and you're going to see a lot more of 17 



all of us up on the dais working together to just 18 



confront the challenge.  So again, thanks very 19 



much for being here and looking forward to your 20 



written comments.   21 



  COMMISSIONER MCALLISTER:  I think we're 22 



adjourned.  Thanks.  [Applause]  23 



  (Thereupon, the Workshop was adjourned at  24 



11:37 a.m.) 25 
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    P R O C E E D I N G S 1 



AUGUST 19, 2013                             9:49 A.M. 2 



  [Meeting already in progress] 3 



  MR. VIDAVER:  I fiddled with the prices a 4 



bit to reduce the impact of a spike in each 5 



series, and not all months of the year exhibited 6 



such shifts.  But here we can see a shift in the 7 



value of energy from mid-day to early evening 8 



hours with implications for time of use rates and 9 



the relative value of efficiency programs and 10 



standards.   11 



  Increased reliance on intermittent 12 



generation resources has had a dramatic effect on 13 



electricity planning.  Deterministic scenario-14 



based modeling using hourly data has been 15 



replaced by stochastic analysis and much shorter 16 



time steps, and requiring an understanding of the 17 



site specific relationships between weather and 18 



solar and wind output.  Simulated data for a 19 



limited number of weather years is being used for 20 



modeling purposes.  We are only now beginning to 21 



produce enough real data to assess the accuracy 22 



of the generation profiles that we use.   23 



  The impact of intermittency on operations 24 



is well known, higher reserves, and the need for 25 
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additional flexible capacity subject to dispatch 1 



by the Balancing Authority, improved forecasting, 2 



shorter scheduling time steps, and market 3 



regionalization are all being used to deal with 4 



this need in the near term.  The targeted energy 5 



efficiency, the provision of ramping services by 6 



loads, and inter-hour storage will be needed in 7 



quantity through 2030 if we are to address 8 



intermittency in a fashion that minimizes 9 



greenhouse gas emissions.   10 



  This, too, is well known: the Public 11 



Utilities Commission's Energy Efficiency Demand 12 



Response and Storage Proceedings are testimony to 13 



the State's efforts in this regard.  14 



  One of the more significant uncertainties 15 



through 2030 will be load growth and energy 16 



efficiency savings.  Using the Energy Commission 17 



Draft 2013 Forecast Scenarios, and combining them 18 



with different achievable energy efficiency 19 



scenarios from the preceding IEPR, then 20 



extrapolating them out to 2030, one can see how 21 



demand might grow.  These are crude and unvetted 22 



estimates of growth and they're intended solely 23 



for illustration, so don't take them too 24 



seriously.   25 
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  But a linear extrapolation of growth 1 



might not be a reasonable assumption; higher 2 



prices in outer years may encourage more energy 3 



efficiency and customer side of the meter solar.  4 



Zero Net Energy homes, not a factor in the 5 



current planning horizon, have the potential to 6 



increase rooftop solar by 3,000 megawatts over 7 



the 2020's on new homes, alone.  Accelerating EV 8 



deployment and climate change will result in 9 



increased consumption.   10 



  As importantly, improving communications 11 



technology and time of use rates will reshape 12 



load profiles.  Supply uncertainties include two 13 



major potential retirements that are also related 14 



to those resources that will reduce the need for 15 



gas-fired generation.  These uncertainties become 16 



all the more salient if we increase our reliance 17 



on renewable energy in the 2020s.   18 



  This graph turns those low growth trends 19 



into incremental renewable energy requirements.  20 



If the RPS is raised for 2030, 26 terawatt hours, 21 



it doesn't sound like much given our recent 22 



progress.  Fifty-four terawatt hours over 10 23 



years would be roughly equal to our planned 24 



procurement this decade.   25 
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  This table indicates a contribution of 1 



renewable technologies to an increase of 26 2 



terawatt hours.  The capacity factors may not be 3 



to your liking, but the point is the desire to 4 



propose solar additions in the 2020s may consist 5 



of 5,000 megawatts on each side of the meter, if 6 



not more.  The potential implications of this for 7 



complimentary resource needs should surely be 8 



investigated.  9 



  And finally, we return full circle.  A 10 



panel discussion this afternoon will hopefully 11 



bring forth initial thoughts regarding these 12 



questions.  We welcome their being addressed in 13 



written comments, as well.  That concludes my 14 



presentation and, after questions, I'll turn this 15 



over to people far smarter than I.  Thank you.  16 



  CHAIRMAN WEISENMILLER:  I guess the one I 17 



have, David, is what sort of range are you seeing 18 



here for ZEV in the mix between hydrogen and 19 



electricity out to 2030, if you got into that, 20 



really?  21 



  MR. VIDAVER:  One of our presenters today 22 



is going to hopefully discuss that issue, 23 



Christopher Yang from the U.C. Davis Institute of 24 



Transportation is going to present that.  I 25 
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personally don't have any information to provide 1 



to you.  2 



  CHAIRMAN WEISENMILLER:  Okay, that's 3 



fine.  Thank you.   4 



  MS. KOROSEC:  Thank you, David.  Our next 5 



speaker is going to be Shucheng Liu from the 6 



California ISO.   7 



  MR. LIU:  Chairman, Commissioners, and 8 



everybody, thank you for the opportunity to talk 9 



about the ISO's view of meeting the challenge of 10 



integrated high level of renewable energy into 11 



the system.   12 



  California is the lead of the country in 13 



renewable integration.  The renewable generation 14 



brings now clean energy to the customers and 15 



reduced emissions.  At the same time, it proposes 16 



a challenge for the ISO to operate the system 17 



reliably with such a high level of renewable 18 



energy.   19 



  The challenge comes from the 20 



intermittency of renewable energy.  My 21 



presentation today focuses on the resource 22 



solution to address the challenge.  And Lorenzo 23 



Kristov will talk about the role of transmission 24 



planning in the afternoon.   25 
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  As you all know, California is on track 1 



to meet the 33 percent renewable portfolio 2 



standard by 2020 or sooner.  To get ready for 3 



that, the ISO and the PUC are working together to 4 



develop the tools needed to maintain reliability.   5 



  One of the tools is the flexible resource 6 



adequacy requirement.  Currently, load serving 7 



entities are required to procure capacity up to 8 



115 percent over their peak load.  And besides 9 



that, there is no requirement about how much the 10 



resource can do in terms of flexibility or 11 



ramping.   12 



  ISO and the PUC haven't developed their 13 



requirement.  To add another submission to our 14 



requirement.  So besides the capacity you need to 15 



prove that you have 115 percent capacity.  The 16 



capacity has to be able to meet certain ramping 17 



requirements.  The standard we say that is for 18 



the monthly maximum 3R continuous ramping 19 



requirements in the ISO net load, so that 20 



requirement is located to the lowest serving 21 



entities.  That requirement now has to get 22 



approved by the CPUC and it will be in place for 23 



the 2015 showing, so that means next year when 24 



the low server entities go out to procure 25 
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capacity to meet the RA requirement, the 1 



flexibility requirement will be enforced.   2 



  And the next one we are working on is the 3 



multi-year forward procured RA resource.  The 4 



purpose of this requirement is to ensure that 5 



there is a steady economic incentive for the 6 



investment and for the existing resource.  We are 7 



looking at the RA obligation going out three 8 



years, so that the resource or the investor can 9 



see the coming capacity revenue from the contract   10 



could be awarded for the RA requirement.  And 11 



from year 4 to year 9 or 10, we are trying to put 12 



together non-binding reliability assessment; 13 



basically, that's how much RA capacity we might 14 



need and what type of capacity, and non-binding 15 



is more directional so that it can help the 16 



investment decisions.   17 



  The ISO is conducting the Long Term 18 



Procurement Plan for the CPUC proceeding.  In 19 



this study, we are looking out 10 years, we are 20 



looking at the year 2022 and we are determining 21 



what additional capacity and how much is needed.  22 



And it will also help to see to determine what 23 



will be the different -- the combination of the 24 



resources that will be needed, and it helps the 25 
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PUC in deciding the procurement ruling.   1 



  The current ISO market, we also have the 2 



flexible capacity product in force.  ISO tried to 3 



reserve certain portions of on line flexible 4 



capacity, both upward and downward in the market, 5 



in order to be used in the real-time market.  6 



This is one of the measures that, whenever we 7 



have expected changes from a renewable 8 



generation, we should have enough flexible 9 



resource to meet together the changes.   10 



  In the renewable integration, flexibility 11 



of capacity is key.  With flexible capacity, you 12 



can use it to meet energy ramp from one hour to 13 



the next.  You can use it to follow the loads 14 



within an hour, and those changes come 15 



constantly, and we have to be able to follow that 16 



load upward or downward, within each other.  And 17 



also flexible capacity is needed to provide 18 



optimum reserve regulation, spinning, non-19 



spinning.  Those are critical to maintain the 20 



reliability of the system.  And also, flexible 21 



capacity provides support for frequency and the 22 



voltage.   23 



  Lastly, and this has been talked about a 24 



lot recently, is over-generation (ph) issue.  25 
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With renewable, we see quite different ramping 1 



than there used to be, and a lot of times we may 2 



see over-generation.  And we have to be able to 3 



mitigate or absorb over-generation, so flexible 4 



capacity is important solution for that.   5 



  So if you look at the chart, this chart 6 



comes from our 2012 LTTP, now trying to study 7 



(ph).  We pick up this data (ph) in the spring 8 



because this is the day we see the highest 9 



export.  But if you look at the chart, it doesn't 10 



really surprise us that much if you look at load 11 



shape, the low peaks are in the evening.  12 



However, if you look at the renewable generation, 13 



you see the renewable generation picks up quickly 14 



with sunrise, and there is maximum in the middle 15 



of the day, and it goes down quickly in the 16 



evening.  And in the evening and in the early 17 



morning, that's mostly from wind and other type 18 



of renewables such as geothermal and the biogas 19 



biomass.  However, if you take out the import, so 20 



this is the most important part and we don't pay 21 



as much attention as we should have, the import 22 



here plays very critical role in the evening 23 



ramping.  The simulation is based on assumption 24 



that all the balancing service area are 25 
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dispatched jointly, optimally.  That's way beyond 1 



what ISO is working on the energy and balance 2 



market.  So in this study, we assume that all the 3 



resource could be dispatched, whenever needed, if 4 



it is possible to help the generation in 5 



California and in the ISO.  And if we don't have 6 



so much import available, if you look in the 7 



evening hours, there is almost 10,000 megawatts 8 



ramping in about two to three hours.  And at the 9 



bottom is the non-renewable generation.  During 10 



the day, it stays pretty low to basically 11 



maintain the base load and the flexibility 12 



because this chart shows only the energy and it 13 



does not show the flexible capacity with reserve 14 



for ancillary service and for load following.  15 



Therefore, those resources are not only just 16 



meeting the baseload, they are also standby for 17 



the intermittence.  And if we don't have imports 18 



to help in the evening, then the nonrenewable 19 



generation has to be dispatched much higher than 20 



the chart shows in order to meet the evening run.   21 



  Then, what does that mean during the day?  22 



During the day when the sun comes out and there's 23 



renewable, solar generation ramps us up, we have 24 



a lot of energy that we don't need.  We cannot 25 
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use it.  And we have to export to somebody, or we 1 



have to curtail renewable, which is not something 2 



we would like to do.  Or we have to deal with 3 



over-generation.   4 



  So this chart, if you combine the import 5 



part with the bottom part, with the nonrenewable 6 



generation, you can see the huge ramp. That's 7 



just a chart like David showed a few minutes ago.  8 



It's a huge ramp in the evening, it's not like it 9 



used to be the big ramp in the morning time; 10 



instead, the evening is much more a challenging 11 



time for us.   12 



  So how we can address those issues.  One 13 



area is diversification of renewable generation.  14 



Diversification, we're talking about the 15 



technology-wise and also location.  This table at 16 



the 33 percent is a base scenario of the 2012 17 



LTPP study for 2022.  This is assumptions the 18 



CPUC provided and we use energy as double 19 



capacity because there are some capacity numbers 20 



we need to verify, so we can use the capacity.  21 



But if you look here, you can see we have a very 22 



large number of wind, and we have a very small 23 



number of solar thermal.  So between wind and 24 



solar, it's better to strike a balance because 25 
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the wind in California mostly comes in the early 1 



morning and the evening, and during the day, wind 2 



generation ramps down, but the solar comes up.  3 



And considering the different season of our load 4 



shape and if we have a balanced combination 5 



between solar and wind, would make the operation 6 



much easier.  And also between solar thermal and 7 



the solar PV, specifically solar thermal as 8 



storage, that makes the resource much more useful 9 



because the solar thermal with storage, you 10 



cannot only shift energy to the time that you 11 



need it; for example, like the chart shows that.  12 



If you can store a portion of energy in the 13 



middle of the day and use it in the evening, that 14 



can help quite a bit on the evening ramping time.  15 



And also, solar thermal with storage can provide 16 



ancillary service much more useful than with 17 



other storage.  And also, in-state and out-state, 18 



as you all know, the weather changes from 19 



location to location, and the one location where 20 



you have a strong wind, and another location you 21 



might not have as much wind, and also in the 22 



eastern side of the WECC and the sun comes out 23 



sooner than the west side, but it goes down 24 



earlier than the west side, therefore, when you 25 
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have it spread out, the solar generation 1 



resources, you can see much smoother generation 2 



profiles than all the resources built at a 3 



centralized location.   4 



  Then, what about the resources -- we are 5 



talking about all the type of resources, so the 6 



right mix of resources is much more effective.  7 



And the resources we are talking about is not 8 



just conventional resources, we are talking about 9 



all the demand side resources, too.  For the 10 



flexible resources with fast start-up time and 11 



the ramp capability is most helpful because those 12 



type of resources, if it is a fast start, for 13 



example, like a gas turbine type of resource, 14 



they don't have to be on long, they can standby 15 



off line and when needed can be ramped up and 16 



they start to ramp quickly.  And also, for the 17 



Demand Response resource, including Electric 18 



Vehicle here.  In the study we did for the AB 19 



1318, we did one scenario evaluating the 20 



effectiveness of Demand Response.  Demand 21 



Response is very effective in terms of it 22 



addresses a need, even though Demand Response 23 



itself at this time does not have the capability 24 



to be ramped up or to provide spinning or 25 
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regulation type of service, but it can respond 1 



quickly.  So the key for Demand Response is 2 



availability and the response time because some 3 



program probably requires certain lead time in 4 



order to be deployed.  But that lead time may be 5 



critical for the system operation because Demand 6 



Response, most of the time, is used to respond to 7 



the expected situation.  And if we have to wait 8 



for several hours in order for the resource to 9 



respond, that might miss the window.   10 



  And storage.  Storage here covers all 11 



type of storage -- battery, solar thermal with 12 



storage and pump storage, like I mentioned 13 



earlier, that the storage is critical for the 14 



next solar thermal, makes solar thermal much more 15 



effective.  And for pump storage, pump storage 16 



has a much bigger volume that can store and move 17 



energy more effectively and also the hydro 18 



turbine associated with the pump storage can run 19 



pretty fast and get started really fast.  And the 20 



battery in the ISO market we develop program for 21 



the battery, even though those days of battery 22 



storage is very small volume.  But we made the 23 



battery capable of providing regulation service, 24 



which is very important to us because a battery 25 
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can respond quickly, and the challenge is about 1 



the volume.   2 



  And lastly is about the renewable 3 



generation.  So if we can make the renewable 4 



generation dispatchable, that would be a lot more 5 



effective because, as you see, the challenge must 6 



come from intermittence of the renewable 7 



generation.  If we can control in a certain way 8 



like some technological people are talking about, 9 



you know, wind generation, also solar thermal 10 



with storage, those are the dispatchable, and 11 



some entities are talking about maybe with a 12 



certain level of curtailment of the renewable 13 



generation.  But that would be a much more 14 



preferred on the dispatched, maybe on the side, 15 



who are talking about the wind generation and the 16 



solar thermal with storage.   17 



  Regional coordination -- so this is the 18 



area ISO is working on right now on the energy 19 



imbalance market, and also FERC Order 764 also 20 



raises more dynamic scheduling, but we are 21 



looking at more expanded capacity in those areas.  22 



And also, the new areas of reserve sharing.  23 



Currently each area (ph) has to carry their 24 



reserve by themselves, and if we can share 25 
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reserve in the broader region, across balancing 1 



authority area, we can make use of reserve much 2 



more effective.  And there is the more dynamic 3 



scheduling and real-time joint dispatch.  We can 4 



use more flexible capacity from out of state to 5 



support the operation of us, and at the same time 6 



we can also support the operation of other 7 



balancing authority areas.  And the over-8 



generation mitigation, the chart shows that.  If 9 



we have more renewable, and we don't have as much 10 



regional coordination, and we don't have as much 11 



import to rely on, then we have to dispatch much 12 



higher of the renewable generation, and then we 13 



see much larger volume of export that needs to be 14 



taken by somebody.  And if we don't have the 15 



coordination between the balancing authority 16 



areas, the ISO has to be able to find a way to 17 



absorb it by itself, or to curtail renewable, 18 



otherwise our reliability will be S rated (ph).  19 



Of course, everybody understands that there is 20 



broader coordination, so energy cost will go 21 



down, it's not only just because the resource 22 



provides energy, somewhere else it will be 23 



cheaper for some certain hours of the day, 24 



certain days of the year than the California 25 
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resource.  If we can bring those energy in, then 1 



we can reduce the cost.  And also, for the build-2 



out and the sun, if each balancing authority area 3 



is to build the resources themselves, there could 4 



be over-build.  And if we have a coordination, we 5 



can reduce the cost.  So that's all my 6 



presentation today.  Thank you.  7 



  COMMISSIONER MCALLISTER:  Okay, thank you 8 



very much.  I really appreciate your being here 9 



to represent the ISO and participate in the 10 



discussion.  Just on your last slide, I had a 11 



question.  Could you describe a little bit more 12 



in depth what dynamic scheduling looks like, sort 13 



of in practice, how the operators at the ISO or 14 



elsewhere interact with the marketplace in that 15 



dynamic way?  16 



  MR. LIU:  First of all, the FERC Order 17 



764, most of us import and export schedules are 18 



hourly, so that means it's fixed within the hour.  19 



And it can be changed only from one hour to the 20 



next hour, so the system changes, like I say, 21 



constantly and continuously during the hour.  And 22 



if something happens and we don't have enough 23 



resources to respond, then we cannot rely on the 24 



off-site resource to help us because it's a fixed 25 
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schedule of the hour, and the FERC Order 764 1 



allows us to change the hourly schedule for most 2 



part of our schedule down to the 15 minutes 3 



schedule.  So that means the schedule can be 4 



changed every 15 minutes.  And if the off-site 5 



resource is a renewable, it can be changed even 6 



in the five-minute interval.   7 



  COMMISSIONER MCALLISTER:  So do you then 8 



have a non -- do you have outside resources kind 9 



of on hold, you know, waiting for your call?  Or 10 



are these typically sort of modifications of your 11 



existing resources, up or down?  12 



  MR. LIU:  This will change the inter-13 



resource dispatch because inter-resource 14 



(indiscernible) dispatch is in five-minute 15 



interval, so if we can bring an external 16 



flexibility, then we can change internal dispatch 17 



accordingly.  18 



  COMMISSIONER MCALLISTER:  Okay, I think 19 



that makes sense.  Thanks.   20 



  MS. KOROSEC:  Our next speaker will be 21 



Tim Tutt from SMUD.  22 



  MR. TUTT:  Good morning.  Thanks for 23 



inviting me here today to speak on this topic.  24 



SMUD is very interested in this topic and you 25 
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guys know about SMUD, so I'm not going to go into 1 



a lot of detail on these background slides, but 2 



we do have a publicly elected seven member 3 



governing board, which is responsible to our 4 



customer owners.  And that Board has adopted some 5 



very significant and aggressive goals in relation 6 



to this topic that relate to what we're doing to 7 



try to prepare to get there.   8 



  In particular, SMUD has a goal that the 9 



Board adopted to achieve 90 percent reduction in 10 



our GHG emissions by 2050, and we have companion 11 



goals of 33 percent renewables by 2020 and 15 12 



percent energy savings that will help us move 13 



along the path to get there.   14 



  SMUD historically has done well in 15 



renewable procurement.  We've grown steadily over 16 



the last 10 years and have moved from just a 17 



third in the state to among the five large 18 



utilities to first.  And today, our last year, 19 



our renewable portfolio is balanced with a 20 



variety of resources, biomass and biogas, 21 



biomethane, wind, solar, small hydro, and we're 22 



about 24 percent of our retail sales.  We do 23 



believe that a portfolio is useful looking at 24 



resource potential in the future, it may not be 25 
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easy to maintain that portfolio.  1 



  And here is where we get to our projected 2 



resource mix through 2050, and right now about 50 3 



percent of our resources are from conventional 4 



and natural gas-fired power plant resources.  In 5 



order to achieve our Board's 2050 goal, we're 6 



going to have to reduce that to less than 10 7 



percent in some fashion.  And that's the yellow 8 



bar at the bottom.  Now, assuming that we keep 9 



our hydro resources and our 33 percent RPS in 10 



2020, and keep that level through 2050, and 11 



assuming we get our energy efficiency savings off 12 



the top, the light green bar at the top, there 13 



still remains an energy gap that we will have to 14 



fill with some kind of zero GHG emission 15 



resources in order to achieve our Board's goal.  16 



And it would be best, of course, for purposes of 17 



system reliability to have some portion of those 18 



resources dispatchable in some fashion.  So 19 



that's one of the things we're looking at.  We're 20 



looking at either having additional biomethane 21 



that can be used in those conventional plants at 22 



the bottom and provide some dispatchable 23 



reliability services, or providing ways to manage 24 



the other zero GHG emissions resources that we 25 
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expect to procure in the future.  1 



  If there was a 50 percent RPS that uses 2 



up or helps with some of that energy gap, SMUD 3 



does not think it's the right time to adopt a 50 4 



percent RPS.  We think there's still questions 5 



about how the system can reliably operate at that 6 



level of renewables, it has to be answered, and 7 



we're doing research to do that.  But just 8 



hypothetically, if one was adopted, we still have 9 



an energy gap to achieve our own Board goals 10 



beyond that.   11 



  So one of the things we've looked at is a 12 



high variable renewable scenario case for 2030, 13 



and this is a scenario where we get to a 50 14 



percent RPS by 2030 using a lot of wind and solar 15 



variable renewable resources.  Our wind here 16 



nearly doubles from our current amount to 500 17 



megawatts, and the solar that we would be 18 



procuring increases by about 10 times to 1,700 19 



megawatts of solar.  And we know the solar 20 



resource potential and the cost reduction 21 



potential for solar implies that there might be 22 



strong growth in that resource for most post-2020 23 



scenarios, but the point now with that is to 24 



figure out how to keep the system reliable and 25 
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flexible.  I think flexibility is the word of the 1 



day here.   2 



  Just to give you an example of some of 3 



the research that we're going that shows the 4 



variation of particularly the solar resource, we 5 



installed solar installation monitors in a grid 6 



around our network, 74 squares, so that we can 7 



monitor how the geographic variability just in 8 



our service territory can help mitigate 9 



potentially some of this solar variation.  And 10 



the graph that you see here shows on one day, 11 



November 8, 2012, the significant variation in 12 



the grey among each of those points, but you can 13 



also see that when you look at the red line, that 14 



variation is kind of mitigated by the geographic 15 



diversity, should we have solar installed on each 16 



of these grids.  Now, it doesn't help entirely 17 



because on this particular day a huge cloud came 18 



over in mid-afternoon and completely took the 19 



solar production away, way over to the entire 20 



service territory pretty much.  And if we had 21 



that 1,700 megawatts of solar that we talked 22 



about on the previous slide on line with this 23 



kind of circumstance, that would be about a 500 24 



megawatt ramp of new resources that we'd need to 25 
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make up that difference as the solar disappears.   1 



  You can also see in the yellow lines that 2 



forecasting models are not yet quite at the level 3 



where they could predict that huge drop in the 4 



afternoon.  They're getting better and some of 5 



them can get close, but we're still not quite 6 



there with solar forecasting models to know that 7 



we're going to have this kind of an issue.   8 



  Now, many of you may have seen this 9 



particular video before, it's a couple years old, 10 



but I just wanted -- well, I could show it again, 11 



but it apparently is not going to work.  You've 12 



seen it before, it shows the significant 13 



variation across the service territory going up 14 



and down as the day progresses and, you know, it 15 



was a quite variable day, one of the most 16 



variable days we've had, it's a very striking 17 



video when you see it.  But it also shows that, 18 



if you can aggregate or if there is distributed 19 



solar around those areas, some of that variation 20 



is mitigated as you have that diversity of 21 



resource.   22 



  Now here is our 100 megawatts of feed-in 23 



tariffs that we've had installed in the last 24 



couple years, and you'd think that with 100 25 
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megawatts of feed-in tariff we'd have some 1 



diversity, and we do, a little, but you might 2 



notice that about 80 megawatts of that feed-in 3 



tariff down here in that yellow circle on the 4 



bottom and another resource that is close, is 5 



fairly tightly geographically located, it's not 6 



adversely located across our service territory at 7 



this point in time.  So that can lead to issues 8 



like this because of that tight geographic 9 



diversity within our feed-in tariff, of systems 10 



on line, there was a day, April 15, 2013, where 11 



we had a ramp of 40 megawatts in 10 minutes and 12 



60 megawatts in 40 minutes from that actual 13 



generation, and that's a ramp that's, you know, 14 



SMUD is a 3,300 megawatt system, it's something 15 



that's significant for us to understand and try 16 



to deal with.  This was, in fact, the worst ramp 17 



day that I think we saw -- for two reasons: 1) 18 



obviously the degree of the ramp, but also 19 



because it was tax day.   20 



  Another example -- this is one of our 21 



feed-in tariff systems on a distribution feeder, 22 



a three megawatt system, it's on a 12 kV feeder 23 



and it potentially provides 100 percent of the 24 



minimum daytime load on that circuit.  The 25 
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voltage is regulated, of course, from the 1 



substation, but again on April 15th, the five-2 



second data shows on that feeder the significant 3 



ramping up and down of that system within 30 4 



seconds, multiple times during the day.  Now, 5 



this is an issue that we'll have to deal with on 6 



a feeder basis, rather than on a system-wide 7 



basis, and so that raises the importance of 8 



having some of this flexibility and some of this 9 



control further down into the system.   10 



  So SMUD is looking at all of these grid 11 



impacts and mitigation alternatives, system 12 



effects and policies, and we're doing a lot of 13 



research on this.  In addition to procurement and 14 



setting goals, we're doing a lot of research, 15 



trying to understand how we can actually get 16 



there.  So we're developing better forecasting 17 



models, examining the effects as I've showed you, 18 



of geographic location, examining communications 19 



between PV inverters and our system to allow 20 



monitoring and possibly control, doing a lot of 21 



research on storage at the house, neighborhood, 22 



and system level, with electric vehicles, to look 23 



at managed charging, vehicle to home, vehicle to 24 



grid.  We have done a project where we've taken 25 
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en Electric Vehicle charger and tried to 1 



understand whether or not it actually would work 2 



with our signals from our distribution system on 3 



our Smart Grid, and it did.  We've done Demand 4 



Response pilots, and we're setting goals for 5 



Demand Response, and we have a strategic flexible 6 



IC Engine Pilot to provide system support in a 7 



more conventional way.   8 



  So we're doing all of that and we think 9 



probably the most important integration issue is, 10 



of course, solar or a PV, and so we've developed 11 



a PV Integration Roadmap structure where we've 12 



looked at, as I said, characterization of the 13 



grid impacts, characterization of potential 14 



mitigation issues or solutions and how that works 15 



with our customers on a SMUD policy basis.  And 16 



our vision for this is that our smart 17 



transmission and distribution system will be 18 



capable of integrating growing penetration in the 19 



photovoltaics while maintaining the high system 20 



reliability and operational flexibility with 21 



minimum grid integration costs.  So we're trying 22 



to achieve that with a substantial amount of 23 



photovoltaics that we expect to have on our 24 



system and growing in the future.   25 
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  This is an example of some of the 1 



questions that we're asking from 2013 to 2015 in 2 



this research plan.  For example, at what 3 



penetrations do new distribution voltage 4 



regulation approaches need to be implemented?  5 



We're looking at all these questions.  Here's 6 



another, these are mitigation issues that we're 7 



talking about, and there's a variety of them from 8 



storage to load control to advance inverters, 9 



grid design and operation, forecasting: Can 10 



Demand Response, Electric Vehicles, or thermal 11 



storage be effectively controlled to address PV 12 



variability impacts on voltage?  We're asking all 13 



these questions and we're developing research 14 



projects to try to answer them and get to a point 15 



where we can manage this in the system.   16 



  So again, here are some of the questions 17 



about how we can make this work:  How will PV 18 



costs reaching grid parity impact our strategy 19 



and our customer programs, our interconnection 20 



costs, grid planning, rate recovery?  All of 21 



that.  We see changes in this technology that are 22 



fairly disruptive to the industry, frankly.   23 



  We also have developed an integrated 24 



transmission and distribution modeling tool, and 25 
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this hasn't happened before at SMUD, maybe it has 1 



at other utilities, but we're integrating 2 



transmission and distribution planning into a 3 



single model, and that enables systematic 4 



evaluation of impacts from high penetration of 5 



photovoltaics, which is expected in part to be 6 



distributed high penetration of electric 7 



vehicles, which we're seeing in our service 8 



territory, and understanding the impacts of those 9 



at the distribution level.  And the most 10 



important part of this is that it allows for the 11 



transmission planners to optimize where best to 12 



maybe incent the location of PVs and Demand 13 



Response and Electric Vehicle to actually use 14 



that distributed resource and load as something 15 



that the system can react to and use.  It's going 16 



to be on line this year for a future analysis for 17 



a year or so as to how this works.  18 



  We've also looked at the issue of, as was 19 



mentioned earlier, controlling this distributed 20 



resource, a smart grid communications with an 21 



advanced inverter demo.  So here we were able to 22 



look at this inverter and try to understand 23 



clearly from the smart grid information what the 24 



solar resource was producing at that time, and 25 
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whether we can control the impact or the amount 1 



of that solar resource through our smart grid.   2 



  One of the advantages of this approach is 3 



that it builds upon the communication network 4 



that we've already built in our service territory 5 



with our smart meters and our smart grid, so that 6 



we're able to have perhaps a low cost management 7 



solution for the resource that is not currently 8 



dispatchable.  Of course, one of the 9 



disadvantages is that solar, as has been 10 



mentioned, we don't want to necessarily curtail 11 



it, it's a zero marginal cost resource, and so 12 



when you curtail it, that has an impact.  We 13 



would prefer to perhaps manage that resource, to 14 



dispatch it through storage, rather than 15 



curtailment.  It's kind of like nature blesses us 16 



sometimes with too much water in our hydro system 17 



to reliably make power from, and we have to spill 18 



some of that water over the dam.  We never want 19 



to do that, we want to use that resource.  Now, 20 



hydro comes complete with storage, solar does not 21 



at this point, but that's perhaps the goal that 22 



we shoot for is to try to understand how we take 23 



this zero marginal cost resource, add it to 24 



storage, and then have a similar situation where 25 
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we try to avoid curtailing it as much as 1 



possible.  2 



  This is just an example of our storage 3 



portfolio.  We're doing everything from 4 



compressed air storage research to -- you 5 



probably have heard of our Iowa Hill pumped 6 



storage project, it's a hydro project that we're 7 



potentially going to build up in our Upper 8 



American River project, a variety of different 9 



levels of storage at distribution levels, system 10 



level, and household level, different 11 



technologies, trying to understand which of these 12 



storage technologies and solutions is going to 13 



rise to the top and provide us with the ability 14 



to manage our growing renewable resources.   15 



  And then this, lastly, is just a more 16 



system-wide thing of the duck curve revisited, 17 



you've seen a picture of this already today, and 18 



probably every presentation about energy in 19 



California has this curve in the last five or six 20 



months, or longer.  And you can see the familiar 21 



shape of the net load in 2013 and the net load in 22 



2020, and what I've done is just looked at a 23 



hypothetical example of including something maybe 24 



like smart workplace EV charging in this picture.  25 
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Now, I mean, the Governor has a goal in his EV 1 



plan of 1.5 million Zero Emission Vehicles by 2 



2025, and if we're substantially along the path 3 



to that goal in 2020 in the Electric Vehicles, 4 



and if they can be plugged in in the morning when 5 



people drive in to work, that amount of energy 6 



can mitigate some of that morning ramp, and if 7 



those vehicles then are charged enough when 8 



people drive home that they can allow them not to 9 



be plugged in right away, instead of adding to 10 



the evening peak, they can perhaps be used to 11 



reduce the evening peak.  So this is just one 12 



example of how you might handle something like 13 



this.  I mean, I'm sure everyone is looking at 14 



these.  We either have to manage the intermittent 15 



resources through storage, or curtailment, or we 16 



have to manage the load that we're seeing, or all 17 



three, in order to provide the best solution for 18 



California as we go to 2030 and beyond.  Thank 19 



you.   20 



  COMMISSIONER MCALLISTER:  Thanks, Tim.  21 



Good stuff.  You can always count on SMUD to set 22 



a nice example.  Your last slide there had some 23 



really good examples of things you're doing and I 24 



guess, do you have a more detailed update on the 25 











    36 
 



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



 



smart homes or the community scale and the home 1 



scale storage systems that you're working on in 2 



that project?  3 



  MR. TUTT:  Yes, Commissioner McAllister, 4 



there are appendix slides that I didn't feel like 5 



I had time to go into today --  6 



  COMMISSIONER MCALLISTER:  Oh, okay, 7 



great. 8 



  MR. TUTT:  -- that have some degree of 9 



information about those projects.  And if you're 10 



really interested, I'm probably not the guy to 11 



ask about them, but I can certainly guide you to 12 



the right people at SMUD.  13 



  COMMISSIONER MCALLISTER:  Yeah, great.  14 



Thanks very much.  15 



  CHAIRMAN WEISENMILLER:  Yeah, I've got a 16 



couple questions.  The first one is, what's the 17 



role of time of use rates or rate design in terms 18 



of trying to deal with the emerging system 19 



realities?  20 



  MR. TUTT:  Well, certainly time of use 21 



rates, I think, are going to be useful in 22 



convincing customers, inducing or incenting 23 



customers to shift load to times where it's 24 



better managed by the system.  Now, with the 25 
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changes in generation profiles and variable 1 



resources, it's not entirely clear exactly when 2 



those are, too far in the future.  But if we can 3 



have a time of use rate structure that adapts to 4 



how that is changing, I think that will help to 5 



manage load and bring load to the right place.  6 



Rate structure is interesting, I think that 7 



customers are going to see energy efficiency as 8 



fairly cost-effective, and solar is increasingly 9 



cost-effective.  And the question is going to be 10 



how to manage the impact on other customers of 11 



certain customers taking up those investments on 12 



their own.  Certainly, that's an issue that needs 13 



to be addressed and SMUD is attempting to address 14 



that issue in a way that's fair to all of our 15 



customers.  So I think it's useful as an example, 16 



and California needs to look at the whole rate 17 



structure issue, in addition.  18 



  CHAIRMAN WEISENMILLER:  Okay.  The other 19 



thing is, given the narrow or small slice of your 20 



footprint, it would seem like one of the other 21 



tools would be looking at the energy imbalance 22 



markets.   23 



  MR. TUTT:  It's possible that that would 24 



be another tool to help mitigate some of the 25 
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variation of the intermittent resources.  SMUD 1 



doesn't have a -- is not opposed to exploring an 2 



energy imbalance market in the West, as long as 3 



it doesn't turn into an RTO that affects the way 4 



the system is currently managed at SMUD and 5 



around the West, in more than just having an 6 



energy imbalance market in place.   7 



  CHAIRMAN WEISENMILLER:  Yeah, actually 8 



our last IEPR called for studies of an energy 9 



imbalance market throughout California, along 10 



with looking at the West.   11 



  MR. TUTT:  Yeah, and I believe that SMUD 12 



is looking at that in combination with some of 13 



our fellow utilities in the Northwest, we have 14 



been examining that and, as I said, not opposed 15 



if the benefits are there and it doesn't turn 16 



into an RTO.   17 



  COMMISSIONER MCALLISTER:  Thanks, Tim.  18 



  CHAIRMAN WEISENMILLER:  Thanks.  19 



  MS. KOROSEC:  Our next speaker is Mike 20 



Webster from LADWP.  21 



  MR. WEBSTER:  Good morning.  My name is 22 



Mike Webster and I wanted to thank SMUD for a 23 



nice low load day today, it's very pleasant, so 24 



we appreciate you planning that for us.   25 
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  So my background is I am responsible for 1 



our 20-year Integrated Resource Planning process, 2 



renewables procurement and generation -- 3 



conventional generation procurement.  And prior 4 



to that experience, I was responsible for really 5 



our wholesale operations, matching load to 6 



resource on a real-time basis, and started that 7 



in 1996 and had all the fun of going through the 8 



energy market for 10 years.   9 



  So what I'd like to do is really give you 10 



some background.  I think it's important to just 11 



form a basis of what LA is doing moving forward, 12 



but then I'd like to focus a little bit on the 13 



policy elements.  Now, my concern about a 14 



Powerpoint presentation, and typically I don't 15 



really like these, is that it makes things seem 16 



simple, and it's not simple; execution is really 17 



key as we move forward.   18 



  So for LADWP, we have to replace 70 19 



percent of our system over the next 15 years, a 20 



system that took 100 years to build.  That is a 21 



significant undertaking from a capital, 22 



engineering, resource perspective, and of course 23 



we're doing it through a variety of ways.  Now, 24 



the transformation for LA can be summarized in 25 
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five different areas, one is 33 percent 1 



renewables, that's a given, we have the challenge 2 



of eliminating coal from our portfolio, some very 3 



very large projects, for example, the Navajo 4 



Power Plant, as well as the Intermountain Power 5 



Project over the course of our Integrated 6 



Resource Plan, and we have to do it in such a way 7 



that we do it in a balanced approach.  And I'll 8 



get to that in a second.  9 



  We also have the eliminate once-through 10 



cooling, so our coastal power plants are 11 



absolutely critical to managing our transmission 12 



grid, so we need our coastal power plant.  So we 13 



need to get off ocean water cooling, that's for 14 



us, that's our once-through cooling, there's 15 



ocean water cooling, and we're doing so in a very 16 



planned way.  And we are currently at 10 percent 17 



energy efficiency which is a fourth cornerstone 18 



of our transformation and we're looking at ways, 19 



can we make that higher than 10 percent?  And 20 



we're going through a maximum potential study 21 



that's ongoing right now, and by the end of the 22 



year we hope to know more whether we can push 23 



that and beyond.   24 



  And then for us, we also have to keep 25 
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mindful that we have a very very old transmission 1 



and distribution infrastructure, and we have to 2 



make sure we plan the capital so we can replace 3 



that infrastructure, so that we don't have 4 



transformers blowing and overloading circuits, 5 



etc., because our system is relatively old.  Now, 6 



this is really to show that we can't take one 7 



item and just plug it in, it all has to be 8 



integrated to work together, so as we look at 9 



renewables, we want to do it in such a way that, 10 



when we change out our once-through cooling, can 11 



we do it such that we integrate renewables more 12 



effectively.  Or, if we eliminate coal, how can 13 



we do it with renewables, gas-fired generation, 14 



energy efficiency, and pull all of that together.  15 



For us, every single bolt on of a strategy must 16 



be integrated in the whole.  Now, this is the 17 



right group, this is a planning group, we all 18 



understand that, but there are other policy 19 



makers that don't quite understand that, when you 20 



just say, "Well, we're going to do distributed 21 



generation," that it really has to be integrated 22 



into the whole, and we have to really plan the 23 



whole system to be able to respond to that.  And 24 



then a concrete example, for example, our Navajo 25 
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Generating Station, which we are targeting to 1 



replace by 2015, the first thing we're going to 2 



do is energy efficiency, let's deploy energy 3 



efficiency and then wrap around that the 4 



renewables, and then lastly, then we add the 5 



combined cycle generation to supplement that.   6 



So, again, it's trying to bring all the 7 



portfolios together.   8 



  In our future, our Integrated Resource 9 



Plan shows no coal on the left, more coal on the 10 



left, and then no coal on the right, you'll see 11 



the energy efficiency, maybe we can grow that pie 12 



a bit; renewables, we'll talk about from a policy 13 



perspective, and then quite a bit of natural gas.  14 



So that is really our future.  Now, the results 15 



is that we're going to have a 60 percent 16 



reduction in greenhouse gas emissions from 1990 17 



level, just doing what we've already planned to 18 



do, moving forward over the course -- and we do a 19 



20-year Integrated Resource Plan, so we go out to 20 



2032, we'll do 2033 this year, etc.   21 



  So the only reason I put this slide up is 22 



to really say that, if we're going to start 23 



looking at increased levels of renewables, we 24 



need to be able to also have quick start units 25 
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that come on line in the right pace.  This is our 1 



quick start unit strategy and it is the tightest 2 



possible strategy for us to replace our 3 



conventional boilers with new gas turbines, with 4 



new combined cycle, because it supports our 5 



transmission grid, we kind of liken this to -- 6 



it's like changing the engine on a 747 while it's 7 



still flying; we cannot just take out units and 8 



just put a new unit in again, we actually have to 9 



build a unit, get it operational, take the next 10 



unit out, and do that sequentially.  So this is 11 



the tightest possible schedule we can deploy to 12 



get our quick start units operating and you'll 13 



see the plan really takes us all the way up 14 



through about 2029.   15 



  And so then, diving down a little bit 16 



into renewables, and I'll try not to blind anyone 17 



with this, but our initial deployment has been 18 



wind, but our future you'll see quite a bit of 19 



solar starting to develop, we just started our 20 



solar procurement, we have construction starting 21 



on a 250 megawatt plant, we have construction 22 



starting on a 200 megawatt plant, those are just 23 



now starting to be built as we move forward, but 24 



we see solar, especially local solar, really 25 











    44 
 



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



 



being our growth in the 33 percent, and then we 1 



are looking at geothermal, we have a couple of 2 



contracts that we've signed, we're looking at 3 



developing some land for geothermal, and so we do 4 



see geothermal growing in the future.  And then 5 



you see our energy efficiency as it grows.  So 6 



this is our strategy in our current Integrated 7 



Resource Plan.   8 



  So what we wanted to do is show you just 9 



L.A.'s perspective.  You've seen SMUD's 10 



perspective, you've seen CAISO's perspective, as 11 



we look at the future and 33 percent, now, some 12 



people see a cute mallard in there, I don't.  We 13 



haven't named this animal yet, but this is the 14 



beast that we're really trying to manage, and so 15 



here on an April day, this is the solar and the 16 



over-penetration of solar that we're going to 17 



have to need to dispatch that, or do something 18 



with that energy.  So for us, it's those March, 19 



April, early June time periods where increased 20 



levels of solar really creates challenges for our 21 



system, and at the same time we also have to have 22 



the capacity to back up the transmission grid, so 23 



we can't just shut off all of our conventional 24 



generation which has rotating mass and inertia 25 
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moving forward.  1 



  So some of the policy elements that we 2 



think need to be addressed: I think it's a given 3 



that nimble gas and hydro generation is going to 4 



be really important for the future.  You've heard 5 



this before, Demand Response programs, but these 6 



are the Demand Response programs where you can 7 



really use it for regulation.  So the technology 8 



needs to be deployed, the contracting process 9 



needs to be deployed and, quite frankly, how do 10 



you integrate all that into your grid operations 11 



when you could have thousands of customers 12 



working with you so that you can actually manage 13 



that and integrate renewables and have that quick 14 



response to implement those variable energy 15 



resources.   16 



  We think that storage is a great idea.  17 



The key for us, though, is it's got to be utility 18 



scale, it's got to be proven that it will 19 



actually work, and it really needs to be cost-20 



effective.  Maybe it's better to back off the 21 



solar for a few days a year, it really depends on 22 



what the cost/breakeven response is.   23 



  And then, lastly, we think that Electric 24 



Vehicles are going to have a significant impact 25 
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on our system.  Now, the conventional thinking is 1 



Electric Vehicles, they're going to be charged at 2 



night, again, flatten that load curve.  And we're 3 



starting to see, well, how can Electric Vehicles 4 



actually be promoted to help with some of the 5 



integration?  So, for example, during those April 6 



days, could we put energy on sale and say, 7 



"Please come charge your electric vehicle during 8 



peak on Sunday, please absorb it for us?"  And is 9 



there a way to elicit that sort of response from 10 



customers where they actually kind of see what's 11 



projected in some of the pricing?   12 



  We need the ability to control the 13 



variable energy resources.  That's been talked 14 



about a lot, our output and ramp.  But we also 15 



have to make sure that we can control it such 16 



that we can handle voltage regulation and some of 17 



the frequency, and we also recognize that we're 18 



moving towards more and more distributed 19 



generation, you know, literally thousands now of 20 



power plants locally.  So how do you bring the 21 



information of thousands of power plants in the 22 



grid operations, have them make decisions, and 23 



then control those power plants to control the 24 



voltage, that control the frequency, and to 25 
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control the ramp, and the loads?  The 1 



significance of that challenge should not be 2 



understated, it will be significant.  Grid 3 



operators today have a huge challenge integrating 4 



the systems they have, whether it's CAISO or 5 



LADWP, so we need to think through those 6 



information technology requirements and build 7 



that for the future.   8 



  We are becoming more concerned as we look 9 



at our studies about the voltage stability of the 10 



high voltage transmission system.  We are 11 



starting to see that, with more penetration of 12 



wind and solar, is that the voltage control 13 



because there's not the rotating mass behind it, 14 



pushing the energy through, it's going to become 15 



much more challenging in the future.  So as we 16 



eliminate our coal plants, that's pretty 17 



significant in how we're going to manage that in 18 



the future.  So I think that a focus on the 19 



transmission grid and transmission stability will 20 



be critical.  And then, also on the distribution 21 



grid, is how is, you know, when we have overcast 22 



days, locally, and that overcast starts to break 23 



up, when we're starting to get this solar change, 24 



it's going to create voltage instability on the 25 
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distribution grid, so how can we use Demand 1 



Response in relation to other technologies to 2 



integrate that even from a dispatched 3 



perspective.  4 



  So going forward, we would like to see 5 



much more flexibility and diversity in the 6 



renewables portfolio.  I think California set out 7 



a pretty clear standard, California Bucket 1, a 8 



little bit of out of California, Bucket 2, and 9 



then Bucket 3.  But we think moving forward for 10 



increased renewables, we're going to need more 11 



in-state biogas and more out-of-state biogas, so 12 



we can use biogas to fuel those quick start units 13 



to back up wind and solar.   14 



  We also think that, if we're going to go 15 



to higher levels of renewables, we really need to 16 



look seriously at out-of-state resources.  17 



There's some tremendous resources out-of-state 18 



for wind, especially.  And so those are the types 19 



of things we need to consider as a policy before 20 



we set higher levels, and then the real focus 21 



needs to be on what gives us the greatest 22 



greenhouse gas reductions moving forward.  23 



Another policy element is that we really need to 24 



look at the rate impacts, and so for us, is that 25 
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the rate impacts are really starting to look at 1 



not just the extra cost of the renewables, but 2 



it's the renewables and everything else that it 3 



takes to actually integrate those in the system, 4 



the dispatch, the control systems, grid 5 



operations.  And I think that is very important 6 



to inform any policy discussions moving forward.  7 



And whatever we do with renewables, I think, 8 



needs to be balanced with other types of 9 



greenhouse gas emission reductions because there 10 



may be more cost-effective reductions out there 11 



besides just increased renewables.   12 



  And then, lastly, we really need better 13 



predictive technologies.  We need the ability -- 14 



and I think Tim went over this a little bit -- is 15 



that the ability to track cloud movement, know 16 



how quickly that cloud is going to hit our solar 17 



facilities, to see the size of that cloud, and 18 



measure that impact, because if we can just get a 19 



10-minute lead time and take corrective actions, 20 



we can dispatch our system to be ready for those 21 



fluctuations in the system.  So a lot of research 22 



needs to be done here in real-time weather 23 



forecasting.   24 



  And so three last thoughts, one is we are 25 
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doing a lot, and we need to learn about the 1 



impact of what we're already doing, that's 2 



critical.  I think SMUD shared some information 3 



and we'd love to learn more about what SMUD is 4 



doing and what CAISO is doing, but as a utility 5 



industry, we really need to understand the 6 



impacts of what we already have.  Then, we think 7 



that the industry really needs to work together 8 



on targeted studies to say "this element is 9 



critical," so, for example, whether it's 10 



transmission stability, or distribution voltage, 11 



or whatever those studies are, we need to really 12 



look at those studies before we inform policy.  13 



And lastly, we really want to make sure that what 14 



we're doing is we're meeting greenhouse gas 15 



emission reduction goals in the most logical, 16 



cost-effective strategy moving forward.   17 



  And I only show this slide, this last 18 



slide, so that if anyone is interested in our 19 



Integrated Resource Plan, we've been very public 20 



about it, so they can actually look for it on the 21 



Web, we're going for a 2013 Update, not a lot of 22 



change, it's usually updates of assumption, but 23 



2014, I'm sensing, will be significantly 24 



different assumption sets, different modeling, 25 
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different scenarios as we move to 2014, which 1 



we're going to start that process actually quite 2 



soon.  So thank you for your time, appreciate it.  3 



  COMMISSIONER MCALLISTER:  Thank you very 4 



much.  I'll just say last year I was really happy 5 



to see the quite substantial IRP slam down on my 6 



desk, and --  7 



  MR. WEBSTER:  It wasn't thrown at you, I 8 



hope.   9 



  COMMISSIONER MCALLISTER:  No, no, no, it 10 



didn't do any damage.  But I was happy to see DWP 11 



really taking that IRP approach again and I think 12 



it's a good development, there are lots of -- 13 



yeah, some rigor in that, as needed, an IRP 14 



enables that.  And it's really great to see that 15 



DWP is hitting these issues head on.  Having said  16 



that, I guess I have just a couple of questions.  17 



On the Clean Energy Future, the sort of 18 



projection of 60 percent below 1990 levels by 19 



2025, I guess could you sort of put that in 20 



perspective where, given that DWP is on the 21 



carbon intensive and, at the moment, of the 22 



spectrum of utilities in the state, where does 23 



that leave you sort of in 2025 with respect to 24 



the other utilities if, indeed, all the, you 25 
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know, you do get to the 60 percent below 1990 1 



levels by 2025?  Where does that sort of put you 2 



in the pecking order?  3 



  MR. WEBSTER:  You know, I don't have the 4 



answer to that because I don't know where all the 5 



other utilities are, but I will say that, to get 6 



to 2025, the criticality of that is to get off of 7 



the Navajo Coal Power Plant and then 8 



Intermountain by 2025, which at a minimum will be 9 



two years earlier than the 2027 requirement, so 10 



we're trying to really be aggressive.  Navajo is 11 



2019, so we're really trying to get off four 12 



years early and Intermountain two years early.  13 



  COMMISSIONER MCALLISTER:  Yeah.  Okay.  14 



If we can do a little follow-up on that, I just 15 



want to make sure sort of where things are in the 16 



grand scheme of things, but clearly that's a big 17 



lift and really appreciate your and Ron Nichols' 18 



effort on that.   19 



  A couple slides later, I just can't help 20 



but notice the increasing renewable energy and 21 



energy efficiency stuff, that it seems like 22 



across the board you've got some pretty major 23 



inflection points basically starting right now, 24 



and so I just want to point that out, you know, 25 
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it's so clear that business as usual just is not 1 



going to get us there, and I know the utilities 2 



made some great hires in the last couple of 3 



years, and are really getting its ducks in a row, 4 



but certainly all the colors of wedges here, but 5 



in particular the solar wedge and the EE wedge 6 



get a lot bigger really fast, so I don't want to 7 



underestimate the challenge of that, and just 8 



kind of want to call it out as a big lift on your 9 



part.  But any additional comments you have on 10 



those two things would be interesting.  11 



  MR. WEBSTER:  So on the solar lift, you 12 



know, that represents about 1,200 megawatts of 13 



additional solar and we're trying to look at our 14 



system and say, "Well, when do we get to the 15 



point where integration is going to be very 16 



difficult with existing technologies, with what 17 



we already have?"  We would love to see solar 18 



thermal as part of that mix.  The problem is 19 



solar thermal is just too darn expensive, and we 20 



need to get solar thermal to where it makes more 21 



sense because right now, quite frankly, we can do 22 



PV and back it up with gas generation much more 23 



cost-effectively than the solar thermal.  So 24 



there needs to be real development to get those 25 
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costs down in the future.  And you'll see that 1 



the geothermal, I think there's more opportunity 2 



now that the transmission is starting to be built 3 



into the Imperial District area, that's going to 4 



be very helpful.  We're looking at developing 5 



some of our lands.  There's additional geothermal 6 



down there, and so some of that baseload will 7 



help.  But I think in the future what we would 8 



like to see is we'd like to see more wind 9 



development and I just don't see that, quite 10 



frankly, happening in a significant way in 11 



California.  I think it's going to be development 12 



from out of state, where if we're going to get 13 



the biggest lift in wind, and you don't see that 14 



in our current Integrated Resource Plan moving 15 



forward.  And I think that you're going to see -- 16 



I would hope that we can actually add some 17 



additional biogas in the future once a little bit 18 



of that gets settled out in the state and we 19 



actually can see some pipe-like haul (ph) in the 20 



state.  To us, that's really critical to fuel 21 



conventional generation, quickstart units with 22 



the biogas.   23 



  COMMISSIONER MCALLISTER:  Have you done 24 



some studies on inventory, sustainability of that 25 
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inventory?  I think that's obviously an issue 1 



going forward, but where you're going to get the 2 



biogas, and is it truly sustainable in-state, and 3 



all that good stuff.   4 



  MR. WEBSTER:  We haven't done our own 5 



studies, we've been following some of the 6 



studies, and while I think there's probably a 7 



little bit of a bubble right now from an out-of-8 



state perspective, you know, we are trying to 9 



move to less waste, and that's going to diminish 10 



over time, but we think that in California 11 



there's still substantial development because 12 



that is not being fully utilized for a generation 13 



in California.  It's too costly right now to put 14 



generators right at the landfill sites and I 15 



think that there's enough smaller landfills out 16 



there that could be very productive from a 17 



pipeline quality perspective, to get into the 18 



pipelines so that all the utilities can make use 19 



of it.  20 



  COMMISSIONER MCALLISTER:  Okay, so that 21 



depends on pretty serious infrastructure 22 



investments in the pipelines and other things.  23 



  MR. WEBSTER:  Not so much the pipeline 24 



side of things, but certainly getting gas cleanup 25 
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technologies and would that be allowed in 1 



California, and they're working on that.  2 



  COMMISSIONER MCALLISTER:  Okay, got it.  3 



Thanks for the clarification.  And then finally, 4 



I'm wondering what is DWP doing on Demand 5 



Response and kind of how does that fit in this 6 



wedge graph that does out to 2025?  Maybe it's 7 



within energy efficiency, or maybe it's outside 8 



the --  9 



  MR. WEBSTER:  It's outside of energy 10 



efficiency, it is a study that we just started, 11 



I'm responsible for that, as well, is that by the 12 



end of this year we brought in the consultants to 13 



try to figure out what's been working in 14 



California to see what would work for our system 15 



because our customer mix is a little different 16 



than some of the other utilities, we don't quite 17 



have as much industrial, a lot more commercial.  18 



So what would work from a two-hour perspective a 19 



one-hour perspective, and a 10-minute 20 



perspective.  So I think what you'll see by 21 



February of this next year is you're going to see 22 



kind of an integrated resource type plan for 23 



Demand Response, and we have a 10-year plan to 24 



bring in 500 megawatts of Demand Response, we're 25 
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not sure that's achievable, but we've put it into 1 



our Integrated Resource Plan.  But we're really 2 



trying to build the tactical game plan to say, 3 



well, how do we get the first piece, how do we 4 



get the second, how do we get the third and 5 



fourth?  So again, it's to focus on that 6 



execution, so it's not just a Powerpoint and 7 



we're just going to achieve it somehow, but it's 8 



an executable document that will show what we can 9 



achieve, what resource it's going to take to get 10 



there, and so we've dedicated a group just to 11 



develop that sort of 10-year look ahead for 12 



Demand Response.  So we're excited about having 13 



that in February, there will be significant 14 



public comment, I think, on that.  We'll treat it 15 



just like the Integrated Resource Plan, we'll 16 



bring stakeholders in and ask what they think, 17 



bring customers in, and that will be one of those 18 



things that every year we just really look at 19 



tuning up as we continue to execute.  But we 20 



think it's critical to Demand Response for the 21 



next 10 years, absolutely critical.   22 



  COMMISSIONER MCALLISTER:  Well, thanks 23 



very much.  I mean, I think we all recognize that 24 



it's unique -- your service territory is unique 25 
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to the state and you do a lot of things really in 1 



that context, and we appreciate your increasingly 2 



leading by example on that front, despite all the 3 



constraints of the particular area you're in.  So 4 



thanks for being here today.  Chair Weisenmiller.  5 



  CHAIRMAN WEISENMILLER:  Yeah, a couple 6 



questions.  One is probably a word of caution to 7 



you and SMUD, is that one of the longer term 8 



issues we're going to deal with in the biogas 9 



area is the tradeoff between using it for power, 10 



but using it for transportation fuel.  And you 11 



know, transportation fuel, there are pretty heavy 12 



lifts there, you know, certainly we're looking at 13 



electrification, we're looking at hydrogen, 14 



certainly biofuels could be a part of that mix as 15 



we go forward, and so, again, that's one of big 16 



policy choices for California is where does that 17 



go.   18 



  I think certainly the other question for 19 



you is, again, similar to Tim, you know, is 20 



historically I've used the metaphor at times that 21 



there's more or less a moat between LADWP and 22 



Edison, and we need to have better integration to 23 



deal with issues, so certainly encourage more 24 



interconnection, you know, again, investigations 25 
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with things like EIN to basic EIN to figure out 1 



how we can, as a state, deal with these 2 



challenges.  And obviously one of the assets you 3 



have is Castaic, and so in terms of modernizing 4 



it, I remember years and years ago I got a 5 



settlement between you and Edison on some 6 



litigation, I was working for LADWP at that 7 



point, as the City Attorney, and coming out of 8 



that, Edison was actually able to use part of 9 



Castaic, obviously for a cost, you know, getting 10 



some payment back to LADWP.  But again, that's 11 



such a huge resource and I know it probably needs 12 



some degree of modernization in terms of variable 13 



speed, motors and everything else, but that could 14 



really be a credible tool for Southern California 15 



in terms of trying to integrate renewables.   16 



  MR. WEBSTER:  So I have two comments, if 17 



you don't mind.   18 



  CHAIRMAN WEISENMILLER:  Sure.  19 



  MR. WEBSTER:  Is the first on the biogas 20 



is that, you know, I think that instead of 21 



Government picking where the biogas is deployed, 22 



is to let the market actually because, you know, 23 



if utilities can use biogas, as well as the 24 



transportation sector, and the pricing will allow 25 
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that biogas to be used in the right resource, so 1 



if they're willing to pay more, then we're going 2 



to let it go that way; if we're willing to pay 3 



more, it's going to come -- but that competition, 4 



I think, is really important moving forward.  The 5 



second is on Castaic, and I think I had it in my 6 



slide deck, I missed the point, but really what 7 



we see is that we would really like to see a much 8 



more robust market and I think SMUD alluded to 9 



this, I think the CAISO alluded to this, but if 10 



there's a robust market for regulation services 11 



and balanced energy, you see, then the 12 



technologies that we have, that we're really 13 



using to integrate our renewables, if we're long, 14 



we want to share those renewables.  We want to 15 



serve our customer load in the most cost-16 



effective manner possible and then everything 17 



else we want to be able to share.  So if there's 18 



a bright market and we can share those resources, 19 



that's what we want to see, whether it's in 20 



California, or even out of state, is share all of 21 



our resources.  And the market is what's going to 22 



really drive that, if we have the right market 23 



structure.   24 



  CHAIRMAN WEISENMILLER:  That's great.  25 
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Actually, the other thing I was going to say on 1 



the storage area, again to both, is that when you 2 



read some of the documents on the German 3 



experience, particularly one of their think 4 



tanks, Agora, has looked at a lot of issues 5 



they're facing there which, you know, it looks 6 



like we're getting to the same place.  They're 7 



much much more optimistic on thermal storage than 8 



batteries and other stuff, and so one of the 9 



things that we're really trying to do looking at 10 



future thermal plants is to make sure thermal 11 



storage is built in.   12 



  MR. WEBSTER:  Uh-huh.  13 



  CHAIRMAN WEISENMILLER:  As a way of, 14 



again, dealing with the variable nature of stuff 15 



and just that there's more and more of a pressure 16 



on plants in terms of the minimum load 17 



conditions, you know, to basically figure out 18 



some way to deal with over-generation might be 19 



thermal storage at some other thermal resources.  20 



  MR. WEBSTER:  And we would agree if it's 21 



cost-effective and utility scale and it has to 22 



just work, and so we think that it's worth the 23 



investment to continue to develop energy storage 24 



technologies to where they're really viable.  I 25 
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just think we're quite a ways away from that.   1 



  CHAIRMAN WEISENMILLER:  Yeah, and I guess 2 



the last observation I was going to note, it's 3 



really good to see that you're looking at 4 



additional geothermal.  I mean, that's obviously 5 



a really important resource for California, but 6 



it's becoming more challenged as some of the 7 



other utilities basically are finding themselves 8 



baseload long and refusing to sign any new 9 



contracts for geothermal, even with existing 10 



projects.  11 



  MR. WEBSTER:  Then they should call me.   12 



  CHAIRMAN WEISENMILLER:  Good.   13 



  COMMISSIONER MCALLISTER:  Thanks very 14 



much.   15 



  MS. KOROSEC:  All right, we're shifting 16 



to our next slot on the agenda, which is On the 17 



Way to 2050.  And our first speaker is Jeffrey 18 



Greenblatt.   19 



  MR. GREENBLATT:  Can people hear me okay?  20 



Thanks for the opportunity to speak.  I just want 21 



to say I work for Lawrence Berkeley National Lab, 22 



but I was heavily involved in the CCST study, so 23 



I'll be presenting that study's results, but some 24 



of the comments will be my own.   25 
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  So I was asked to give an overview of how 1 



the results of this study that was done a couple 2 



of years ago and really looked at 2050, how it 3 



may have some helpful insights for the interim 4 



2030 timeframe.  But just in case people aren't 5 



familiar with the results, I'm going to very 6 



quickly go over that.  First, to say that the 7 



study actually came out in several sections, 8 



there was the Summary Report here on the upper 9 



left that was released in 2011, and then over the 10 



last 18 months or so we've come out with some 11 



more detailed reports on different sectors, and 12 



we're now finished, there's a total of seven 13 



publications all available online at CCST.US.   14 



  So our focus was on trying to figure out 15 



how one would technically reach the 2050 target 16 



of 80 percent below 1990 levels across all 17 



sectors, not just electricity.  What we found to 18 



be a useful graphical way of picturing this is 19 



kind of breaking all the different activities 20 



available to us as a state into four basic 21 



activities that have an effect on one or another 22 



of the dimensions shown here in sort of a total 23 



greenhouse gas emissions diagram being indicated 24 



by the area where we have demand on the X axis 25 
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and greenhouse gas intensity on the Y axis.  And 1 



one important distinction is that we've divided 2 



our demand into two sections, fuels and 3 



electricity, because there's an important 4 



interplay between shifting from fuels to 5 



electricity as a way of reducing overall 6 



greenhouse gas emissions, but this box shows what 7 



might happen under a business as usual scenario 8 



in 2050.  We're currently at roughly half the 9 



submissions of CO2 equivalents, so it would be a 10 



big increase.  Of course, some of the things that 11 



will help reduce emissions are now underway that 12 



were not included in this baseline a couple years 13 



ago.   14 



  But obviously the first is to reduce the 15 



demand for both fuels and electricity as much as 16 



possible across all sectors, and in our modeling 17 



we assume pretty robust levels of efficiency 18 



improvement, sort of on the order of 40 to 50 19 



percent over a baseline by 2050.  Of course, it 20 



varies sector to sector.  21 



  And then the second element is 22 



electrification and here we look not just at 23 



vehicles, which has been mentioned in several of 24 



the remarks earlier today, but also which has as 25 
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very important role in reducing demand for 1 



hydrocarbon fuels, but also looking at building 2 



heat and industrial heat opportunities for 3 



electrification where it makes sense from a cost 4 



perspective and from an efficiency perspective 5 



because the use of things such as focused 6 



electrical heating or heat pumps can be more 7 



efficient than even the best combustion-based 8 



technology.  So anyway, this continues to reduce 9 



the demand on fuels, but at the expense of 10 



increasing the demand for electricity.   11 



  And then finally, once we had put 12 



together several scenarios based on looking at 13 



the demand side, we then looked at the 14 



opportunities for reduced greenhouse gas 15 



intensity, both for fuels and electricity.  And 16 



this is a schematic diagram, there are more 17 



opportunities for reducing the greenhouse gas 18 



intensity of electricity, so it's sort of this 19 



side of the box would be lower, but we didn't 20 



want to make that distinction for the cartoon's 21 



purpose.  In any case, combining all of these 22 



around different sectors results in a target 23 



fairly close to the 2050 goal, although we didn't 24 



quite meet that in our base case scenario.  And 25 
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one of the biggest take homes, which I'll 1 



summarize in the next slide, is that we didn't 2 



think that we could get all the way toward the 3 



2050 target using the technologies that were off 4 



the shelf or in imminent development, but rather 5 



getting to roughly twice the 2050 goal by 6 



introducing all of these actions that I've 7 



summarized over the last couple of slides.   8 



  There's obviously a lot of uncertainty 9 



here in our assumptions; this number might be 10 



closer to the 85 or so million tons, but the 11 



point is that it's probably going to be an 12 



overshoot without continued technology 13 



development in a few key areas, which I'll 14 



summarize in the next slide.  15 



  So what I'm going to do is kind of give 16 



you the basic conclusions of our 2050 study, and 17 



then in the final slide show you how that 18 



suggests some things that the state needs to 19 



think about for 2030, again, looking at 20 



electricity, but also other sectors that impinge 21 



on electricity development.  22 



  So the basic lessons for the 2050 picture 23 



is that, even if we assume -- this is sort of a 24 



summary of what I've just said -- but efficiency, 25 
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very serious efficiency improvements in all 1 



sectors, a lot of electrification both within the 2 



transportation sector and in buildings, very 3 



decarbonized electricity system, which pays 4 



attention to the residual emissions needed to 5 



balance a renewables heavy load, and very large 6 



amounts of low carbon biofuels.  We're unlikely 7 



to get all the way to the 80 percent level 8 



without some further developments.  And so this 9 



is sort of the menu of things that need to be on 10 



the development and time horizon, as well, by 11 



2050.   12 



  Lower or zero carbon load balancing 13 



strategies -- we've talked about some of these 14 



such as electricity storage and Demand Response, 15 



also using lower carbon natural gas if that's 16 



going to be continued to be the preferable load 17 



balancing technology.  We're going to need much 18 



larger supplies of low carbon fuels and that's 19 



going to greatly reduce the carbon intensity 20 



across all sectors.   21 



  We didn't include this in the base case, 22 



but something else that would really help is if 23 



we moved more strongly to a hydrogen economy as 24 



an alternative to Electric Vehicles.  I know it's 25 
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not on the near term planning horizon, but it's 1 



something else that could help reduce the carbon 2 



footprint and bears keeping in mind.   3 



  And then we also called out some things 4 



including negative emissions, that is, combining 5 



biofuels or biomass generation with carbon 6 



sequestration to further lower the carbon 7 



footprint, as well as looking at other ways to 8 



reduce demand, and I don't mean fewer people 9 



like, you know, sort of preventing people from 10 



moving to California, but it may be that the 11 



population projections will change and that may 12 



have a big impact on our demand growth, also 13 



where those people live could have a big impact 14 



on how much energy they consume.  And there's a 15 



number of other technology developments that have 16 



been highlighted in our reports that welcome to 17 



discuss if people have questions.   18 



  And another thing that was left off of 19 



our scenario, but wound up being a rather large 20 



piece of total emissions in 2050 is the non-21 



energy sector, things like F gases and emissions 22 



from agriculture, landfills, etc. also need to be 23 



looked at on the same timeline because they're 24 



significant emissions by the time you're getting 25 
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down to the levels of an 80 percent reduction.   1 



  So I took a fresh look at our conclusions 2 



for this meeting and thought about what would 3 



really be most useful to say for 2030, and this 4 



is what I came up with.  And these, I just want 5 



to say once more, these are my own opinions, but 6 



I hope you will find them useful.  First is, you 7 



know, the RPS mechanism is a very powerful one, 8 



it's increasing the amount of renewables in the 9 



system, it looks like it's a useful mechanism for 10 



continuing to increase the amount of renewables, 11 



both statewide and regionally, but I wonder 12 



whether there might be a way of helping other low 13 



carbon technologies that are not actually 14 



renewables get some foothold, as well, and I know 15 



that some people who were in the CCS industry 16 



have been asking for a mechanism of this kind, so 17 



it's something to consider, that CCS may become 18 



an important technology post-2030, Carbon Capture 19 



and Sequestration.   20 



  Another thing to emphasize is that, while 21 



natural gas is an excellent bridge fuel to 22 



lowering the overall carbon impact of the 23 



electricity sector, it's not really a very 24 



effective endpoint because there will be 25 
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significant emissions post-2030 from the burning 1 



of natural gas that may make it very difficult to 2 



meet our statewide targets, so we need to think 3 



about ways of slowly phasing that out as we move 4 



toward the 2050 timeframe.  5 



  Also, I believe that while the 6 



electricity goals sort of up to 2030 are looking 7 



fairly aggressive, we're going to have to think 8 



about continuing to increase the amount of 9 



Electric Vehicles, both personal vehicles and 10 



other sectors in order to keep that going because 11 



this is such an important component of reducing 12 



fuel demand and increasing potential flexibility 13 



in the electricity system from what's been 14 



discussed.  So thinking about how we can continue 15 



to increase that requirement.   16 



  And I want to just bring this up again, 17 



but building electrification is something that's 18 



kind of not on the radar right now, and I think 19 



should be, I think there might be some cost-20 



effective opportunities for bringing that more 21 



into the portfolio.   22 



  And I'm just going to briefly say that I 23 



don't really have anything to say other than to 24 



raise the question of are we on target to meeting 25 
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our ambitious and CPUC efficiency targets, that 1 



we sort of assume the CEF study and, if not, what 2 



are our alternatives if we can't continue to 3 



increase the levels of efficiency improvement?  4 



Are we going to have to turn to an alternate 5 



strategy as we move toward 2030 and beyond?  6 



Likewise, the amounts of biofuel that are going 7 



to be required to get to the 2050 target are 8 



going to be very very substantial, I think really 9 



taxing both the in-state and potential out-of-10 



state resources for biomass.  And I don't think 11 



anyone has some good answers other than it's an 12 



issue and we need to think about whether the 13 



resource is there, and what the best mechanism to 14 



push biofuels into the state would be.  15 



  And I'll finally flag some recent work 16 



that some of us have been looking at and that 17 



there may be some potential changes happening in 18 



the transportation sector that could be quite 19 



significant, not likely, let's say, but vehicle 20 



automation in particular seems to have some 21 



potential efficiency improvements and could 22 



herald some lifestyle changes.  And it's very 23 



early stage, but it's the kind of thing that we 24 



at LBL try to look at and at some point he state 25 
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may want to consider these kinds of unexpected 1 



changes, as well.  2 



  Those are my comments.  So I'm happy to 3 



answer questions.  4 



  COMMISSIONER MCALLISTER:  Great.  Thank 5 



you very much.  I am familiar with the study and 6 



your work, so really appreciate that.  Your 7 



insights are very thought provoking; in 8 



particular, let's see, bullet 5, you know, that's 9 



a great question and we're working actively on 10 



trying to figure out how to really get into the 11 



existing building stock at much greater scale, 12 



and so I think some scenarios along those lines 13 



would be very helpful to figure out what that 14 



looks like as far as goal setting for the 15 



existing building stock, what we would need to 16 



accomplish in order to fit the pieces together to 17 



get there.  And your second part of your 18 



question, if that doesn't happen, then what?  And 19 



I was a little interested that storage and Demand 20 



Response are not in your base case, and so maybe 21 



you could talk about the decision.  22 



  MR. GREENBLATT:  Sure.  To clarify, 23 



actually, there was some storage and Demand 24 



Response in our base case, but we found it 25 
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difficult given that it was not an economically 1 



driven study, but rather a technical feasibility 2 



study that obviously paid some attention to cost, 3 



but could not do a thorough cost evaluation, that 4 



we had to punt on that, and so we assume some.  5 



  COMMISSIONER MCALLISTER:  Okay, thanks.  6 



I think, you know, where it gets fuzzy is where 7 



you have cutting edge technology where you have 8 



sort of fully unproven -- you get up there in the 9 



market and you're not sure what's really going to 10 



work, and so I think having these scenarios is 11 



really helpful beforehand, and as we go into 12 



these aggressive -- more aggressive policies to 13 



try to get the increasingly not so low hanging 14 



fruit because we're going to be at the margin, 15 



and so we really have to figure out, you know, 16 



the boundary and how it evolves, and to enable 17 



questions going forward at each new frontier, and 18 



so I feel like working on the various scenarios, 19 



fleshing them out more deeply, definitely is a 20 



good thing to be doing going forward.  So, Chair 21 



Weisenmiller?  22 



  CHAIRMAN WEISENMILLER:  Yeah, I had a few 23 



observations.  First -- actually, there seems to 24 



be a lot of progress now on CCS.  You know, when 25 
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the Governor and I were in China, they have an 1 



operating carbon capture plant, although 2 



basically they're using it for carbonation of 3 



drinks, you know, but anyway it's working right 4 



now, and there's a number of potential projects 5 



popping up around California.  The New York Times 6 



had a pretty good article on Summit's  project in 7 



Texas on CCS.  In terms of your observation on 8 



electrification of buildings, actually, the thing 9 



which I'm really pushing is not that, you know, I 10 



find it thermodynamically offensive, although 11 



heat pumps could be interesting, but really solar 12 



-- why not solar thermal for space and water?  13 



Why not solar thermal for industrial process, 14 



heat?  Certainly if you look at the advances at 15 



U.C. Merced, they're making a lot of progress on 16 



industrial process heat, they're making a lot of 17 



advances on cooling.  So, again, it may be we'll 18 



have to do something, but at least it seems like 19 



reaching out on the renewable front first is more 20 



coherent on electrifying and enhancing some of 21 



the issues.  I think, as Andrew said, I tend to 22 



say if we can't really crack the existing 23 



buildings, particularly the rental sections, you 24 



know, it's going to be very very hard to meet the 25 
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energy efficiency goals, I mean, that's just 1 



period.   2 



  I think in terms of transportation, 3 



actually at this point the auto industry seems to 4 



be much more optimistic on hydrogen or fuel 5 



cells, frankly, than batteries.  And so if I can 6 



figure out how to get about 70 hydrogen fueling 7 



stations out throughout the state and in the 8 



right locations, the auto industry -- all the 9 



majors have been committing they will roll out 10 



fuel cell vehicles in California at 2015 to 2017, 11 



period.  And so, again, since transportation is 12 



such a heavy lift, and such a key part of our 13 



economy in terms of goods movement, the more we 14 



can -- as you said -- the biofuel stretch is so 15 



huge, if we can really get batteries and fuel 16 



cells and biofuels, it's a lot more of a viable 17 



mix than just one or maybe two out of the three.  18 



  MR. GREENBLATT:  That's right, I agree.  19 



That would make me sleep better at night knowing 20 



there were multiple strategies to reduce fossil 21 



demand.   22 



  COMMISSIONER MCALLISTER:  I want to pile 23 



on, actually, to what Chair Weisenmiller said 24 



with regard to solar thermal, I mean, that's just 25 
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something I've been working on for a long long 1 



time.  And, you know, since the '70s, there's 2 



been sort of up and down experience with solar 3 



thermal and the various applications, you know, 4 



residential and commercial pools, that kind of 5 



stuff that could if adopted widely avoid a lot of 6 



natural gas combustion.  And it's a market issue 7 



of getting it out there and kind of getting the 8 



pipeline full enough and getting the cost down a 9 



bit.  And I think it highlights the difference 10 



between personal economics and, well, it sort of 11 



highlights the difficulties between fuels with 12 



respect to the sort of economics of it, right?  I 13 



mean, natural gas is cheap right now, so it's not 14 



driving that kind of investment from the private 15 



sector.  And it also, well, there's also sort of 16 



a larger infrastructure issue, as well, who makes 17 



the investment in shifting over to some of these 18 



newer technologies.  So, again, I think having 19 



the ability to fairly nimbly run scenarios and 20 



sort of bounce policy options off of a model like 21 



this is going to be helpful going forward.  So 22 



thanks for that.   23 



  MR. GREENBLATT:  Sure.   24 



  CHAIRMAN WEISENMILLER:  Yeah, thanks.  25 
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  MR. GREENBLATT:  Okay, you're welcome.  1 



My pleasure.  2 



  MS. KOROSEC:  Our final speaker this 3 



morning is Jimmy Nelson from U.C. Berkeley.   4 



  MR. NELSON:  So I'd like to thank the 5 



Commission for inviting us here today.  I know 6 



I've put a lot of work into kind of envisioning 7 



what the future of the energy system in the West 8 



and in California could become over the last four 9 



and a half years that I've been working on my 10 



Ph.D. -- you'll notice the words "graduating 11 



Ph.D. student" on the slides.  And I've done so 12 



with my colleagues, Ana Mileva and Josiah 13 



Johnston -- 14 



  CHAIRMAN WEISENMILLER:  Congratulations. 15 



  MR. NELSON:  -- thank you.   16 



  COMMISSIONER MCALLISTER:  We both know 17 



how difficult that is.   18 



  MR. NELSON:  Certainly, certainly.  And 19 



under Professor Dan Kammen, who wasn't able to be 20 



here today.  So I've been working on this model 21 



called the SWITCH model for the past four and a 22 



half years, and what it attempts to do is 23 



simultaneously plan the capacity of generation 24 



transmission and storage assets simultaneously, 25 











    78 
 



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



 



so this is of course in an effort to reduce 1 



costs, while getting to greenhouse gas and 2 



renewable energy targets by trying to figure out 3 



what storage transmission and generation we 4 



should deploy, as well as, of course, efficiency 5 



to end up meeting our goals cost-effectively.   6 



  So to frame the problem, power systems 7 



with high fractions of wind and solar really pose 8 



some serious problems to existing capacity 9 



planning models.  So we need to have, in capacity 10 



planning models, the ability to trade off between 11 



different sources of flexibility, namely 12 



transmission, gas storage, geographic diversity, 13 



and, in a long term planning framework, also 14 



things like efficiency, so build the efficiency 15 



that best matches the load profile you're 16 



thinking of, but then the load profile you're 17 



thinking of might change, depending on what 18 



efficiency you would build.  So how do we make 19 



kind of self-consistent tradeoffs with respect to 20 



all these different things that we could install 21 



in the 2030 timeframe, and even looking out 22 



further towards 2050.  And how do we do so at 23 



least cost and in the context of carbon and 24 



renewable energy targets.  I really like that 25 
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slide from the gentleman at LADWP in which, you 1 



know, there are all the circles of the different 2 



kind of components of the problem, and then there 3 



was the integration aspect of how do we stitch 4 



all this stuff together, and they're all very 5 



interdependent.  And so we try to look at a lot 6 



of those interdependencies in a modeling 7 



framework.  It's evident to everyone in this room 8 



that both spatial and temporal aspects of 9 



planning will become increasingly important over 10 



time.   11 



  So to go into a little bit of detail 12 



about what we used SWITCH to look at, SWITCH, as 13 



a caveat, is used here as a scenario analysis 14 



tool.  It should be understood that our results 15 



are not projections, they are just looking at 16 



ways the energy system could possibly evolve on a 17 



least cost basis, subject to it having to meet a 18 



lot of demands, which I'll go into later.   19 



  And to do this, the long run investment 20 



framework is very fundamental, so we're going to 21 



be installing a lot of new capacity and 22 



generation transmission storage, energy 23 



efficiency, Demand Response, all these things, in 24 



the next 20 to 40 years.  And so we therefore use 25 
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kind of a pre-market framework.  We're 1 



consequently not able to say a lot about what our 2 



investment plans would exactly function in the 3 



market, but the guiding principle is to minimize 4 



the whole cost to the power system, while also 5 



meeting reliability requirements, long term 6 



policy requirements, renewable requirements, and 7 



so on.   8 



  We take a system-wide approach across the 9 



whole WECC power system and used many different 10 



time scales from a parameterization of these sub-11 



hourly needs for balancing, all the way up to the 12 



decadal timescale of policy goals.  And SWITCH 13 



can provide valuable insights to the power system 14 



with respect to future carbon emissions, what the 15 



generation sources might be from kind of 16 



different scenarios going out in the future, how 17 



we can stitch together short and long term policy 18 



goals to make them self-consistent, and estimates 19 



of the possible costs that any given scenario 20 



might end up resulting in.   21 



  So one kind of detailed slide about the 22 



tool, the SWITCH WECC Power System Planning Tool, 23 



its objective function is to meet the net present 24 



cost of demand in all simulated hours in all 25 
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investment periods.  Investment periods are these 1 



kind of blocky entities that we model going out 2 



into the future.   3 



  In the results I'm going to show, we've 4 



modeled 2020, 2030, 2040, and 2050 as kind of 5 



distinct units in which you have to meet certain 6 



power system requirements.  And you have to do 7 



so, as I mentioned before, subject to carbon 8 



policy, renewable policy, linear as to 9 



operational constraints, resource constraints, 10 



etc., the things that you want your power system 11 



to do for you.   12 



  And we use 144 distinct hours simulated 13 



in each period, these are hours in which we have 14 



the capacity factors for wind and solar matched 15 



to that of future projected loads, so we include 16 



kind of all the interdependencies between when 17 



the wind is blowing, when the sun is shining, and 18 



when people are wanting to consume electricity.   19 



  We divide up the WECC, the Western North 20 



American Power System, shown in red, into 50 load 21 



areas within which demand must be met in all of 22 



those simulated hours, and between which 23 



transmission is done.  So these we consider kind 24 



of larger transmission paths, rather than a 25 
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detailed network model; and the reason for that 1 



is that the detailed network models, while very 2 



important, wouldn't capture kind of a lot of the 3 



long term dynamics of the power system, they'd be 4 



kind of a necessary post-optimization check to 5 



make sure everything was working exactly as 6 



planned.  We include thousands of possible wind 7 



and solar projects and all the existing 8 



generators in WECC.  9 



  So for this study, I'm describing a study 10 



that's more or less a follow-up to what Jeff was 11 



talking about, the CEF Study.  In their study, 12 



and also Jim Williams' study of the California 13 



Energy System getting to 2050 greenhouse goals, 14 



it was really highlighted that the electricity 15 



sector was likely to be pivotal in reaching those 16 



2050 goals.  And so our modeling team took a 17 



deeper dive into the electricity system and we 18 



looked at kind of relatively deep carbon 19 



reductions in the 2050 timeframe, but today  20 



we were asked to focus on 2030, so the carbon 21 



reductions that I'm going to show for different 22 



power system assume a WECC-wide carbon reduction 23 



of 30 percent relative to 1990, so 70 percent of 24 



1990 levels.  And they're of course headed down 25 
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to a much deeper reduction level, as Jeff 1 



mentioned, that the decarbonization of 2 



electricity might be easier than for other 3 



sources, especially transportation.  So we might 4 



want to pick a target that is a little lower for 5 



electricity, in terms of emissions, than other 6 



sectors.   7 



  So one thing to note, as we take the kind 8 



of long term view of things in our work, and I 9 



think folks think that it's going to be 10 



relatively hard to get California to decarbonize 11 



if it's not in the context of WECC or the United 12 



States that's also decarbonizing, so that might 13 



not be, you know, a reality by say 2020, but by 14 



2030, 2040, 2050, it gets increasingly harder if 15 



we're going it alone, politically, kind of the 16 



physics of it all, everything.   17 



  So we assume in this study a cap on 18 



carbon emissions in WECC and that means there's 19 



implicitly tradable carbon permits between 20 



different states and, so, take that as a caveat, 21 



we know it's not the current state of things, but 22 



we kind of hope it is in the future and maybe the 23 



Obama Administration will help to make it so.  24 



  So I said we were going to take a deeper 25 
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dive into the electricity sector, and here is 1 



kind of the first of those deeper dive plots.  So 2 



what I'm showing here is the shift in the demand 3 



profile after doing -- oh, there is a Powerpoint 4 



Mac to PC problem -- so a shift -- I'll highlight 5 



that in a second -- we show a shift in demand 6 



from efficiency and also from the electric 7 



heating and electric vehicle demand sectors.  8 



This plot is supposed to have the light blue line 9 



and the dark blue line below it, actually at the 10 



zero demand mark for WECC, I'm sorry it doesn't 11 



end up looking like it should; the point is we're 12 



doing drastic energy efficiency in these studies, 13 



and that's kind of the idea that we're headed to 14 



2050, you've got to start deep efficiency and 15 



electrification early, otherwise we're likely to 16 



miss the carbon targets we've set out in the 2050 17 



timeframe.  And the biggest story by 2030 is 18 



these deep energy efficiency cuts, which are not 19 



shown very well in this picture, but I think they 20 



keep demand roughly flat, perhaps even turned 21 



down a little bit in the 2050 timeframe, I think 22 



it's roughly flat.   23 



  So last slide before I move on to some 24 



results of our recent study, the base scenario 25 
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that we assume has a number of characteristics, 1 



so new biomass is assumed to be excluded from 2 



electric power, that solid biomass we actually 3 



include landfill gas, we give it to the 4 



electricity sector because it might be relatively 5 



easy to use there.  We exclude new nuclear and we 6 



keep solar costs and other projected costs by 7 



this kind of what's becoming the semi-8 



authoritative source, at least in our modeling 9 



world, this Black and Veatch document that was 10 



used for the National Renewable Energy Lab's 11 



Renewable Energy Futures, but we do explore cost 12 



scenarios where solar costs come way down.  Those 13 



look kind of interesting.  We vary the gas price 14 



and we also vary exactly how much distributed 15 



generation we assume is installed in California.  16 



For the most part, for most sources of 17 



generation, we let the modeling framework decide 18 



exactly how much renewable energy to place and 19 



where on a cost basis, subject to the constraints 20 



I've described, but for distributed generation 21 



we're not able to model accurately kind of the 22 



impact of the rate structure on how customers 23 



would like to install distributed generation, so 24 



we explore a scenario in which we mandate the 25 
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Governor's target of 12 gigawatts of distributed 1 



generation by 2020.  We also by default don't 2 



assume an additional California Renewable 3 



Portfolio Standard, but also examine in a 4 



sensitivity scenario what would happen if we did 5 



a 50 percent Renewable Portfolio Standard in 6 



California by 2050, leaving all other states the 7 



same.  8 



  So moving on to the first result slide, 9 



so I've shown in this picture the electricity 10 



dispatch in two different days of each month of 11 



all 12 months, over the course of WECC, so this 12 



is going to look a bit different if you zoomed 13 



down on California, but I think the basic 14 



behavior is kind of similar across the areas.  So 15 



the first thing to note is the large chunk in the 16 



middle of light grey, and that's gas 17 



intermediate, which is gas combined cycle.  So if 18 



we assume a WECC-wide carbon gap along with deep 19 



efficiency measures, there's relatively still a 20 



lot of room across WECC for gas to play.  So 21 



sometimes I like to think of the results that we 22 



get out of this model as either, you know, 23 



perhaps you're satisfied with these results and 24 



we could go forward building this type of power 25 
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system, or otherwise, maybe they're the most 1 



cost-effective results, but they don't satisfy 2 



various criteria, maybe we think gas fracking has 3 



other negative effects, maybe there's fugitive 4 



emissions from gas.  So if you'd like to see this 5 



gas fraction lower, this implies that you would 6 



need to do some other policy to make it such.  7 



But that being said, you know, having this amount 8 



of gas around really lets us integrate a lot of 9 



intermittent renewables and you can see the 10 



amount of solar and wind just below that light or 11 



kind of medium grey in the center, and we're 12 



getting a lot of energy from intermittent 13 



renewables, roughly at times peaking at 30 or so 14 



gigawatts.  And you see the existing pumped hydro 15 



storage, which is shown in orange, right below 16 



the solar line, I know it's a little small, it's 17 



hard to see, it's dealing with basically the duck 18 



chartish ramp that we see the early evening ramp.  19 



But because there's a lot of gas capacity around, 20 



the storage is relatively dormant and we don't, 21 



on an economic basis -- with large amounts of 22 



energy efficiency, I have to include that caveat 23 



for these results -- we don't see the 24 



installation of new large scale grid storage if 25 
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you optimize the whole WECC power system to be 1 



all that economical.  And this can change 2 



obviously with different assumptions, but that's 3 



something to note about these results.  And it's 4 



also important to note that, once you go past 5 



2030, which we look out to 2050, once you go past 6 



2030, the storage really starts to ramp up.  So 7 



you'd need to at least be preparing for storage 8 



to come on line because, once you get larger 9 



fractions of intermittent renewables, it becomes 10 



really quite important.   11 



  So if we take those same hourly results 12 



that I showed in the last figure and plot them on 13 



a map, and kind of compress the timescale down 14 



and take an average of it, so this gives you the 15 



average electricity generated, in other words, if 16 



you took the sum of megawatt hours generated in 17 



each of our load areas, which are shown in kind 18 



of the yellow colors outlined by black lines, if 19 



you took the sum of all the energy generated and 20 



then divide it up by 8,760 , you'd get this 21 



average generation metric that I use, I find it 22 



easier to compare it to installed capacities.  23 



Anyway, so this is an energy metric even though 24 



it's in gigawatts.   25 
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  So we see that natural gas has replaced a 1 



lot, if not most, of coal in WECC by 2030, and as 2 



I mentioned before, this gives a substantial 3 



amount of flexibility to integrate intermittent 4 



renewable resources.   5 



  So what happens in terms of transmission?  6 



So in rating this slide, I realized that the 7 



title "electricity transmission largely dormant" 8 



might be a little confusing when looking at this 9 



slide at first because there's a lot of arrows of 10 



transmission going around.  But I invite you to 11 



look at the magnitude of the lines that are being 12 



drawn around the WECC and compare them to the 13 



size of the generation pies, and you'll see in 14 



most cases, actually, electricity is kind of 15 



staying put and there is certainly some 16 



transmission, but kind of relative to what 17 



happens today, there's a decreasing bulk energy 18 



transmission across the West in the 2030 19 



timeframe; once again, by 2050, this whole 20 



picture changes again and transmission kind of 21 



goes nuts.   22 



  So if we zoom in on our lovely state of 23 



California, we see that wind and hydro, but 24 



mostly wind, is imported from the Pacific 25 
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Northwest, that's that big arrow coming down into 1 



Northern California.  And there's some imports 2 



from the east, but not a ton.  And this is a good 3 



place to note that, actually, so we model bundled 4 



renewable energy certificate trading throughout 5 



the WECC, and we don't explicitly model all kind 6 



of the resources that go into the CAISO's 2022 7 



Long Term Procurement Plan, the model kind of 8 



rebuilds those as they're not built yet.  So 9 



that's one caveat to understand that we haven't 10 



included, that these renewable resources are 11 



going to be sited in the state, but note that 12 



there's actually a lot of resources, especially 13 



kind of in the Las Vegas area and Southern 14 



Nevada, that are right across the border from 15 



California and get piped into the state by 16 



tradable renewable energy certificates.  And 17 



that's the same for wind power from the Pacific 18 



Northwest, that those lines that have kind of 19 



traditionally carried hydro power down from the 20 



north now are kind of swapped over to carry wind 21 



power with RECs.   22 



  So I mentioned that SWITCH was a scenario 23 



analysis tool, so here are 10 scenarios that we 24 



look at.  I don't expect to cover them all now, 25 
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you can look at them in your slides later.  Once 1 



again, keep in mind that they're consistent with 2 



2050 greenhouse gas targets.  As I said in the 3 



last slide, there's a lot of imports into 4 



California, I mean, relatively a lot, I don't 5 



think it's all that much larger than the present 6 



day fraction of imports, but a lot of those 7 



imports -- almost all of them -- are renewable, 8 



in only a few cases do we see any exports of 9 



power and it's primarily non-renewable power as 10 



you'd see in the low gas price on the fourth to 11 



the left in the California 50 percent RPS by 2030 12 



case on the fourth from the right, and then 13 



second from right for the 50 percent RPS case.   14 



  So you see that the fraction of in-state 15 



renewable generation is, you know, there's 16 



certainly some as denoted by the green, the light 17 



blue, the yellow, and the red color is 18 



geothermal, wind, solar, biopower, but this is 19 



another one of these cases where I'm not saying 20 



that these results are what should happen, I'm 21 



saying that the economics that we can see out 22 



into the future, which are somewhat limited by 23 



the fact that 2030 is very uncertain, the 24 



economics that we can see dictate that it's 25 
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likely that we would import a lot of renewable 1 



power from other states, surrounding states, by 2 



2030.  So if you like this result, if you think 3 



it's the most economic efficient result, and you 4 



think that's great, then we can go for it and 5 



build it, otherwise we'd need kind of additional 6 



policies, maybe a more stringent definition of 7 



what we can generate in-state by the kind of 8 



definition of REC or something, if you wanted to 9 



bring more of these resources into the state.   10 



  So now I switch over to the actual 11 



generation capacity installed in the state.  And 12 



not saying anything about where the energy is 13 



going, though most of it is being consumed within 14 



the state.  And we see that really the thing that 15 



gets installed in large quantity in most of -- 16 



well, in some of these cases, namely the 12 17 



gigawatt distributed PV case by 2020, if we make 18 



transmission expensive, the expense of 19 



transmission case, and if solar costs come down a 20 



lot, namely the Sunshot Solar case, we end up 21 



installing a lot more solar in California.  In 22 



none of these cases do we really install 23 



widescale grid storage by 2030, the orange bar on 24 



the top does not really increase it all that -- 25 











    93 
 



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



 



the current amount represents the existing pumped 1 



hydro capacity in the state.   2 



  And so if we think about ways to 3 



incentivize California renewables, the 12 4 



gigawatt distributed PV mandate by 2020, or the 5 



2030 California 50 percent RPS, those can both be 6 



effective at reducing the amount of generation of 7 



gas in the state, so we kind of shove gas 8 



generation off to other states because we have a 9 



WECC-wide carbon cap.  But it has not really been 10 



all that effective at reducing the amount of gas 11 



capacity in the state and, so, the different 12 



implementation options for flexibility, namely 13 



transmission storage, have not really been done 14 



and Demand Response is also one thing that we 15 



look into and the Demand Response potentials that 16 



we estimate in a Demand Response scenario that I 17 



don't show here, aren't kind of large enough yet 18 



to really change this gas capacity; by 2050, they 19 



take off and become rather interesting.   20 



  So some observations about transmission, 21 



storage and carbon sequestration.  So I've 22 



mentioned before new transmission and storage is 23 



generally built after 2030, but not so much 24 



beforehand, but this is of course dependent on a 25 
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multitude of efficiency measures.  There's a lot 1 



of new transmission needed after 2030 to help 2 



meet the carbon cap.  And natural gas, as Jeff 3 



very well highlighted, as well, really needs to 4 



be phased out between 2030 and 2050.  So this 5 



kind of gas dominating the integration of 6 



intermittent renewables that I showed in 2030 is 7 



absolutely not the case in 2050.  If gas with 8 



carbon sequestration is available, it is 9 



certainly used by 2050 in an economic framework, 10 



given the current projected costs of carbon 11 



sequestration, but if it's not available it's 12 



still possible to meet the carbon cap targets, 13 



it's just rather difficult.   14 



  And one other thing Jeff also 15 



highlighted, the biomass CCS option, in other 16 



words, sequestering biomass underground and using 17 



it to burn for electricity, and this can be a 18 



pretty effective way of reducing carbon from the 19 



whole energy system, especially if we couple it 20 



to transportation electrification.  So by 2030, 21 



we might, if we're going to go down this path, we 22 



might have already wanted to install some.  So I 23 



just have two more slides and they highlight very 24 



similar things.  This slide shows the breakdown 25 
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of where we think different costs might be 1 



incurred in the power sector, in different time 2 



periods, so present day, 2013, and then the four 3 



investment periods, 2020 to 2050.  And 2030 looks 4 



interesting, there's certainly a lot happening, 5 



but kind of 2050 is the big story.   6 



  The key drivers in the 2030 power costs 7 



are that medium grey bar in the middle, so the 8 



increased consumption in gas in kind of the 9 



medium term, but then it's followed by a decrease 10 



in consumption of gas in the long term.  And 11 



you're spending some amount of money to build up 12 



new gas capacity, but you're also spending a 13 



decent amount of money on solar power.  And 14 



something that's not included here is the cost to 15 



do energy efficiency measures, so that's a whole 16 



other cost that we don't yet quantify, but it's 17 



certainly assumed in these results.   18 



  So this is the last slide that I'll leave 19 



you with.  A more expanded view of the scenarios 20 



that we look at in what will become my thesis 21 



very soon, so notice the first -- before you get 22 



really worried about this chart, notice the $100 23 



per megawatt hour highlighted red box on the 24 



scale bar, I'm not suggesting that power costs go 25 
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up super exponentially in this figure, but rather 1 



there's a lot of different lines, so I've tried 2 



to highlight the differences in them.  So things 3 



that seem to matter in the 2030 timeframe, 4 



certainly a low gas price would reduce the cost 5 



of power.  Limited hydro, if we have some of the 6 



climate impacts of hydro and they would kind of 7 



come on early and drastically, having less energy 8 



from hydro could be a relatively large lever in 9 



power cost.  But by 2050, things change around 10 



again and, you know, it's really expensive to not 11 



have carbon sequestration around unless, of 12 



course -- and by 2050, you always have to have 13 



the caveat that a lot of innovation could happen 14 



if we started now or hopefully is already 15 



happening, so perhaps the no CCS case, you could 16 



think of that as moderated by the Demand Response 17 



case, which you see at almost the bottom and it's 18 



hard to see here, it parallels the purple line 19 



with the circle near the bottom.  So if we do 20 



various things, we can maybe come out with kind 21 



of an acceptable power cost in 2050, but we have 22 



to start implementing them now, so I really 23 



appreciate all the talk today about things like 24 



Demand Response, I think that's a great way to -- 25 
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and great intermittent renewables in the long 1 



term, and it can make something like that top 2 



line of $200 per megawatt hour a little less 3 



scary.  So I'd like to thank you for your time 4 



and take questions from the Commissioners.  5 



  COMMISSIONER MCALLISTER:  Thanks very 6 



much.  That's really interesting, a lot of 7 



information in those slides, which obviously we 8 



can't talk all the way through, and I appreciate 9 



all the effort that you put in over the last few 10 



years on this, and with Professor Kammen and the 11 



whole crew.   12 



  So just a couple of observations and I 13 



think I'll get to a question.  Certainly the 14 



difference between 2030 and 2050 is just right in 15 



our faces as far as a time horizon problem, and 16 



you know, we know that the investments in 17 



infrastructure that can be relatively long lived, 18 



are forward commitments in a very real way, so I 19 



guess I'm wondering maybe you can talk a little 20 



bit about how the model deals with if we invest 21 



in gas in the near term, you know, how does it 22 



sort of deal with the transition over to non-gas 23 



technologies to sort of get us all the way to the 24 



finish line in 2050.  25 
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  MR. NELSON:  Uh-huh.  Yeah, so it doesn't 1 



explicitly model kind of any market structure in 2 



which these gas plants could get cost recovery.  3 



When the model ends up installing a gas plant in 4 



a certain time period, it does so looking forward 5 



and seeing does installing that gas plant make 6 



sense in 2030, but also 2040 and 2050?  So when 7 



there's all that gas available in 2030, it is 8 



implicitly assuming that you're turning them 9 



down.  I think, you know, this obviously creates 10 



really interesting things that could happen from 11 



kind of a more market perspective, but in terms 12 



of what actually happens in the modeling 13 



perspective, the capacity factor of those assets 14 



gets turned way down, but they still kept on line 15 



for a handful of hours, and in those handful of 16 



hours, they're extremely valuable, so that's part 17 



of the reason why you see a decent amount of gas 18 



capacity in 2050, even though it's not being run 19 



much.  And I think one of the important things to 20 



think about in this kind of gas stranded asset 21 



problem is also just making sure we actually set 22 



long term targets such that if folks are actually 23 



figuring out this type of thing out by the 24 



market, that the market knows where we're going, 25 











    99 
 



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



 



there's more certainty in terms of where we're 1 



going, so that at least there can be some look at 2 



the future in terms of those gas plants knowing, 3 



"Okay, we're only going to get paid in a few 4 



hours, but we're going to get paid a lot."   5 



  COMMISSIONER MCALLISTER:  Yeah, so in a 6 



lot of ways, this is a very current discussion.  7 



You know, we're talking a lot about capacity 8 



markets and how to enable capacity of different 9 



flavors.  And I guess a big red flag is sort of 10 



how does our regulatory apparatus engage with 11 



these issues, you know, it takes a long time to 12 



site a power plant, to get new resources 13 



developed, you know, whether it's here or over at 14 



the PUC, kind of develop the regulatory structure 15 



around those sorts of things.  And so that's a 16 



many multiple year kind of activity typically.  17 



So I just find myself thinking about, okay, how 18 



can we engage in a coherent way, in a relatively 19 



nimble way, to enable decision-making in the time 20 



horizon that it's needed and allow ourselves to 21 



get ahead with some of these new technologies, 22 



whether it's storage, Demand Response, or what 23 



have you, that whole list there.  And I guess 24 



I'll just end by making an observation about, you 25 
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know, Chair Weisenmiller mentioned the behavior 1 



being a non-started back in the day and, you 2 



know, we are talking about with Demand Response, 3 



and there's tons of new technology that can 4 



enable it, and it's not as sort of stark of a 5 



behavior contrast, you know, and necessarily 6 



you'll make the decision once, and then sort of 7 



put it in place and automate it at the various 8 



levels in the grid, whether it's the customer on 9 



up to the region, or community, what have you.  10 



But whatever we put out there, whatever is 11 



developed, you know, needs to be relatively 12 



flexible, nimble, and be palatable for customers, 13 



and so I think we have to keep that in mind, as 14 



well.  So particularly -- if and when we're 15 



working through the utilities or other entities 16 



that actually have these customers and need to 17 



treat them right and keep them, they have to be 18 



offering services that the customers actually 19 



want.  So lots into the soup here, but really 20 



great work highlighting a lot of kind of 21 



interesting tradeoffs and it seems like this will 22 



have some fairly long term relevance.   23 



  MR. NELSON:  Thank you.   24 



  CHAIRMAN WEISENMILLER:  Yeah, thanks.  I 25 
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think my observations, I'd probably start with a 1 



John Geesman quote, which was that John thought 2 



once you're looking at 2050, it's probably more 3 



astrology than analysis, so that at least there's 4 



lots of uncertainty and lots of changes.  I mean, 5 



if you look back at huge, you know, to think back 6 



40 years or so, or 30 years ago, like when we 7 



started, and start saying there was no Google, 8 



although there was no Facebook, there was 9 



computers were those huge things somewhere that 10 



you fed cards into, so we're going to need a lot 11 



of innovation and particularly in the energy 12 



space, and it's very good to get a sense here of 13 



where some innovation needs to be, so that's 14 



really the valuable part here.   15 



  On the new nuclear, I was going to ask if 16 



you're envisioning fission or fusion?   17 



  MR. NELSON:  Oh, fusion, yeah, the new 18 



nuclear scenario needs to be taken with a grain 19 



of salt, it turns out it's basically kind of an 20 



economic test that says would it be economical.   21 



And we don't even allow it to be built in the 22 



state, we allow it to be sent in by wire, and it 23 



turns out, well, yes, it would be in theory, but 24 



it's not necessarily economics that drive the 25 
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nuclear story, so -- in part, certainly, but not 1 



totally.  So, yeah, just take it with a large 2 



grain of salt -- but fission, certainly.   3 



  CHAIRMAN WEISENMILLER:  Your friends at 4 



Livermore might not like that comment.   5 



  COMMISSIONER MCALLISTER:  Thanks very 6 



much.  So I'll pass it back to Suzanne and I 7 



think we have time for some public comment.  8 



  MS. KOROSEC:  Yes, we do have time if 9 



there are comments or questions on any of the 10 



morning's presentations, I know Mr. White from 11 



CEERT indicated his desire to make a comment.   12 



  MR. WHITE:  How's that?  Okay, thank you 13 



for having this workshop and thank you for 14 



letting me speak.  I think that keeping our eye 15 



on the far horizon is a really important thing to 16 



be doing now, given the opportunities and the 17 



challenges that we face.  I agree with Chairman 18 



Weisenmiller about the uncertainties regarding 19 



2050, but I think it's important that we begin 20 



now to look back from what success would look 21 



like in that period and what the challenges are, 22 



and what the opportunities are.  This is as much 23 



of the exercise that we undertook in the 24 



Renewable Energy Transmission Initiative under 25 
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Commissioner Geesman's leadership, which was to 1 



look back at what transmission would be needed to 2 



meet a higher level of RPS, and so we have more 3 



planning to do now than just transmission, we 4 



have to plan for decarbonizing the grid and for 5 



an ultra-low greenhouse gas emission level in our 6 



energy system as a whole.  I think it's important 7 



that we recognize the importance of decarbonizing 8 



our electric grid if we are going to become 9 



increasingly dependent on that electric grid for 10 



transportation services.  So when we think about 11 



raising the renewable target or the greenhouse 12 



gas target, we have to keep the Electric Vehicle, 13 



electrification of trains, all of that in mind 14 



because it means we're going to need much more 15 



clean energy than if we're simply trying to meet 16 



an RPS target.   17 



  I also want to follow-up on a note that 18 



Tim Tutt referenced about it's not time to raise 19 



the RPS to 51 percent, or whatever.  I think it's 20 



fair to say that it's not time to raise the 21 



existing RPS and its apparatus and its buckets 22 



and its complications and its effective bias 23 



against some parts of our Western Grid, and I 24 



think we need to think about geographic diversity 25 
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as we look ahead to both renewable targets, as 1 



well as the need to export.  I think one of the 2 



critical issues in getting to a zero energy load 3 



balancing system is to take good advantage of 4 



export and imports.  There's times of the day 5 



when we're going to be able and need to be 6 



thinking about exporting east to other states 7 



because we're going to have so much generation in 8 



the middle of the day with all of our solar.  We 9 



also have to think about the role of imports.  10 



Traditionally, imports have been an important 11 



part of balancing California's Grid, the hydro 12 



swaps and the seasons and also the imports from 13 



the southwest.  Those areas now are getting off 14 



of coal and that transmission is going to be 15 



freed up and it's going to give us opportunities 16 



to bring renewables in from places like Utah and 17 



Wyoming, over existing lines.  The municipal 18 



utilities have very valuable assets in this 19 



regard, as well as WAPA, so those resources can 20 



be matched to very very cost-effective, 21 



inexpensive resources, renewables that can be 22 



developed in other states.  So our planning about 23 



our infrastructure needs to be much broader than 24 



something like an RPS, we need to really be 25 
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thinking about decarbonizing the electric grid 1 



and participating in regional markets, including 2 



transmission, things like the energy imbalance 3 



market are going to be very important and a 4 



harbinger of things to come.  So I think that 5 



this is an important part of our planning, is 6 



that we're not just talking about having 7 



renewable mandates be increased, okay?  What 8 



we're talking about is having clean energy be the 9 



basis of meeting system needs, and what that 10 



means is that the renewables, the distributed 11 



generation, the energy efficiency, the Demand 12 



Response, all have to be organized and valued in 13 



a manner that reflects their contribution and 14 



their ability to contribute to meeting system 15 



needs.  The ISO is involved at the moment in a 16 



very important process, a fairly obscure acronym, 17 



the Flexible Resource Adequacy Criteria Must 18 



Offer Obligation, and in the fine print of that 19 



proposal, we will determine the extent to which 20 



Demand Response and energy efficiency and 21 



distributed resources will be able to participate 22 



in meeting the flexibility needs of the future.  23 



And it's important that the ISO's planning with 24 



that regard have the low greenhouse gas emission 25 
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needs of the future in mind.   1 



  I also think, as Chairman Weisenmiller 2 



noted, that the capacity market, or capacity 3 



auction, or the capacity payment process that's 4 



now being discussed by the PUC and the ISO is an 5 



important way of bringing Demand Response and 6 



other preferred resources to life.  One of the 7 



things I would observe about Demand Response is 8 



it's a little bit like that Mose Allison song 9 



about everybody crying mercy and don't know the 10 



meaning of the word; everybody is talking about 11 



Demand Response, but how do we get it going?  And 12 



our friends at the PUC have been part of the 13 



problem, as have our friends at the ISO, because 14 



both have different reasons for not enabling 15 



Demand Response, but the fact is it's not been 16 



enabled and, as a consequence, it's not available 17 



in robust numbers to meet the immediate needs 18 



that we have for the system.  So all of these 19 



details that are in front of us in the near term 20 



are going to dictate our ability to meet these 21 



goals in the long term.  So, to me, we have to 22 



begin with what's right before us, the chances 23 



and the choices that we face, meeting the needs 24 



of San Onofre, as well as the once-through 25 
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cooling, but at the same time keeping in mind and 1 



having a planning objective and a framework that 2 



recognizes that we need to get the least emission 3 



strategy going forward.   4 



  A couple of specific suggestions, I think 5 



the CEC siting process for natural gas plants 6 



needs to become more robust.  I realize everybody 7 



tells the story about the Legislature said we no 8 



longer will have the needs test, but that's not 9 



to say we can't have a robust alternatives 10 



analysis, particularly about the extent to which 11 



the gas plant has other competitors that, over 12 



the long term, might well be environmentally 13 



superior.  And I think we can have that 14 



conversation in the context of the siting process 15 



without disabling the opportunity to build new 16 



infrastructure.  I also think that, as we look at 17 



gas plants, we need to think about contingencies 18 



in terms of permitting and recognize that, while 19 



there is a long lead time, if we get started now 20 



to do some contingency permitting with the 21 



process that we have, we should be able to be 22 



quicker on the draw once we make a decision that 23 



we need some plants.  And for my colleagues in 24 



the environmental and environmental justice 25 
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community that don't want to build new gas 1 



capacity, I think it's important to recognize the 2 



difference between capacity and energy in the 3 



context of this debate and that getting plants 4 



built that then are limited in how much they have 5 



to be called upon is not a bad outcome here, and 6 



I think, you know, the extent to which we can 7 



marry the economics of building these projects 8 



with the understanding that we want them to run 9 



as little as possible, will make the air quality 10 



siting -- and, again, this at the same time that 11 



we have robust expansion of opportunities for the 12 



preferred resources.   13 



  Lastly, I think that we have to think 14 



about modernizing our gas fleet so that we can 15 



weed out the technologies that are not suitable 16 



to the purposes of the future, we've got a lot of 17 



plants that are on a 40 percent minimum load and 18 



90 minutes to full power; in the middle of the 19 



day, we're not going to want those plants on, 20 



we're going to want them modernized and updated 21 



and made part of a fast response, quick ramp 22 



fleet that can be minimized and yet still be 23 



available to provide us with capacity.   24 



  Transmission also needs to be combined 25 
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with this long term view and we need to 1 



particularly see that the DRECP is heading us 2 



towards greater dependence on the less 3 



environmentally sensitive areas of the state, 4 



this includes especially Imperial County and 5 



Riverside East, these are areas where 6 



transmission needs to go and be expanded to 7 



enable those resources to come out, that's a part 8 



of the 2030 vision because whatever other 9 



scenario you have, there's going to be a need for 10 



those transmission links.   11 



  And then on the issue of innovation, one 12 



thought is that perhaps when we get time to look 13 



at the Scoping Plan and the allocation of funds 14 



for the AB 32 revenues, we should look at 15 



something like an innovation tariff that could be 16 



administered to provide incentives for the kinds 17 



of technologies we need, be they storage, be they 18 



advanced DG, I think it's time to think about 19 



combining those programs and maybe running them 20 



through the Air Resources Board rather than 21 



through the PUC.  I think the PUC's success has 22 



occurred in other areas rather than in running 23 



procurement for multiple technologies, and I 24 



think we need to think about the distributed 25 
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technologies especially that are needed to meet 1 



greenhouse gas goals, whether it's low emission 2 



methane digesters or other kinds of utilization 3 



of fuels and resources that are needed to meet 4 



the greenhouse gas goals, I think that's not a 5 



purely energy decision, it's one where there's 6 



significant environmental externalities to be 7 



managed, and I think that also will be 8 



infrastructure that we need to have in place by 9 



2030 and beyond.  So with those comments, I'll 10 



leave you to any questions you might have.  11 



  COMMISSIONER MCALLISTER:  Thanks, John.  12 



I would encourage you to submit some written 13 



comments on that.  I know you -- well, you may 14 



already have those prepared.  But, yeah, good 15 



stuff.  I mean, obviously the heavier the lift, 16 



you know, you brought up some probably what would 17 



end up being some jurisdictional issues toward 18 



the end there --  19 



  MR. WHITE:  Well, you have good public 20 



process, better than almost anybody, so we tend 21 



to bring ideas to the Energy Commission in part 22 



because it's a place to get them vetted.  The 23 



IEPR has served this function and I think during 24 



the process we're now in between the agencies, 25 
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Chairman Weisenmiller's leadership and your role 1 



in important, so even though there are 2 



jurisdictional issues, we think the conversation 3 



is good to have here. 4 



  COMMISSIONER MCALLISTER:  Oh, certainly.  5 



Thanks for that and certainly we've got to start 6 



somewhere, so getting it on the table and talking 7 



about it is the first step.  So thanks.  8 



  MR. WHITE:  Thank you.  9 



  MS. KOROSEC:  The next person who has 10 



asked to speak is Ray Pingle from Sierra Club.  11 



  MR. PINGLE:  My name is Ray Pingle from 12 



the Sierra Club.  Thank you, Commissioners, for 13 



the opportunity to present my comments today.  I 14 



wanted to make one brief comment on the cost of 15 



concentrating solar power with thermal storage 16 



that Mike had mentioned in his presentation.  And 17 



at the March CEC workshop on the LCOE workshop, a 18 



draft report indicated that the LCOE cost of 19 



solar generation with -- I think it was 10 or 12 20 



hours of thermal storage -- was in the range of 21 



13 to 14 cents per kilowatt hour, which was very 22 



similar to the LCOE for natural gas-fired plant, 23 



newly built combined cycle plant, which was also 24 



very close to the cost of a 100 megawatt solar 25 
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utility.  So while the solar storage for CSP 1 



plants, the capital costs, the initial costs are 2 



high, the LCOE is, at least in this draft report, 3 



it was a draft report, it's not finalized yet, is 4 



similar to other generation.  5 



  I wanted to start off with two context 6 



things.  One is that we've been talking about 7 



2030 and also the context of 80 percent reduction 8 



by 2050, and yet we all read the papers, we all 9 



read the scientific reports that global warming 10 



is happening much more rapidly, impacting our 11 



society much more severely than was previously 12 



forecast, and I think the way that many of us 13 



would read the political tea leaves is that we 14 



will come up with more aggressive goals, much 15 



more aggressive than 80 percent by 2050.  And so 16 



I think we need to keep that in our assumptions.  17 



We don't want to take the accounting perspective, 18 



and I've got some good friends who are 19 



accountants, it's just looking backward, looking 20 



at what is the case today, we need to make 21 



reasonable assumptions going forward.  So, a) I 22 



think we need to be putting these plans together, 23 



and the context most likely scenario is that 24 



we're going to be doing things faster because we 25 
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have to.   1 



  The second context is we're basing all 2 



this on economics.  Sierra Club is all in favor 3 



of putting forth cost-effective scenarios, we do 4 



care about cost very much, but we have to put it 5 



in the context if we're looking at cost in this 6 



case of electricity, but what are the costs of 7 



electricity if we save a few pennies on the 8 



electricity sector, but it cost society dollars?  9 



That's a bad investment.  And so I think the 10 



economics we should put in that context.  11 



  The last main point I wanted to make is 12 



what gives the Sierra Club the greatest concern 13 



is when we hear news of building new gas-fired 14 



power plants, and I'm very empathetic with Mike 15 



and LADWP, you've got a huge lift with coal plant 16 



retiring, OTC, tremendous amount of change, and 17 



you have to make it work because I know heads 18 



roll if the lights don't stay on, so I really do 19 



appreciate that; however, having said that, I 20 



think we look at when do we need these resources, 21 



how many years do we have before we really need 22 



them, and I understand we have to plan ramp times 23 



to build gas-fired or whatever else we might do, 24 



transmission, but how many years do we have?  25 
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Will these technologies work?  And what are they 1 



going to cost?  So, on the when do we need them, 2 



we don't need all these OTCs to be re-fired in 3 



the next five years or so, we've got some time, 4 



so maybe we've got the first one coming up that 5 



we need to consider, but the solution to that 6 



doesn't have to apply to all the other ones.  As 7 



far as what technologies can we use to integrate 8 



renewables, there are a number of storage 9 



projects underway, PG&E has got its four megawatt 10 



program, we've got Anatolia with SMUD, there's 11 



international projects going on all the time.  I 12 



think in the next three or four years, we're 13 



probably going to have a pretty good idea of how 14 



these things work, how well they work, the best 15 



ways to deploy them, and so I think we should 16 



make a reasonable optimistic assumption that 17 



let's assume that we'll know -- and of course, it 18 



will evolve for decades -- but we'll have a basic 19 



understanding of how these things can work in a 20 



few years, and if that doesn't happen, then we go 21 



to Plan B.   22 



  There's also the DOE-funded JCESR project 23 



which started last year, and the goal of that 24 



project, as many of you know, is to create a 25 
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battery that's five times as energy dense and 1 



one-fifth the cost within five years.  The German 2 



Government has launched a similar project.  3 



Whether they absolutely succeed or not, I think 4 



there's a fairly high likelihood that they will 5 



on a global basis come pretty close to that.  So 6 



I think the technology is there, well, certainly 7 



within the timeframe over the next few years, to 8 



avoid the need to build a lot of natural gas-9 



fired plants.  And then, in terms of what the 10 



costs will be, if the DOE is at all successful, 11 



some of these other research efforts and 12 



commercialization efforts are successful, it will 13 



be cost-effective, especially when compared with 14 



natural gas-fired plants that are presented from 15 



Berkeley, were saying that these gas plants need 16 



to be phased out between 2030 and 2050.  So then 17 



if you start looking at the LCOE cost of some of 18 



these natural gas plants, instead of having a 40-19 



year economic life, they have a 20-year economic 20 



life; those get to be very very expensive.  So 21 



anyway --  22 



  CHAIRMAN WEISENMILLER:  Yeah, although 23 



I'd point out the contracts for the plants are 24 



for 10 years, I would probably argue that 20 is a 25 
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more coherent approach, but they're not 50-year 1 



contracts.   2 



  MR. PINGLE:  Oh, I -- well, thank you.  3 



At any rate, so the biggest concern we have is 4 



the continued discussion of the need for a lot of 5 



new natural gas-fired plants, repowering all the 6 



OTC plants with natural gas-fired plants.  We 7 



would just urge the Commission to really explore 8 



taking a more nuanced approach to do the absolute 9 



minimum necessary and start building in some of 10 



these more likely assumptions that battery 11 



storage and other storage technologies will be 12 



coming on board cost-effectively, and they will 13 



work within just a few years, they already are in 14 



many cases.  Thank you very much.  Any questions?  15 



  COMMISSIONER MCALLISTER:  No, thanks very 16 



much for being here.  I appreciate it and I think 17 



there's a lot going on in the storage space and a 18 



lot of differing opinions about that last 19 



statement you just made, but I think there's such 20 



a diversity of technologies out there, that there 21 



are likely to be some good winners in there and, 22 



you know, we're kind of in the mode of supporting 23 



across the board, and see which ones emerge and 24 



help the marketplace figure that out.  25 
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  MR. PINGLE:  Yeah, and I think it's a 1 



portfolio of storage solutions.  I spoke mostly 2 



to energy storage, but there's many others, as 3 



well.  4 



  CHAIRMAN WEISENMILLER:  Yeah, that was 5 



very good.  We appreciate your comments. I guess 6 



the good news is, relative to Germany, we are not 7 



building new coal plants.   8 



  MR. PINGLE:  Thank you very much.  9 



  MS. KOROSEC:  All right, does anyone else 10 



in the room have a comment or a question?  Can 11 



you come up to the microphone, please?  Thank 12 



you.  And identify yourself for the people on 13 



WebEx.  14 



  MR. VESPA:  I'm Matt Vespa from the 15 



Sierra Club.  I just had some questions on some 16 



of the presentations that we saw, specifically -- 17 



and thank you very much for this opportunity -- 18 



for the CAISO, you talked about increased 19 



regional coordination, benefits of renewable 20 



integration, enlisted reserves, sharing dynamic 21 



scheduling, energy imbalanced markets.  Can you 22 



talk a little bit about how those benefits 23 



translate into your modeling and procurement 24 



decisions, so actually see the benefits of energy 25 
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imbalance market, for example, and avoiding new 1 



gas commitments?   2 



  MR. LIU:  In our modeling, if we model 3 



the joint dispatch, so that's beyond the current 4 



energy imbalance market.  Currently, energy 5 



imbalance market is just getting started and the 6 



ISO is working with (indiscernible).  However, in 7 



our modeling, we are assuming that all the 8 



balancing authority areas are dispatched jointly, 9 



so that's beyond that.  And in our modeling we 10 



have not the models, the reserves sharing yet.  11 



That's an area that we have to explore, the 12 



possibility, the assumptions, how much can be 13 



shared, and the (indiscernible) certain kind of 14 



area, and between certain balancing authorities.  15 



And for the dynamic kind of scheduling, we are 16 



modeling that some of the resources from our side 17 



of the state can provide load following in the 18 



reserve.  That is a portion of dynamic because 19 



hourly fixed schedule that the resources cannot 20 



provide that, so we are modeling that as a 21 



portion of it.  If we have a full scale, we don't 22 



have full scales, so not everybody and the Air 23 



Resources (indiscernible) state can provide it.   24 



  MR. VESPA:  So we hear a lot of the 25 
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benefits -- this is kind of a little awkward here 1 



-- of EIM, so for example, flexible capacity 2 



procurement, reducing the flexible capacity needs 3 



within that regime, having been in that RA 4 



proceeding, you know, EIM was talked about, but 5 



the benefits were never expressed, or the 6 



potential benefits were never expressed.  So when 7 



can we see that coming?  Would it be the next 8 



year coming up?   9 



  CHAIRMAN WEISENMILLER:  It might be after 10 



the FERC approves it.   11 



  MR. VESPA:  Yeah, but we're talking about 12 



-- I understand that, but it is something that's 13 



coming and I think, when we're talking about 14 



planning for the future and what our needs will 15 



be, my sense has been there has not been a sense 16 



of what those benefits could potentially be 17 



within those contexts.   18 



  CHAIRMAN WEISENMILLER:  Yeah, that's 19 



fair.  But like I said, I think you'll see a lot 20 



more analysis on the benefits as they move 21 



through the FERC process.   22 



  MS. KOROSEC:  All right, do we have any 23 



other questions or comments in the room?  All 24 



right, we have nothing on WebEx, so we're going 25 
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to open the phone lines just to give those folks 1 



an opportunity.  So your phone lines are open if 2 



you have any questions?  All right, hearing none, 3 



I think it's time for us to take our lunch break.  4 



We had planned to return at 1:30, so we'll see 5 



everybody back here then.   6 



  COMMISSIONER MCALLISTER:  Great.  Thanks, 7 



everybody and see you in the afternoon.   8 



(Break at 12:16 p.m.) 9 



(Reconvene at 1:33 p.m.) 10 



  MS. KOROSEC:  We're starting our 11 



afternoon session and our first speaker this 12 



afternoon is going to be Christopher Yang from 13 



U.C. Davis Institute of Transportation Studies.  14 



Chris.  15 



  MR. YANG:  Thank you very much.  Glad to 16 



see a bunch of you here.  And I am talking today 17 



about electricity and Plug-In Vehicles in 18 



California, it's obviously a pretty broad topic, 19 



a lot of interesting facts just because now we 20 



have some Electric Vehicles on the market, so 21 



hopefully it can shed some light on kind of where 22 



we are now and potentially where we might be in 23 



20 years or so.  24 



  Initially I'll put in a plug for 25 
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Sustainable Transportation Energy Pathways 1 



Research Program at U.C. Davis.  We are looking 2 



at a multitude of different fuels that we think 3 



are useful, looking long term at, say, 2050 and 4 



kind of reducing greenhouse gas emissions fairly 5 



significantly.  So hydrogen, biofuels, 6 



electricity, and fossil fuels, trying to 7 



understand them from a number of different 8 



factors, both from the consumer side and business 9 



and innovation aspects, as well as infrastructure 10 



for fuels, for charging, for refueling stations, 11 



and then also looking at policies and market 12 



instruments, and so forth.  And all these we're 13 



putting together kind of into scenarios that 14 



hopefully can help us, stakeholders, the State, 15 



and so forth, understand what policies, what 16 



technology changes, may lead to in terms of 17 



adoption and so forth.  So it's hopefully up the 18 



alley of what you guys are talking about today.  19 



So just in terms of the current context, looking 20 



at sales of hybrids over the last decade or so, 21 



1999 is kind of when the first Honda Insight was 22 



released in the U.S., I think they only sold less 23 



than around a dozen or so vehicles that year, so 24 



2000 may be really the first year.  But what we 25 
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see is fairly slow uptake until about 2004, and 1 



then really what we see in the 2004-2005 2 



timeframe is a couple things, 1) introduction of 3 



the Gen2 Prius, which is much better than the 4 



Gen1 Prius, and then also introduction of a lot 5 



of Hybrid SUVs, so we're talking about getting 6 



kind of that model diversity that people want, so 7 



obviously not everyone wants to drive a small 8 



four or five seater, and so you start to talk 9 



about larger vehicles, and really what you see is 10 



this green bar, the blue is all Prius sales, and 11 



then green is every other hybrid in the market, 12 



so certainly the Prius is the kind of dominant 13 



type of hybrid out there.   14 



  And then after about a decade or so, we 15 



got to about three percent of sales in the U.S., 16 



it's more like seven or eight percent in 17 



California.  You might have heard that the 2012 18 



Prius was the bestselling car in California, as 19 



well, last year.   20 



  So this is the line that you want to look 21 



at in terms of plug-in electric vehicle sales, so 22 



these include plug-in hybrids, as well as battery 23 



electric vehicles.  And what you see here is 24 



their introduction, you can add 10 years, so 2010 25 
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timeframe out to 2013, and the 2013 number is an 1 



estimate for this year based on the first seven 2 



months of sales so far.  And what you can see 3 



obviously is that it's a little bit higher than 4 



the sales of hybrids had been 10 years ago, and 5 



that's obviously a good thing.  What we're seeing 6 



is that we have more adoption, we also see a lot 7 



more models in the marketplace than we did 10 8 



years ago.  In 2003, there were still only three 9 



hybrids out there, the Insight, the Civic, and 10 



the Prius, whereas I think there's something on 11 



the order of 10 or 15 different electric vehicles 12 



out there.   13 



  So as I said, adoption rates so far have 14 



been pretty good and I think I've actually 15 



mentioned most of this, the hybrids saw a big 16 



jump.  And so the big question is can PEVs keep 17 



up their momentum, so a big challenge, again, is 18 



this model diversity question.  Right now, all of 19 



the vehicles are relatively small.  There is a 20 



Toyota RAV4, so that's obviously a larger 21 



vehicle, that's one option if you do want a 22 



larger vehicle, but generally speaking most of 23 



the vehicles are quite small, sort of in that 24 



small and mid-size compact size range.  And so it 25 
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is a challenge to imagine getting those larger 1 



vehicles just because of the cost of the 2 



batteries and the energy requirements associated 3 



with moving around these larger vehicles.   4 



  And so these tables show kind of the 5 



number of different models of different types of 6 



cars and trucks that happened over the course of 7 



the history of hybrids, as well as what we have 8 



so far in terms of Plug-In Electric Vehicles.  As 9 



you can see, there's already 14 different models 10 



in 2013 for Plug-In Electric Vehicles.  Again, a 11 



lot of these are ZEV compliance cars; these are 12 



cars that the automakers are bringing out 13 



essentially to meet the ZEV mandate, they're not 14 



hoping to sell anymore, and several automakers 15 



have indicated that they're not planning to sell 16 



more than the number that they're sort of 17 



required to build for ZEV compliance, partially 18 



because they're selling them at a very steep 19 



discount to their actual cost of production.   20 



  So then looking at kind of more the 21 



longer term case for PEV adoption, what we can 22 



think about is home-based charging can be a 23 



challenge in the longer term, so there's been 24 



some studies that have been done so far and about 25 
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50 percent of Californians have convenient access 1 



to charging where they park their car at night, 2 



so certainly that's one key issue.  If you don't 3 



have a place to plug in your car, then you're 4 



obviously not going to necessarily buy a car.  5 



Now, there's other options for workplace charging 6 



and public charging, but, again, given the range 7 



limitations of these vehicles, something on the 8 



order of 50, 100, 150 miles is certainly 9 



reasonable.  You're going to have to refuel this 10 



vehicle much more often.  So if you don't have 11 



access to that home-based charging, it's going to 12 



be more inconvenient, especially given the 13 



timeframes, you know, 30 minutes to several hours 14 



to refuel your car.   15 



  And then I note here, in cities the 16 



number can be significantly lower.  There's been 17 



estimates -- and I don't have a good reference 18 



for it -- but there's been estimates that, for 19 



example, San Francisco residents, about 16 20 



percent have a dedicated off-street parking space 21 



for their car and everyone just sort of parks on 22 



the street and they try to find a good parking 23 



spot hopefully within a few blocks of their 24 



house.  Certainly that doesn't provide a good 25 
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infrastructure for home-based charging.  1 



  So, again, focusing down on Plug-In 2 



Vehicles in California, about 40 percent of U.S. 3 



Plug-In sales have been in California, so we're 4 



obviously over-represented in Plug-In sales; 5 



California is about 11 percent of the population, 6 



and about 23 percent of hybrid sales have been in 7 



California.  And as of a couple months ago, we 8 



had about 45,000 PEVs sold in the state.   9 



  So that's kind of the near term picture 10 



of where PEVs are.  I want to talk a little bit 11 



about the charging impacts.  So there's a couple 12 



of different things that you need to think about, 13 



one is how many vehicles are there actually going 14 



to be in a reasonable timeframe.  And I think the 15 



discussion here is about 2030, so thinking out 16 



about two decades, how many vehicles could we 17 



imagine being on the road.  And then also, their 18 



timing of their charging.  When are they plugging 19 



in, what are their incentives for off-peak 20 



charging, and so forth.   21 



  And then, just in terms of giving you 22 



kind of a rough rule of thumb, a million battery 23 



electric vehicles, this is sort of a Nissan Leaf 24 



type vehicle, it goes 12,000 miles a year, it 25 











    127 
 



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



 



consumes .35 kilowatt hours per mile at the plug, 1 



and would add about one percent to the 2030 2 



California electricity demand.  So right now in 3 



California we have something on the order of 25 4 



million cars, so four percent of cars adds about 5 



one percent to electricity demand.  And then 6 



that's for battery electric vehicle; obviously, 7 



if you have a Plug-In Hybrid that uses gasoline 8 



and electricity, that number will be lower 9 



depending on the utility factor, what percent of 10 



those miles happen on electricity.  And so that's 11 



going to be a function of obviously the size of 12 



the battery, the person's driving patterns who 13 



actually owns the car, and then actually the 14 



charging availability.  You know, a lot of 15 



people, once they get into a plug-in hybrid, they 16 



definitely want to maximize the amount of driving 17 



that's done on electricity, and so then you can 18 



imagine trying to plug in everywhere you can -- 19 



at work, at home, at your friend's house, and so 20 



forth, and then you can really maximize -- you 21 



can get 100 percent electric driving even with 22 



like a Volt or some smaller vehicles, depending 23 



on your driving behavior.   24 



  And then charging demand.  I think this 25 
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is kind of the big question.  Plug-In Vehicles 1 



can be a flexible supply following demand.  2 



Vehicles are parked 95 percent of the time, so if 3 



they're plugged in, there is potentially the 4 



ability for them to respond to signals or 5 



intelligence in the car itself to decide when 6 



they should be charging.  7 



  The other question is the ubiquity of 8 



public charging infrastructure.  Again, what we 9 



find today is that a lot of people plug in just 10 



because there's a charger there, even though they 11 



don't necessarily need the charge, you know, if 12 



they have Leaf and they're only going 20 miles, 13 



and they have 75 mile range, there's an empty 14 



charger, I'll just plug in, and they'll charge 15 



their car just a little bit even though it's not 16 



necessary to charge during that time, and that 17 



might be adding to -- at least certainly daytime 18 



charging, if not peak hour charging.  Again, the 19 



question is how much of this charging will be 20 



sort of "dumb" charging versus smart charging, 21 



whether it's responding to utility signals or 22 



just other timing, you know, I set a timer on my 23 



vehicle and I'm not going to charge until 1:00 24 



a.m., that sort of thing.  And then again, what 25 
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are the utility incentives, and then how much do 1 



people actually respond to those incentives, just 2 



because it may be not as transparent and, as 3 



well, the cost is potentially much lower than the 4 



cost of driving a gasoline vehicle, so it might 5 



cost a dollar to charge my vehicle during the 6 



middle of the day instead of 20 cents at home, or 7 



50 cents at home, you know, is that enough of an 8 



incentive to make me change my behavior?   9 



  So looking at some of the future 10 



projections for plug-in electric vehicles, I just 11 



compiled a few studies that have looked at this 12 



and some of them are for the U.S. and I tried to 13 



scale it down to the California context using, 14 



again, some of those numbers for the percent of 15 



vehicles sold in the U.S. versus California, both 16 



for Plug-Ins, as well as for Hybrids.  And so, 17 



for example, the highest case, this light blue 18 



line here, is the National Academies did a study 19 



on Plug-In Hybrid Vehicles a couple years ago and 20 



they came up with a maximum potential case, and 21 



this is really -- they spoke with a lot of 22 



automakers and said, "How fast can you possibly 23 



ramp up production of these new technologies?"  24 



This has nothing to do with what the demand for 25 
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those technologies is, but just if you were to 1 



build all of these factories now, as quickly as 2 



possible, what is that rate that you could 3 



imagine bringing these vehicles to market.  And 4 



so this is kind of the curve that they developed 5 



for that case.  6 



  What you can see is -- and this is a log 7 



scale, so hopefully it's not too hard to read -- 8 



but what you can see is, by 2030, we're talking 9 



about -- again, this is also in thousands of 10 



vehicles -- so we're talking about seven to eight 11 



million Electric Vehicles just in California.  12 



Another study, I think you might have heard from 13 



others who looked at the California Energy 14 



Futures work, estimates something more on the 15 



order of three million cars in California by 16 



2030, in this red box.  The NRC had what they 17 



called a probable case, which is more likely 18 



based on both demand, as well as the cost 19 



productions that they foresaw coming, and so 20 



that's very similar to the California Energy 21 



Future project and the 2.5 million vehicle range.  22 



The ZEV Mandate doesn't go out to 2030, it only 23 



goes out to 2025, but what you can see is what we 24 



have is just cumulative sales out to 2025 is 25 
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about 1.3 million vehicles, assuming that they're 1 



all battery electric vehicles, so obviously the 2 



ZEV Mandate can be met by a number of different 3 



technologies, fuel cells and so forth.  So this 4 



is just a ZEV case that's assuming only battery 5 



electric vehicles, which probably is not very 6 



likely to happen.   7 



  And then in the AEO, the Department of 8 



Energy's Annual Energy Outlook, has a very low 9 



number, something on the order of 600,000 10 



vehicles.  And again, we're talking about in the 11 



first three years we already sold about 45,000 in 12 



California.  So obviously this is a pretty wide 13 



range.  We have more than a factor of 10 between 14 



the very high and the low range.  I'll also note 15 



that the CEC's own California Energy Demand 16 



Forecast estimated somewhere between two to seven 17 



terawatt hours in 2022 and I sort of extrapolated 18 



those growth rates out to 2030, and you're on the 19 



order of five to 13 terawatt hours.  And just to 20 



put these vehicle numbers in context, again, 21 



looking at that NRC maximum case, in the order of 22 



eight million vehicles, that could potentially be 23 



up to 35 terawatt hours, or 10 percent of 24 



California electricity demand, again, if those 25 
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were all battery electric vehicles, and then if 1 



you assume a kind of more moderate mix of plug-in 2 



hybrids, as well as battery electrics, it's down 3 



to 24 terawatt hours, or about seven percent.  4 



And so, again, the CEC's projections, as well as 5 



kind of the more moderate cases sort of in this 6 



two to three million vehicle range, again, we're 7 



talking about kind of two to four percent 8 



potentially of California electricity demand that 9 



would be needed to supply electric vehicles.   10 



  So these numbers don't seem very big and 11 



so certainly the case can be made that we don't 12 



necessarily have to worry too much about these 13 



vehicles adding a lot of electricity demand.  14 



Again, the question is when are they charging, 15 



and if they're all charging at 5:00 p.m. or 6:00 16 



p.m. on a summer afternoon, then obviously that 17 



can be quite problematic, but most people would 18 



think that the majority of vehicles, again, would 19 



be charging kind of in the evenings and you 20 



really just have to provide small incentives to 21 



get people to either not plug in right away when 22 



they get home, or plug in, but have essentially a 23 



timer if you want to go fairly crudely to change 24 



the charging to a midnight or 1:00 a.m., or 25 
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actually that you can have some even greater 1 



intelligence in that charging process.  2 



  Looking specifically at the issue of 3 



timing of vehicle charging and perhaps more 4 



importantly at the flexibility of that vehicle 5 



charging, this is a study that I did that really 6 



looks at the potential for vehicles as a flexible 7 



load, and their ability to help essentially 8 



follow demand, so thinking out to 2030 timeframe, 9 



you can imagine, well, in the near term we have 10 



kind of what I like to call active and passive 11 



elements to the grid.  So active things are 12 



essentially load following, things that respond 13 



to conditions on the grid, so a natural gas power 14 



plant is something that can ramp up and down in 15 



response to changes in electricity demand, and 16 



what we tend to think of demand as being as 17 



passive, you know, people turn on their lights or 18 



turn on their air-conditioners when they need 19 



those things, and there's fairly -- I mean, 20 



there's obviously Demand Response programs, but 21 



the ability to change the timing of that is right 22 



now fairly small.  And so this is kind of the 23 



current paradigm.  But we also obviously have a 24 



lot of what I would call passive generation 25 
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that's being added to the grid, these are wind, 1 



power plants, solar PV, as well as utility scale 2 



solar thermal.  And they are also not as able to 3 



respond to grid conditions.  They generate when 4 



the resource is available and the grid 5 



essentially has to respond typically with kind of 6 



ramping up and down of these natural gas plants.  7 



But we can also imagine vehicles or other grid 8 



storage on the system that can also essentially 9 



dynamically respond to those changes that we see 10 



in terms of that passive generation.  And so this 11 



is just a -- I'll show a couple of slides that 12 



show kind of the simulation of using a grid 13 



dispatch model for California.  I'm looking at 14 



about 25 percent PEV penetration in 2030, which 15 



amounts to about six percent of total electricity 16 



demand, and a very smart charging system, so one 17 



where the charging is directly responsive 18 



essentially to when the best time would be to 19 



charge -- in this case, from a utility's 20 



perspective.  So what you can see here is, down 21 



at the bottom, just kind of the different 22 



resources that are used to meet demand, so 23 



nuclear, we have a lot of renewables, in this 24 



case it's a wind intensive case, so it more 25 
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follows wind generation, and then we also have 1 



some hydro, and then the rest is natural gas, 2 



either combined cycle, or combustion turbines. 3 



And what you can see is that the model 4 



essentially decides when these vehicles are 5 



charging, they mostly occur, you can see, at 6 



nighttime, so in the troughs here you have high 7 



kind of charging, and this red line indicates 8 



when the vehicles are charging, and you can see 9 



they follow somewhat the wind profile.  So the 10 



wind is sort of kicking up after the peak 11 



electricity demand, and so that's kind of when 12 



the electric vehicles are also charging, and at 13 



nighttime, as well, also just to level the load 14 



and increase the capacity factor of some of these 15 



more baseload plants, or the combined cycle 16 



plants.  And so you can also just see what kind 17 



of the marginal and average emissions associated 18 



with that are.   19 



  In this case, looking at not a wind 20 



intensive grid, but a solar intensive grid, you 21 



can see that -- so this is the solar generation 22 



by day, and then you can see the demand sort of 23 



peaks later than the solar generation does, 24 



obviously, solar generation typically peaks 25 
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around noon, peak electricity demands are in the 1 



early to late afternoons.  And so what you can 2 



see is that there's excess solar generation in 3 



the early mornings when solar generation is 4 



ramping up, but that the electricity demand 5 



hasn't quite followed, quite caught up yet, and 6 



so there's a lot of these excess generation where 7 



the vehicle charging is all occurring in the 8 



morning, the middle of the morning, you can 9 



imagine that would correspond to these people 10 



driving to work and then plugging in right then.  11 



But again, this is sort of an optimization 12 



approach, so it doesn't necessarily take into 13 



account exactly when people would want to charge, 14 



this is a system analysis that looks at when 15 



would be best from a utility perspective.   16 



  So then just to kind of summarize what 17 



you can see, on the left side is the wind 18 



intensive case, and on the right side is the 19 



solar intensive case.  You can see the most 20 



charging occurs in the wind case early in the 21 



morning, 1:00 to 4:00 a.m., and then each of 22 



these columns is a month of the year, and this is 23 



24 hours of the average day of that month.  And 24 



then what you can see here for the solar 25 
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intensive case is that we have essentially a 1 



charging occurring mostly right after solar 2 



generation starts, but before that peak starts to 3 



ramp up in electricity demand.   4 



  And then the bottom graph just shows the 5 



marginal vehicle emissions associated with 6 



charging those vehicles.   7 



  Again, just thinking about these Electric 8 



Vehicles and the grid in the longer term, right 9 



now what I was describing was flexible charging, 10 



so it's kind of a one-way process, vehicles 11 



choose to charge or not, depending on signals 12 



from the utility or prices that they might 13 



receive.  You can also imagine V2G flow of 14 



electricity into cars and potentially out of 15 



cars.  There's been some demonstrations early on 16 



looking at just regulation services and so forth, 17 



but just with the potential even for kind of 18 



firming renewable resources and so forth.  19 



Another potential issue, or benefit of plug-in 20 



vehicles is that, even after the batteries are 21 



essentially retired from vehicles, they may still 22 



have quite a bit of useful life left, 70-80 23 



percent of their capacity.  And so there's been 24 



some studies looking at the second use of 25 
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batteries as grid storage and I note here that 1 



100,000 used PEV batteries can provide about 1-2 2 



gigawatt hours of grid storage after it's retired 3 



from the car.   4 



  So in terms of generation, again, the 5 



numbers on the order of a few percent are 6 



probably not very concerning from a generation 7 



asset standpoint, but the distribution level 8 



effects can be quite important.  So what we've 9 



noted is there's quite a regionalization of 10 



sales.  I noted that 40 percent of the PEV sales 11 



in the U.S. are in California, you can actually 12 



disaggregate even more and look at, you know, 13 



it's happening mostly in the coastal areas, both 14 



the Bay Area, as well as Southern California, 15 



it's heavily skewed towards those areas.  So once 16 



you get down to even the neighborhood or Zip Code 17 



level, you can see there's a very strong 18 



clustering of these vehicles in certain 19 



neighborhoods.  And as I note here, Nissan Leaf 20 



uses about 4,000 kilowatt hours per year, which 21 



is similar to an average California home, a 22 



little bit less, but on the same order.  So, 23 



again, if someone goes out and buys a Leaf or a 24 



Tesla, or something like that, that can add 25 
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obviously a significant amount to the substation, 1 



as well as the individual pull transformer level 2 



and that's something that the utilities need to 3 



concern themselves with.   4 



  This is just a picture from San Diego, 5 



and what you can see is that we have really 6 



strong clustering of sales.  Each of the green 7 



dots is a PEV sale in California, and there's 8 



fairly strong clustering in certain neighborhoods 9 



in certain areas, and it's mostly going to 10 



continue to follow the same pattern over time.   11 



  So I'll just briefly mention one other 12 



thing that is relevant.  So within our next steps 13 



program at ITS, we're doing some energy systems 14 



modeling for California, again, trying to 15 



understand the technology options for meeting 16 



these deep greenhouse gas reductions by 2050, and 17 



so obviously our primary focus is looking at 18 



transportation, the vehicles, the fuels, as well 19 



as the electric sector and trying to understand 20 



how all these pieces can fit together to again 21 



meet our greenhouse gas targets for the 2050 22 



timeframe.  And so just some, I think, relevant 23 



results from this modeling, it's still ongoing, 24 



but what we see is that by 2050 electricity has 25 
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to be almost fully decarbonized, potentially 1 



nuclear, certainly significant renewables, and 2 



then some fossils with CCS is found in many of 3 



the scenarios that we developed.  Transportation 4 



reduces the emissions, but certainly less than 5 



other sectors, and then we have significant 6 



increases in vehicle efficiency and use of 7 



biofuels.  And then at least one of the prominent 8 



sort of technology options that the model seems 9 



to like is biofuels made with CCS, so that's 10 



essentially a negative carbon option because we 11 



can take the carbon that's in the biomass, make 12 



some biofuel, and sequester a significant amount 13 



of carbon and we actually get essentially an 14 



offset, which lets us continue the use of 15 



petroleum.   16 



  Okay, so just to kind of sum up, there's 17 



still a lot of questions remaining about plug-in 18 



electric vehicles, they're in their infancy and 19 



commercialization.  There was obviously a lot of 20 



pent up demand among early adopters who wanted 21 



electric vehicles, and so they were waiting quite 22 



a long period of time, and they may have 23 



purchased hybrid vehicles to sort of satisfy 24 



their demand in the near term, but there was 25 
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certainly a number of people who were waiting for 1 



that.  And so then the question is, who are those 2 



next buyers going to be of the Generation 2 and 3 



Generation 3 vehicles?  How many of them are 4 



there?  And can we actually reach sort of this 5 



early mass market, kind of the place that we are 6 



with hybrids where we're starting to talk about 7 



not just a percent or two, but five or 10 percent 8 



of the market, still not maybe as big as we would 9 



want it to be, but it's a place where we need to 10 



understand what the needs of the market are in 11 



terms of range and body styles and all the things 12 



that go along with it.  And then there's other 13 



questions about, as I said, larger vehicles, how 14 



important public infrastructure is given the 15 



issues associated with home-based charging, and 16 



not only in terms of consumer adoption, but also 17 



again in terms of the impact on when people 18 



charge and the timing of that charging, and then 19 



how much will smart and flexible charging 20 



actually be used because that can certainly make 21 



a big difference in the ability -- or in the 22 



desire of utilities to kind of push these 23 



vehicles out, as well.   24 



  So just in conclusion, PEVs are doing 25 
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right now quite well by many measures in the very 1 



early market, but again there's uncertainty about 2 



the pace of growth and the range of estimates for 3 



2030 is understandably quite large, there's a lot 4 



of uncertainty about what they're going to be 5 



like, how many there are going to be, and what 6 



the consumer adoption will be.   7 



  Again, the demand for electricity from 8 



PEVs is going to be fairly modest in the 2030 9 



timeframe, you know, the range is on the order of 10 



one to 10 percent of California electricity, but 11 



maybe two to three or four percent seems more 12 



likely.  And then, again, this issue of flexible 13 



charging V2G, V1G, is important for helping make 14 



the case certainly from the utility's 15 



perspective, to make EVs kind of good citizens on 16 



the grid and it helps balance renewables.  And 17 



certainly the question of how those utility 18 



incentives are structured to induce consumers to 19 



act like good citizens is important.  So that's 20 



all I wanted to say.  And I'm not sure if there's 21 



questions?  22 



  COMMISSIONER MCALLISTER:  Thanks very 23 



much, very nice.  I guess it would be interesting 24 



hearing a little bit about kind of the public 25 
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policy issues that some of this brings us.  I 1 



mean, you mentioned, okay, the utilities have to 2 



figure out where these things are going to go and 3 



what that means for their grid.  I totally agree 4 



with that.  I guess really in terms of a 5 



question, I mean, we need analytical rigor and 6 



some reasonable scenarios about what is likely to 7 



happen to be able to stage those investments in a 8 



way that's kind of optimized.  I'm wondering if 9 



you're sort of broadly aware of the work the 10 



utilities are doing on that and sort of if 11 



there's a broader group that's trying to get a 12 



head around this to look at the rate impacts and 13 



other issues like that?  14 



  MR. YANG:  Yeah.  So I'm aware that the 15 



CPUC is involved with trying to understand both 16 



from a policy perspective looking at rate 17 



impacts, and one of the questions that I'm aware 18 



of is looking specifically at like the Low Carbon 19 



Fuel Standard and trying to understand how those 20 



incentives, which can accrue to utilities, can be 21 



used within the utility, you know, for all the 22 



entire rate base, or just for electric vehicle 23 



infrastructure and so forth, so certainly that's 24 



one question of looking at this.  But I think -- 25 
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I'm not totally aware of all the things that the 1 



utilities are doing in terms of developing these 2 



scenarios.  I know that there's been a number of, 3 



again, these kind of projections out there and 4 



academic groups, as well, both at Berkeley and 5 



U.C. Davis and Stanford have been looking at 6 



quite a number of these issues, both in terms of 7 



the grid impacts, as well as of just trying to 8 



understand kind of the sales and charging impacts 9 



associated with that.  But, I mean, it's a fairly 10 



complex question because it brings in the 11 



uncertainties associated with the consumers and 12 



their choices about vehicles, as well as 13 



uncertainty about when they might charge those 14 



vehicles and the regulatory structure that the 15 



utilities kind of find themselves in is really 16 



going to be dependent in some sense on those 17 



first two questions.  18 



  COMMISSIONER MCALLISTER:  Yeah, I think 19 



that's a good observation.  I mean, that's sort 20 



of the flip side of the DG discussion with net 21 



metering and everything where you have customer 22 



adoption that tends to be clustered, if it, in 23 



this case, you know, pops a bunch of 24 



transformers, or inspires the utilities to have 25 
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to invest, costs that the utilities have to 1 



invest in distribution infrastructure, 2 



quantifying and sort of analyzing it, figuring 3 



out what the timeframes are, what the scale is, 4 



and then it really does need to be a policy call, 5 



which presumably over largely at the PUC for the 6 



case of the investor-owned utilities to figure 7 



out, okay, how to allocate those costs, whether 8 



they get passed on to ratepayers or not, if not, 9 



and how that happens, or if so, how that happens, 10 



etc.  So interesting bunch of questions your 11 



presentation begs.  12 



  MR. YANG:  Yeah, and I don't have a lot 13 



of good answers, unfortunately.  14 



  COMMISSIONER MCALLISTER:  Nor am I 15 



expecting you to, necessarily.  But I guess, you 16 



know, the flip side of this is that the utilities 17 



certainly are also seeing this as an opportunity 18 



to kind of invigorate that aspect of their 19 



businesses, and so it could have an upside, as 20 



well, but obviously needs to be managed.  I 21 



wonder if Chair Weisenmiller has any questions.  22 



  CHAIRMAN WEISENMILLER:  Yeah.  I was just 23 



trying to understand, when I looked at your solar 24 



and wind results, I wasn't quite sure if these 25 
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were just the sketchy simplifications of dispatch 1 



of whether -- 2 



  MR. YANG:  Yeah.   3 



  CHAIRMAN WEISENMILLER:  -- yeah, I was 4 



going to say, obviously you have to really get 5 



all the operational constraints in, and as you 6 



put more of the operational constraints in like 7 



minimum load for gas plants, or a split of hydro 8 



between pondage run of the river Storage, what 9 



you tend to do is drive down marginal cost and 10 



drive up average costs, the costs associated. And 11 



obviously trying to get it just right is very 12 



hard.   13 



  MR. YANG:  Yep.  Good, thank you.   14 



  COMMISSIONER MCALLISTER:  Great.  Thanks 15 



very much.  16 



  MR. YANG:  Thank you.  17 



  MS. KOROSEC:  All right.  Our next 18 



speaker is going to be Lorenzo Kristov from the 19 



California ISO.   20 



  MR. KRISTOV:  Good afternoon, 21 



Commissioner Weisenmiller, Commissioner 22 



McAllister, and guests and participants.  What I 23 



have teed up for discussion today is a topic that 24 



I believe is important, that I have not heard 25 











    147 
 



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



 



discussed very much in policy arenas, and like 1 



some of the other presenters today, will probably 2 



raise more questions than offer answers, but 3 



hopefully some provocative questions that we 4 



could all benefit from engaging in discussion of.  5 



And it really comes down from, I think, the 6 



pretty universal recognition that over the coming 7 



decade and more, we'll be seeing a veritable 8 



explosion of activity happening on the 9 



distribution side of the network, driven by a 10 



variety of things.   11 



  So what I was going to talk about today 12 



was just a quick overview of the forces of 13 



change, which I think will be familiar to most of 14 



you, and then lay out two different concepts 15 



which I might call bookends of what the future 16 



transmission distribution interface could look 17 



like.  I think there are a couple of really 18 



distinct possibilities that, by highlighting 19 



them, might help us think about ways that could 20 



be better than others, or not, but I think at 21 



this point it's a question.  And then I'll close 22 



with some other important elements of what a 2030 23 



power system vision should, I think, contain, and 24 



with some basic policy considerations.   25 
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  The forces of change certainly are 1 



policies to reduce environmental impacts, no 2 



question about that.  We've been talking about 3 



those today, diverse rapidly emerging 4 



technologies from solar, electric vehicles, 5 



storage, etc., microgrid systems, community 6 



resources which have been talked about in the 7 



Legislature, as well as in other venues.  8 



Consumer desires for greater choice and control  9 



-- and here, I wanted to just mention desire for 10 



local resilience to disturbances, what we might 11 



call the Hurricane Sandy effect.  I think that's 12 



something that, it's perhaps not played out very 13 



much in California yet, but to a certain extent 14 



erratic climate events are not things that are 15 



controllable by policymakers and yet can happen 16 



and can be game changing, especially in terms of 17 



how people think about reliability and 18 



resilience.   19 



  We've also seen that, with the 20 



penetration of rooftop solar how that changes the 21 



economics of traditional rate structures and begs 22 



the question of, well, how might those rate 23 



structures be redesigned and how might utilities 24 



rethink some of their business models in this 25 
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changing environment.   1 



  If you put all these pieces together, 2 



then when we look towards 2030, we could see 3 



tremendously increasing local production of the 4 



end use kilowatt hours, that is, the high voltage 5 



transmission grid may be only transmitting 50 6 



percent, 60 percent, or so, and a much higher 7 



percentage of it never touches the grid, is 8 



produced and consumed locally, and a 9 



proliferation of microgrids right now, pilot 10 



programs, are demonstrating substantial 11 



capabilities, but that may become a lot more 12 



desirable, especially as storage becomes more 13 



prevalent and affordable.  14 



  So why do we want to think about the 15 



future of transmission distribution interface?  16 



Why am I teeing that up?  First of all, I think 17 



these things are affecting how we think about the 18 



electric system as a whole system.  Transmission 19 



and distribution have traditionally been 20 



separate, they meet at a certain point that on 21 



the ISO grid we call it the PNode, and above that 22 



the ISO controlled grid is an enmeshed network 23 



that is operated as a single machine; whereas, 24 



below those PNodes, the systems are largely 25 
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radial and have for decades been thought of in 1 



one particular way, which is energy flowing in 2 



one direction.  But the things that we're seeing 3 



now and certainly ISO is wrestling with a lot of 4 



them, a lot of distributed generation will be 5 



counting for resource adequacy, what does that 6 



mean about participating in the ISO markets?  A 7 



major element of our Demand Response and energy 8 



efficiency roadmap has been to find ways to 9 



expand DR capability to participate in ISO 10 



markets.  So the forces that I mentioned on a 11 



previous page, many of them are eroding the 12 



traditional transmission distribution boundary, 13 



but I don't think we've looked at it in a 14 



systematic way as to what that erosion might mean 15 



and what might be the best way to manage it in a 16 



system that we're visualizing 10, 15, 20 years in 17 



the future.  So I think taking this perspective 18 



and asking these questions now may help us 19 



consider near term policy issues from this whole 20 



system perspective, rather than piecemeal as 21 



individual needs arise.   22 



  The proliferation of distributed energy 23 



resources I think is what prompts this focus on 24 



the T-D interface and the possible entry, then, 25 
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of new types of participants with new roles and 1 



responsibilities; for example, the ability to 2 



aggregate customer data and it had come up in one 3 



of the ISO stakeholder proceedings the idea of a 4 



data concentrator, an entity that would not 5 



necessarily be dispatching resources, but would 6 



be providing a service of collecting data over 7 



thousands of households, perhaps that could 8 



participate in a program, as well as the 9 



possibility of anticipating needed innovations 10 



and starting now to develop them.  And I was 11 



particularly taken by a Resnick Institute report 12 



that came out in late 2012 where they talked 13 



about how control technologies, control systems, 14 



and different ways of thinking about how to 15 



control all the variability in these new 16 



innovations on the distribution grid may be 17 



managed.  They asked a lot of good questions, but 18 



also pointed to research needs that need to start 19 



now.   20 



  So in laying out these two bookends, what 21 



I want to caveat with this is that I've tried to 22 



paint really extreme models in order to highlight 23 



the distinctions; neither one is necessarily 24 



preferred at this time, certainly the ISO doesn't 25 
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have a position, we're just talking about it and 1 



trying to assess the possibilities.  But because 2 



both of them are potentially plausible futures, 3 



let's look at them both in some depth and see 4 



what their pros and cons are and how they might 5 



work in practice.  Also, they're not mutually 6 



exclusive.  You'll see as I talk through them a 7 



little bit that instances of both of them could 8 



coexist for many many years, you don't have to 9 



necessarily have to pick one or the other.  And 10 



also, I'm not talking about transitional 11 



processes either at this point, I'm really trying 12 



to just paint these as potential end states that 13 



we realize at some point in the future and not 14 



going to the pathway to get there.   15 



  So bookend A, the transmission plus 16 



distribution system comprised of fully integrated 17 



system with one system operator that performs 18 



scheduling, real-time balancing, integrated 19 



markets, etc., and the traditional transmission 20 



distribution boundary is eroded for purposes of 21 



markets and operations.  I think a lot of the 22 



things that we're seeing seem to be heading in 23 



that direction, with lots of distributed 24 



resources providing RA, potentially having must 25 
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offer obligations, bidding into the ISO markets, 1 



etc.   2 



  Bookend B, though, really takes a very 3 



different approach and says, well, what happens 4 



if we for operational and maybe even market 5 



purposes, and for business model purposes, 6 



continue to think about them as separate systems, 7 



the high voltage transmission grid being a mesh 8 



network and, say, the ISO's operational control 9 



ends at what we know as the PNode today with the 10 



transmission operator for the grid and the 11 



wholesale markets, but then some other entity is 12 



taking responsibility for the real-time operation 13 



and balancing of the distribution lines that come 14 



off of that transmission grid.   15 



  So Bookend A, the ISO schedules and 16 



dispatches this integrated system to maintain 17 



real-time balance and reliability that has 18 



visibility and dispatches distributed resources 19 



above a fairly low size threshold, maybe down to 20 



50 or 100 kV.  Bookend B, the ISO really operates 21 



with a transmission grid only, up to the PNode.  22 



And there's some entity, the Distribution System 23 



Operator, that operates a distribution system 24 



below the PNode.  In a certain sense -- and I 25 
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don't want to stretch this analogy too far -- but 1 



in a sense the PNode is similar to an intertie 2 



now where we schedule imports and exports, and 3 



we're looking at how can that dynamically change, 4 



what is the net energy flow, and what is the 5 



volatility of that interface from one interval to 6 



the next.   7 



  And the Distribution System Operator may 8 



be something similar to a microgrid; imagine a 9 



microgrid which might now be an industrial park, 10 



or something below a distribution node, but then 11 



may expand to actually entail the entire set of 12 



facilities coming off of a PNode.  The ISO under 13 



Bookend A provides real-time services, balancing 14 



load following frequency, etc., for distributed 15 



resources, as well as for grid connected 16 



resources.  Whereas, under Bookend B, the ISO is 17 



providing real-time services to Grid connected, 18 



but this Distribution System Operator entity is 19 



providing comparable real-time services for 20 



distributed resource and, from the ISO 21 



perspective, the Distribution System Operator 22 



looks like a resource.  And so that interface 23 



point becomes a point of settlement between the 24 



ISO and the Distribution System Operator based 25 
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both on net energy flow in either direction, as 1 



well as the volatility of that net energy flow 2 



from one interval to the next, the volatility in 3 



a sense capturing how much the ISO is providing 4 



balancing services versus the Distribution System 5 



Operator.   6 



  So at this point, I have not sketched out 7 



more technical detail, there is I think a lot  8 



more that could be developed, I just wanted to 9 



get an initial idea out there.   10 



  Other elements of the 2030 power system 11 



that I want to mention, and this was raised 12 



earlier today, and I think it makes a lot of 13 



sense, is greater coordination and integration 14 



across the Western Interconnection, and I'm 15 



deliberately saying real-time imbalance markets 16 



plural, there may be more than one, there may be 17 



three or four, one in the Northwest and one 18 



somewhere else, and one that the ISO is in the 19 



process of developing currently.  But I want to 20 



also raise the consideration of possible day 21 



ahead coordinated scheduling and congestion 22 



management.  This idea came up about 10 years ago 23 



in the days when an organization called SIGWE 24 



(ph) existed and at that time there was a 25 
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congestion management committee, I was 1 



participating in that, and with some 2 



representatives from other areas of the West we 3 



developed a conceptual proposal for how we might 4 



virtually eliminate unscheduled real-time flows 5 



by sharing schedule information on a day ahead 6 



basis, offering to dispatch some of our resources 7 



in order to eliminate congestion on a day ahead 8 



basis, and thereby schedule actual flows on a 9 



flow-based model.  That may be an idea whose time 10 



has come, or is coming soon, because when we 11 



think about the western region as a whole, there 12 



are potential inefficiencies and I'm hoping 13 



someone may have been doing this study already, 14 



of what efficiency could be gained if we were 15 



scheduling the West-wide system on a flow-based 16 



method to be able to access, say, some of the 17 



renewable rich areas in the west without having 18 



to make massive infrastructure investment, but 19 



simply by using the existing infrastructure more 20 



efficiently.  21 



  Some policy considerations.  Policymakers 22 



can influence but not fully control the ultimate 23 



trajectory of industry evolution.  I think we all 24 



live with that realization, but when I think 25 
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about these two models, A versus B, Bookend A 1 



versus Bookend B, are there ways that we can 2 



allow both of them to evolve, or perhaps 3 



determine that one of them is much better than 4 



the other, and try and move towards it?  But 5 



given that that will take some time, consider 6 



that both may end up being a part of our future 7 



and then how do we make near term policy 8 



decisions that essentially don't foreclose 9 



getting to an optimal longer term solution.  And 10 



that's all I have to say at the moment.  11 



Questions?  12 



  COMMISSIONER MCALLISTER:  Okay, thanks 13 



very much.  Very thought provoking.  I do have a 14 



question on your conceptual bookends on Page 5.  15 



You know, I guess qualitatively what are the main 16 



characteristics of a distribution system 17 



operator, how would we, you know, if we're 18 



drawing up boundaries on geography or on some 19 



other criteria, you know, is it number of 20 



customers?  Is it types of diversity of load?  Is 21 



it -- yeah -- the resource mix?  What are the 22 



sort of axes that you would want to apply, or the 23 



sort of -- what framework would you use to sort 24 



of draw the lines around a given DSO?  If you do 25 
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have distribution system operators, you know, if 1 



you're going to Bookend B, what would the 2 



characteristics of that DSO be, optimally?   3 



  MR. KRISTOV:  Well, I think, you know, if 4 



you start with the microgrid experiments that we 5 



have now, I think they're looking to be -- or the 6 



phrase that KEMA has been using, I think the Self 7 



Optimizing Customer, in a sense that is a 8 



Distribution System Operator, or a municipal 9 



utility today, they're doing those kinds of 10 



things.  So I'm thinking here more functionally 11 



rather than necessarily institutionally.  Now, 12 



you might say, well, we have utility distribution 13 



companies that have large service territories, 14 



certainly they could do this.  But even within 15 



those existing institutions, there may be 16 



sublevels of optimization being done by self-17 



optimizing customers and microgrids.   18 



  In the Resnick report, they talk about a 19 



three-tier system of control and I just kind of 20 



mentioned this towards the end without developing 21 



it a whole lot, but the idea that there's the 22 



transmission system operator level at the top, 23 



and then there's the individual microgrid or 24 



self-optimizing customers at the bottom, which 25 
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could even be a house with solar panels and a 1 



refrigerator-size storage unit.  But then there's 2 



an intermediate level where they mention, well, 3 



at the distribution system as a whole could be an 4 



intermediate control level, and they don't really 5 



develop that idea.  So I think it could be 6 



defined as geographically small, as a single 7 



PNode.   8 



  COMMISSIONER MCALLISTER:  Go for it.  9 



  CHAIRMAN WEISENMILLER:  No, I just had a 10 



follow-up on his, but more questions.  Obviously 11 



one of the issues in California is where the 12 



transmission system -- where things are 13 



transferred to the ISO varies across the 14 



utilities and, so, what could easily be 15 



transmission in one utility could easily be 16 



distribution in another one.   17 



  MR. KRISTOV:  In terms of the voltage 18 



level, yeah, that's true.  And I think the 19 



criteria that came into play at that time had to 20 



do with whether the systems were networked or 21 



not, with the idea that the ISO is managing where 22 



there's network flows, loop flows, and below the 23 



ISO take-out point is essentially a radial 24 



system.  25 
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  COMMISSIONER MCALLISTER:  So, yeah, 1 



you're getting at my question; I probably didn't 2 



ask it as articulately as I might have, but 3 



certainly -- really the difference, sort of the 4 



Resnick sort of three-tier characterization, 5 



you're between A and B, is whether you have that 6 



intermediary or not, essentially.  7 



  MR. KRISTOV:  Yeah.  8 



  COMMISSIONER MCALLISTER:  So I think it's 9 



interesting and I certainly wanted -- I was 10 



trying to get at the technical merits of what's 11 



the optimal boundary, just if we don't come to 12 



the table with any preconceptions, what would be 13 



the optimal boundary, you know, of the DSO if it 14 



does exist, I guess?  15 



  MR. KRISTOV:  Yeah, and I think it could 16 



be that each individual PNode operates as an 17 



entity, a DSO in its own right potentially.  But 18 



then, you know, in terms of an institution, it 19 



could operate hundreds of them within a 20 



geographic area.   21 



  COMMISSIONER MCALLISTER:  Interesting.  22 



Thanks very much.  23 



  MR. KRISTOV:  Okay.  24 



  CHAIRMAN WEISENMILLER:  Yeah, so the 25 
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first one I have for you is that obviously the 1 



transmission and distribution systems are 2 



interconnected, and the ISO is doing a lot of 3 



analysis of sort of renewable integration issues 4 



on the transmission system.  I don't know if you 5 



were here earlier today when Tim Tutt was talking 6 



about some of the renewable integration issues on 7 



the distribution system; so I'm just trying to 8 



understand what the feedback, or potential 9 



feedback is between instabilities on distribution 10 



and the transmission systems, if any.  11 



  MR. KRISTOV:  Well, I think first of all, 12 



you know, to try to go further with this model is 13 



going to require really collaborative discussions 14 



on how it's going to look, you know, and what 15 



sort of technical standards and technical issues 16 



need to be resolved, many of which Resnick points 17 



to.  But you're asking specifically about 18 



stability?  19 



  CHAIRMAN WEISENMILLER:  Yeah, obviously, 20 



again, we have two systems and we're having 21 



similar but -- we're having intermittent 22 



resources having differing impacts on either one 23 



and how, if at all, the two interact.  24 



  MR. KRISTOV:  Well, I think they do.  25 
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They will because there will be flows across that 1 



boundary in one direction or another.  And I 2 



don't know that the physics matters, whether 3 



you're using Bookend A or Bookend B of the model, 4 



it's really these models are dividing up the 5 



roles and responsibilities for who is managing 6 



most of that variability and volatility.  But the 7 



physics could still say, well, gee, this node 8 



which was a load node for most of the time on the 9 



ISO grid, every once in a while it turns into a 10 



supply node because it's having a net flow onto 11 



the grid.  I think those kinds of things are 12 



going to happen, but this sort of argues for 13 



saying, well, you know, when we have imports and 14 



exports, we schedule net flows in one direction 15 



or another, maybe we want to move to that kind of 16 



scheduling of the PNodes on the grid, looking at 17 



them as potentially bidirectional, and sometimes 18 



the distribution system below that node is going 19 



to be scheduling export energy to put into the 20 



ISO grid, and at times it's going to be short of 21 



supply and it's going to be scheduling to 22 



receive.   23 



  CHAIRMAN WEISENMILLER:  Okay, sort of 24 



switching gears to a couple of other topics, the 25 
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first one is, obviously one of the defining 1 



challenges of the time is climate change, and 2 



that means a lot of us are thinking about 3 



adaptation and readiness in terms of responding 4 



to climate change, and obviously microgrid is at 5 



least the one with the tools, but it seems like, 6 



as we think through these approaches, again, we 7 



have to be thinking through what's going to 8 



enhance the readiness of our systems to deal with 9 



climate change.   10 



  MR. KRISTOV:  Are you thinking 11 



specifically of volatility, you mean like extreme 12 



events?  13 



  CHAIRMAN WEISENMILLER:  Yeah, extreme 14 



events.  I mean, obviously I think all of us 15 



remember substations blowing up in New York when 16 



it hit water, saltwater, so the question is how 17 



do we look at our systems and look at the extreme 18 



events, what's likely to occur, and how do we 19 



have a more resilient grid to deal with those 20 



events?  21 



  MR. KRISTOV:  Well, I guess what strikes 22 



me is that there will be a lot more growing 23 



interest in the ability to retain local service 24 



if you can disconnect from the grid, islanding 25 











    164 
 



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



 



capability.  Right now the standards say that if 1 



you lose your connection to the distribution 2 



grid, then your solar panel inverter switch is 3 



off and you lose power.  But it's not farfetched 4 



to say, well, that can be changed if you have 5 



safe ways to enable islanding under situations 6 



where a major event occurs and then perhaps 7 



cities or areas within cities, or campuses, or 8 



colleges, or hospitals, can retain their own 9 



power supply without having to use a backup 10 



generation, perhaps with renewables and storage, 11 



and sophisticated electronic control systems.  12 



  CHAIRMAN WEISENMILLER:  And certainly in 13 



New York some of the CHP systems held their load 14 



no matter what, you know, on some of the 15 



campuses.  16 



  MR. KRISTOV:  Yeah.   17 



  CHAIRMAN WEISENMILLER:  Yeah.  Another 18 



question, again, sort of broadly thinking about 19 



what our issues are, is obviously we've had at 20 



least one incident at one of our substations, so 21 



in terms of trying to do cyber security and other 22 



issues, you know, again, how do we have looking 23 



at T&D in the future, how do we make sure again 24 



we have a resilient system that can deal with 25 
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those types of incidents, the cyber security or 1 



terrorism?  2 



  MR. KRISTOV:  Yeah.  I think that's a 3 



crucially important question, but it still seems 4 



to me that, you know, more local autonomy, local 5 



control, local resilience, may be an important 6 



part of the answer.   7 



  CHAIRMAN WEISENMILLER:  Okay, thank you.  8 



  MR. KRISTOV:  You're welcome.   9 



  MS. KOROSEC:  All right, our next speaker 10 



is going to be Lee Friedman from the Goldman 11 



School of Public Policy at U.C. Berkeley.  12 



  PROFESSOR FRIEDMAN:  My thanks to the 13 



Energy Commission for inviting me here today and 14 



to all of you who are listening.  The talk that 15 



I'm going to give is based on work that I've been 16 



doing over the last year that started with the 17 



California Council on Science and Technology.  18 



That was asking the question what are we going to 19 



do, what policies are needed after 2020 in order 20 



to keep California on track to its long run 21 



greenhouse gas reduction goal.  And my piece of 22 



that problem had to do -- this is a big committee 23 



with a lot of people on it, I think you've heard 24 



earlier from Jeff Greenblatt -- my piece of that 25 
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as an economist had to do with pricing policies 1 



as they relate to the electricity sector, so it's 2 



the nexus between greenhouse gas reductions, 3 



pricing, and the electricity sector.  And I'd 4 



like to begin with the bottom line of what comes 5 



out of my study, just in case we run out of time, 6 



so it's always good to have these things upfront.   7 



  The first recommendation that comes from 8 



the study is that the California Legislature 9 



should act soon to create more certainty about 10 



the magnitude of greenhouse gas reductions that 11 



will be required in the 2020-2030 period.   12 



  The second recommendation is that more 13 



emphasis during this period from now to 2030 14 



should be given to expanding partnerships and 15 



linkages with other jurisdictions that are 16 



adopting comparable greenhouse gas reduction 17 



goals and policies.  18 



  The third is that legislative 19 



restrictions that currently prevent most 20 



electricity consumers, residential consumers, 21 



from receiving any carbon price signal in their 22 



electricity rates should be revisited, especially 23 



as these consumers would receive dividend 24 



compensation for those rate increases.   25 
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  And finally, California should begin soon 1 



to transition gradually all of its electricity 2 



customers onto time varying marginal cost-based 3 



rate structures.  So there are definitely policy 4 



implications that come from this study.   5 



  On this slide, I just try to give an 6 



overview of what the whole study does.  It begins 7 



by looking at the fact that we're going to need a 8 



lot of greenhouse gas reductions in order to meet 9 



that longrun goal, and that's inevitably going to 10 



mean that our electricity will have to get 11 



cleaner and probably that a lot of that 12 



electricity will be used as a substitute for 13 



dirtier fuels right now.  The simplest example of 14 



that, you've been hearing about already, would be 15 



vehicle electrification, that instead of running 16 



cars on petroleum, we clean electricity even more 17 



than it is now and run more cars on it, but 18 



there's plenty of other examples of that type.  19 



  And so as we go about this business, how 20 



do we choose which greenhouse gas reductions to 21 



make as we move forward over time?  And the main 22 



operating principle is to choose the least cost 23 



ways of reducing the greenhouse gas emissions in 24 



order that we maintain citizen support for going 25 
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down this path and to entice other jurisdictions 1 



to undertake comparable efforts.  As we do that, 2 



there will be a lot of decisions made by 3 



government regulators, building standards, 4 



appliance standards, but there's going to be a 5 



ton of decisions that are made about ordinary 6 



people going about their ordinary lives, setting 7 



their thermostats, and making many decisions and 8 



deciding whether to buy an electric vehicle or 9 



not, and all these people are going to be 10 



influenced by the prices that are being charged 11 



for their energy using decisions.  12 



  And there are four critical reasons why 13 



these prices are likely to diverge sharply from 14 



the social marginal costs, unless we do something 15 



about it and so that's where the recommendations 16 



that I mentioned earlier come from in this study.   17 



  So I mentioned in the beginning that the 18 



problem is we have to reduce greenhouse gas 19 



emissions by quite a bit, and that's going to 20 



require a cleaner electricity supply and greater 21 



use of it as a substitute; but how quickly do we 22 



do this?  Where do we start?  Which things do we 23 



decarbonize?  And which fossil fueled activities 24 



do we switch?  And when do we switch them?  And 25 
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who decides the answers to these questions?   1 



  And the operational principle is to meet 2 



the environmental goal by choosing the least 3 



costly set of greenhouse gas reducing actions.  4 



As I mentioned, that's important for maintaining 5 



popular support and it's important for 6 



encouraging other jurisdictions to act 7 



comparably.  But there are a bunch of 8 



complications in this.  One is there's great cost 9 



uncertainty.  We don't know how much a lot of 10 



things cost in terms of achieving greenhouse gas 11 



reductions.  We don't know, as an example, just 12 



how much inexpensive energy efficiency 13 



improvements there are out there.  We may know a 14 



lot about it technologically, but behaviorally, 15 



if you include the cost of what does it take to 16 



educate somebody and convince them, or have them 17 



come to the decision that they want to do this, 18 



then all of a sudden it may not be so 19 



inexpensive.   20 



  We also have, as another source of cost 21 



uncertainty the highly uneven pace of 22 



technological progress.  We just do not know in 23 



what areas it's going to come and when, just like 24 



nobody predicted that PV prices were going to be 25 
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dramatically lower in the years from 2009 to 1 



2012, but they did come down in a burst, in part 2 



because of innovation, but also in good part 3 



because of the introduction of China in a big way 4 



into producing the panels.   5 



  A third source of uncertainty has to do 6 



with the pace of linkages that California has 7 



with non-California jurisdictions.  And those 8 



linkages in general are a cost-reducing force for 9 



everybody.  Quebec is to be inked very soon with 10 



us, and that's a small linkage, but an important 11 



one.  Australia is a much bigger future 12 



possibility.  And of course there are many 13 



others.   14 



  So we have a lot of cost uncertainty and, 15 



so, in the face of these uncertainties, who has 16 



the best knowledge to decide which greenhouse gas 17 



reductions should be undertaken and when?  And 18 



again, the point I want to make is that we will 19 



have a whole array of policies to do this, some 20 



of those policies will be centralized decision- 21 



makers setting standards that all of us must 22 



abided by, like New Building Standards; but 23 



others of them will be pricing strategies like 24 



the cap-and-trade program and greenhouse gas 25 
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emissions run by the Air Resources Board, and 1 



then it's going to be up to individual people and 2 



firms that are responsible for turning in those 3 



allowances where they want to reduce and how they 4 



want to do it.  So, again, prices are going to 5 



have an awful lot to do with what decisions those 6 



people make.   7 



  The market allowance prices, most of you 8 



probably know, is about $13.50 right now for a 9 



current California greenhouse gas allowance, they 10 



signal the cost limit for identifying what 11 



greenhouse gas reducing actions are efficient; if 12 



you can reduce your greenhouse gases at less than 13 



$13.00 right now, then that's a good thing to do, 14 



and you can sell allowances and make money.  If 15 



you can't do it for less than $13.00 right now, 16 



then you probably shouldn't do it because you can 17 



buy allowances for $13.00.  And so that price 18 



signal applies not just to people using those 19 



allowances, but applies to Government decision- 20 



makers, as well, who are making regulations that 21 



may require people to reduce greenhouse gases.  22 



And they, too, need to be thinking about how much 23 



does that cost per ton, and is that sensible in 24 



light of the cost that we observe in the 25 
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marketplace.   1 



  Finally, let's also make the distinction 2 



between short-run and long-run decisions about 3 



reducing greenhouse gas emissions.  Short run 4 



decisions are based on current allowance prices, 5 



that $13.50 that I was mentioning a minute ago, 6 



but really important decisions are long-run 7 



decisions, investment decisions, when people 8 



create a new building, or they totally renovate a 9 



new factory or a commercial office building, and 10 



they're going to be spending in some cases 11 



millions of dollars and they're setting up 12 



structures that are going to last for 15 to 30 or 13 



more years.  When those people make long-run 14 



decisions, they ask how clean and how green do I 15 



want to make my new thing, my new building, my 16 



new factory, my new cement kiln, just how 17 



efficient and how much do I spend to buy the 18 



efficient model?  And they think about the cost 19 



of buying that model in relation to the expected 20 



future price path of greenhouse gas allowances, 21 



not just the current price, but what that 22 



expected price path is likely to be over the life 23 



of the investment.  And an efficient long-run 24 



abatement is one in which the present value of 25 
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the allowance savings exceeds the present value 1 



of the abatement cost.   2 



  So what might the price path look like?  3 



Well, the Federal Government has put in a 4 



tremendous amount of effort into something that 5 



they call the social cost of carbon.  They 6 



recently -- they issued it in 2010 and they 7 



revised it in 2013, and so the numbers that are 8 



up here on the chart, particularly the numbers in 9 



green, which are the central estimates of this 10 



study, are the best estimate of what the U.S. 11 



Federal Government is likely to think an 12 



appropriate tax rate would be for greenhouse gas 13 



emissions, if we had a national tax rate, and 14 



it's also what they use in their own regulatory 15 



proceedings to value the reduction in greenhouse 16 



gases, so they mostly rely on Central Estimate 1, 17 



which at the moment with the new estimate, $33.00 18 



is close to what it is right now, that's what 19 



it's valuing a ton of reduction of greenhouse 20 



gases.   21 



  And you'll notice that these green 22 



numbers do not go above $100.00 up to $2,050.  So 23 



there are many kinds of ways that we could reduce 24 



greenhouse gas emissions that cost more than 25 
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$100.00 a ton, but most of them have to do with 1 



reconstructing existing buildings, rather than in 2 



new buildings when you can do things much more 3 



cheaply from the start, and from the get go.   4 



  So one of the things you could see from 5 



the study is that, probably not too realistic or 6 



too wise, to undertake now certainly in the 7 



short-run, in the period of time between 2015 up 8 



to 2030, stuff that costs more than $100 a ton.  9 



Now, one exception to that which would be an 10 



important exception is if you're testing a really 11 



new and innovative technology because, for those 12 



things, even though it might be very expensive to 13 



test them, there can be very substantial learning 14 



benefits that we all get in the future and going 15 



forward.  So I'm certainly not arguing against 16 



demonstration projects of innovative 17 



technologies, that's not my point.  But as a 18 



routine matter in terms of what the reductions 19 



are, probably ought to be looking most carefully 20 



at things that are well under $100.00, and right 21 



now that are probably under $30.00.   22 



  Let me go on to the point that prices 23 



must equal social marginal costs in order to 24 



serve as good signals.  In workably competitive 25 
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industries, we don't really think about this; if 1 



they're industries without major externalities, 2 



and they're competitive, then the prices that 3 



come out of them generally approximate social 4 



marginal cost.  And anybody can just use these 5 



prices to compare alternatives and identify the 6 



least cost choice.  The problems arise when we 7 



have sectors that are not workably competitive.   8 



  One common failure is the presence of 9 



substantial external effects, as when greenhouse 10 



gas emissions can be made with no cost or limit 11 



to the emitter, which is the case for most people 12 



now.  Another common market failure is due to the 13 



economies of scale that lead to natural monopoly, 14 



like our retail electricity distributors.  In 15 



natural monopolies, marginal costs and average 16 



costs diverge and the average cost pricing keeps 17 



the natural monopoly whole, but those prices are 18 



not good indicators of the social costs.  And the 19 



electricity sector has both of these problems, 20 



both involve substantial externalities and with 21 



natural monopoly, and they cause problems with 22 



relying upon prices in the electricity sector for 23 



calculating the social cost of these reductions.  24 



  So what am I talking about?  The four 25 
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critical reasons why prices diverge sharply from 1 



social marginal costs.  The first one is that 2 



expected future greenhouse gas allowance prices 3 



are today unnecessarily low and are deterring 4 



important long-run greenhouse gas reducing 5 



investments, right now.  And we've already gone 6 



over the idea that people think about what am I 7 



going to save over a 30-year period of time for 8 



many of these investments.  There's no 9 



legislation that ensures that California 10 



greenhouse gas reductions will continue beyond 11 



2020.  Rational investors will reject in 2015 to 12 



2020 many emissions reducing long-run investments 13 



that they would undertake if there was more 14 



certainty that reductions are going to continue.  15 



AB 32 goes up to 2020, and it doesn't say that 16 



ARB is going to go away, but it doesn't say 17 



anything about what reductions happen then.  The 18 



2050 goal that we have as a matter of law in 19 



California is by Executive Order of the Governor, 20 



and that can be changed at the whim of any 21 



sitting Governor, any time.  And so markets do 22 



not rely or believe very much in Executive Orders 23 



in making multi-million dollar investment 24 



decisions.  So that's why we need more certainty 25 
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about the idea of what's going to happen in 2020 1 



to 2030, so that investors will have more sense 2 



that the reductions will be required and 3 



therefore will pay to make the long-run clean 4 



investments that need to get made.  And I 5 



mentioned that the Air Resources Board could in 6 



the Scoping Plan that they're working on right 7 



now suggest a process that would lead to 8 



legislative approval by 2015, say, of California 9 



greenhouse gas reduction goals for the 2021 to 10 



2030 period.  And I think if you're interested in 11 



California being a good model, you should be 12 



supportive of that extension.   13 



  Second problem:  greenhouse gas allowance 14 



prices, due to the global nature of the problem, 15 



need to become based increasingly on greenhouse 16 



gas reduction costs in a wider than California 17 



market.  Everybody knows that California cannot 18 



by itself solve the climate change problem.  What 19 



we can do is serve as a good model that might 20 



work well if other jurisdictions join in and do 21 



the same; but if they don't, we'll have achieved 22 



nothing.  And if we're all doing this, we could 23 



all do it autotically (ph), we could just think 24 



about California and look inside and say how do 25 
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we reduce our emissions from now to 2050, and 1 



every jurisdiction, and Arizona could do it, 2 



Canada could do it, Australia could do it, we 3 



could all do it separately, and never talk to one 4 



another about it.  But that would be as silly as 5 



having a world in which all trade was banned 6 



between jurisdictions.  There are many many 7 



economies that come from allowing people to trade 8 



because people have comparative advantage in one 9 



way of reducing, as opposed to another.  And so 10 



that linkage is a force that would be in general 11 



driving allowance prices down.  We have to be 12 



careful to do it among jurisdictions that have 13 



adopted comparable goals, or appropriate goals 14 



for that jurisdiction.  So it's not easy, but we 15 



need to work harder and maybe more creatively on 16 



that.   17 



  COMMISSIONER MCALLISTER:  Just a real 18 



quick point I wanted to make.  The Governor 19 



certainly is now on a trajectory to take that 20 



message outside of California, when the Chair 21 



accompanied him to China not too long ago, and 22 



certainly to Mexico and Canada, and neighboring 23 



states, the Governor is carrying that message, 24 



which is really very exciting, I think, because I 25 
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think there's a very clear recognition that that 1 



is indeed the case, that we can't do it alone, we 2 



want to provide some leadership, but it really 3 



does require a lot of other people outside of 4 



California to roll up their sleeves.  And I will 5 



ask that you speed it up a little bit because 6 



we're supposed to end the session at 2:50, which 7 



we're past now, but just so we don't get too far 8 



behind.   9 



  PROFESSOR FRIEDMAN:  Okay, thank you.  10 



Yes, sure.  I just would mention as a last point 11 



on the allowances, that the new Federal 12 



initiative may lead to a situation in which each 13 



state is given a goal and the states are given a 14 



lot of freedom for how they're going to achieve 15 



those goals, and many of them may set up cap-and-16 



trade programs, and California may want to think 17 



about whether we can link with them and how to do 18 



it, it's an important area.   19 



  The third of the four problems is that 20 



the carbon price signal needs to be in 21 



electricity rates and, very quickly, right now we 22 



have legislation, SB 695, that presents the pass-23 



through on Tiers 1 and 2 of the residential rate 24 



structure of these allowance costs, the extra 25 
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costs of electricity due to allowances, it's not 1 



allowed by SB 695 -- even though the same 2 



residences would be compensated by a twice-yearly 3 



dividend from the allowance proceeds.  And that 4 



definitely needs to be revisited by the State 5 



Legislature.  The essential freeze, just a little 6 



bit of latitude, you can raise them by a couple 7 



percent, but not very much on Tiers 1 and 2.  8 



That represents 64 percent of all residential 9 



electricity among the IOU population.  So the PUC 10 



is in the awkward position that either it puts 11 



all the allowance cost on the 36 percent of Tiers 12 



3 through 5, or it doesn't send a signal at all, 13 



and the latter is what it's chosen to do so far.  14 



  The fourth and the final point that I 15 



want to make, and it may be in some sense the 16 



most important of the four points, is that retail 17 



electricity prices are very far from their 18 



marginal costs, apart from the treatment of 19 



greenhouse gas allowances, which was my third 20 



point.  We have this tiered system in which we've 21 



totally lost any connection between the actual 22 



cost of service and the prices that people pay 23 



for that.  Almost over 98 percent of California 24 



residences are on time invariant rates, and many 25 
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of those residences pay 30 to 40 cents per 1 



kilowatt hour, even in the middle of the night 2 



when the marginal social cost of that electricity 3 



is generally below five cents per kilowatt hour.  4 



And there's a further magnification of this 5 



problem because greenhouse gas emissions per 6 



kilowatt hour also vary enormously over the time 7 



of the day, as well as seasonally, and it's 8 



critical to have prices that reflect or signal 9 



these differences.  So what I'm saying is that 10 



the actual cost of service between peak and off-11 



peak periods of time is dramatically huge, 12 



multiples of one another, not just percentages 13 



but multiples.  And we cannot have a system that 14 



ignores those differences if we want to achieve 15 



our greenhouse gas reductions at a reasonable 16 



rate.   17 



  There are many parts of the electricity 18 



system that depend -- that have not taken off yet 19 



very much, and in part the reason they haven't is 20 



because nobody is on time varying rates.  Vehicle 21 



electrification itself, if people were charged 22 



the social marginal cost during the off-peak 23 



period, it would be a lot more popular than it is 24 



right now, even the special rates that exist for 25 
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electric vehicles have these weird things where 1 



many people end up paying 20 cents or more per 2 



kilowatt hour in the middle of the night with 3 



special EV rates.   4 



  Demand Response participation, again, 5 



what people are paying, the average cost rather 6 



than the peak period rate, they don't have very 7 



much incentive to participate in Demand Response 8 



programs, but if they were paying the peak period 9 



rate, they have a lot more incentive.   10 



  Storage itself, which other speakers have 11 



already talked about, storage itself only has 12 



value when there's a price difference between the 13 



price you pay to charge up the battery, if it's a 14 



battery, and the price that you receive, or the 15 



avoided cost when you use the battery.  In 16 



Germany, where time of use rates are prevalent 17 



and there are big differences between peak and 18 



off-peak periods, it's common to see people in 19 



their offices, they have these storage batteries 20 



that get charged up overnight and they run their 21 



computers and other stuff during the day, and 22 



it's because they're facing much closer to the 23 



correct marginal cost of what it means to make 24 



electricity at night and make electricity during 25 











    183 
 



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



 



the day.   1 



  There are many options for how to switch 2 



people onto a time varying rate.  My favorite one 3 



is called HOOP electricity pricing, there's a 4 



proceeding going on at the Public Utilities 5 



Commission right now to consider reform of 6 



residential rates.  The one I like is called HOOP 7 



pricing, it uses volumetric rates at time varying 8 



marginal costs exactly, and it separates out the 9 



fixed costs of the system and raises them by 10 



graduated annual connection charges.  This seems 11 



strange in the electricity industry, but if you 12 



look at another industry like the cell phone 13 



industry that has -- it's an all fixed cost 14 



industry, they use these graduated fixed fee 15 



things all the time.  Here's an example on which 16 



on the left we have actual AT&T charges where 17 



people sort themselves out into buckets by 18 



minutes per month, and the second column is the 19 



monthly fee that they pay, and the monthly fee 20 



increases if they are in a bigger bucket.  And I 21 



want to do the same thing with our electric 22 



rates.  I want people classified by their annual 23 



kilowatt usage and households zero to 2,000, 24 



2,000 to 4,000, 4,000 to 6,000, and the monthly 25 
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fees that you see on the right are calculated by 1 



a simple formula that's in a paper of mine, it's 2 



available on my website, it's referenced right 3 



here on this diagram, you can look at it later, 4 



it's for a system in which everybody between 2:00 5 



and 7:00 p.m. pays 30 cents a kilowatt hour, off-6 



peak they pay five cents a kilowatt hour, and 7 



these are the monthly fees that raise exactly the 8 



same revenue that the IOUs are collecting right 9 



now.  Now, I think this is a good idea, but we 10 



have to watch out, there's legislation pending 11 



right now, I think it's AB 327 in the 12 



Legislature, which began, I think, in a very 13 



promising way to give the PUC more latitude than 14 



it has had in setting rates, and fixed things 15 



like, the 695 problem that I mentioned before, 16 



but somebody has inserted that there can't be 17 



more than a minimum fee connection charge of 18 



$10.00 per month.  I hope that won't last because 19 



it prevents having a progressive or a 20 



proportional system that's like what we observe 21 



in the marketplace and is much fairer for 22 



anybody.  So let me just mention that.  Okay, 23 



I've run out of time.  24 



  So again, just to summarize my four 25 
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recommendations, the State needs to confirm a 1 



credible commitment to the continued reduction of 2 



greenhouse gases beyond 2020; the State needs to 3 



give more emphasis to expanding partnerships and 4 



linkages; the carbon price signal from greenhouse 5 



gas allowances needs to be made visible to retail 6 



electricity customers; and there must be much 7 



more widespread use of time varying retail 8 



electricity rates based on marginal costs.  Thank 9 



you very much.  The details for this talk are 10 



contained in the study on the Next 10 website, 11 



but the opinions are only mine, not any 12 



organization with which I'm affiliated.   13 



  COMMISSIONER MCALLISTER:  Thanks very 14 



much, Lee.  Thank you very much.  We really 15 



appreciate your bringing your expertise here 16 



today.  I guess just a couple observations.  You 17 



know, in your consequences of retail electricity 18 



prices unrelated to marginal cost, I remember the 19 



CSI as kind of what I wanted to say, when the 20 



solar initiative was first rolled out, you know, 21 



and net metering was relatively untested, it was 22 



relatively new, at least in the solar realm, and 23 



there was a requirement in SB 1 that actually 24 



said anybody who got solar would have to go on a 25 
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time of use rate, and it turned out that there 1 



were some distortions, particularly down in 2 



Southern California inland areas, but it turned 3 



out there was emergency legislation needed to 4 



sort of repeal that requirement for the moment, 5 



and it never came back.  And so, you know, we 6 



definitely have to be careful to transition 7 



nicely out of any existing scheme into some new 8 



scheme, and I think that's pretty clear and you 9 



essentially said as much.  10 



  Also, I would just harken back a little 11 



bit to Lorenzo's presentation, let's see, one of 12 



the ISO presentations, just about the -- you 13 



could make the same argument about the need for 14 



real time cost tariffs at the wholesale level, as 15 



well, and there's kind of the whole problematic 16 



about how do you allow the wholesale and the 17 



retail to meet up, how do you design that into 18 



the system?  And that's a whole different 19 



question, so not meaning to throw cold water on 20 



it, I think it's absolutely true that we need 21 



better price signals to come to customers within 22 



certain equity boundaries and that kind of thing, 23 



but I really appreciate the way you've laid it 24 



out and look forward to reading up some more on 25 
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this.   1 



  And then finally, we have so much great 2 



technology today and the cell phone industry is 3 



just front and center every time you get the 4 



bill, you don't even have to get it in paper, you 5 



know, you get it online, and if you want to know 6 



what call you made at 3:00 a.m. on September 2nd, 7 



you can go look at it, and you know what number 8 



it was to and how long it lasted and what it cost 9 



you.  And I think that that kind of immediacy of 10 



feedback to customers would allow them to 11 



exercise their sort of natural tendency to want 12 



to optimize in some sense.  I mean, not all 13 



customers -- we have all these issues around 14 



marketplaces, right?  We have information 15 



asymmetries, we have lots of principal agent 16 



problems, I think there's a lot of things that do 17 



get in the way in terms of transaction costs that 18 



you didn't really mention there, but you know, 19 



having better signals can't be a bad thing and so 20 



it doesn't solve the whole problem possibly, but 21 



it certainly is a good step in the right 22 



direction, so thanks for the analytical approach.   23 



  CHAIRMAN WEISENMILLER:  No questions.  24 



Thanks.  25 
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  PROFESSOR FRIEDMAN:  Thank you very much.   1 



  MS. KOROSEC:  All right, now it's time 2 



for us to move to our afternoon panel, so I'd 3 



like to ask the panelists to come up to the table 4 



if you don't mind.  We've got name tags for you 5 



so our Court Reporter can keep track of you 6 



during the spirited conversations that will no 7 



doubt ensue.  Our two IOU representatives will 8 



have a short presentation to begin with, and so 9 



you can either sit in your chairs and have me run 10 



your slides for you, or you can come up here to 11 



the podium and run them, as you prefer.   12 



  MR. WILLIAMS:  Yeah, it might be more fun 13 



-- I'm Ray Williams from PG&E, by the way -- it 14 



might be more fun if I gave Edison's presentation 15 



and Dhaval gives PG&E's, but I guess we won't do 16 



that today.   17 



  So I'm actually going to introduce a 18 



concept and take kind of the broad view that Lee 19 



Friedman did, and I'll try to move through these 20 



slides as quickly as I can.   21 



  So what I'd like to talk about is just to 22 



introduce this notion of a carbon metric 23 



framework that may tie some things together that 24 



have been talked about in a much deeper level 25 
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today, focus on that, but also talk a little bit 1 



about linkage, CHP, and GHG reductions, and cost 2 



containment.   3 



  PG&E and AB 32, we've been a longstanding 4 



supporter of the legislation.  I've been involved 5 



personally in the latter stages of that 6 



legislation moving through the Legislature in 7 



2006.  We support AB 32, we're implementing the 8 



measures.  We believe that California should 9 



adopt a multi-sector approach toward clean energy 10 



policies going forward, and we support a rigorous 11 



and transparent cross-sectoral analysis.   12 



  I'll also say that you'll see our little 13 



Venn Diagram up there, we have one portfolio on 14 



the supply side, but three objectives: system 15 



reliability, affordability for customers, and low 16 



environmental impact; it's a tricky balance.   17 



  So I just wanted to introduce this notion 18 



of a carbon metric framework.  The idea is to 19 



have something that's maybe not easy in terms of 20 



its analytics, but simple and transparent in 21 



terms of the ability to look at measures within 22 



the electric sector, the electric sector and 23 



transportation sector combined, and also, because 24 



of the way we constructed it, to look at program-25 
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based measures versus market-based measures.  It 1 



can also hopefully be a tool that you could use 2 



for looking at post-2020 greenhouse gas policies.  3 



It's a very simple construct, the cost of 4 



emissions reductions are shown as dollar per 5 



metric ton, it's net cost less -- divided by 6 



emissions abated, and I'll get into a little bit 7 



more on the next page about how we constructed 8 



it.   9 



  So what we looked at here, what we 10 



adopted after some discussion, was something like 11 



a total resource cost test, and so we looked at 12 



benefits that could be monetized in the relevant 13 



market, whether it's the energy market, or the 14 



transportation market, and we looked at that less 15 



the cost, the full project cost including capital 16 



and operating costs.   17 



  In terms of emissions included, we looked 18 



at what could be reduced or avoided at the burner 19 



tip, or at the tailpipe, to keep them equivalent.  20 



On transportation, we also looked at it on a well 21 



to wheel -- what's called a well to wheels basis, 22 



and from that, where relevant, we subtracted the 23 



carbon created, and that's relevant both for the 24 



Low Carbon Fuel Standard, as well as for CHP.  So 25 
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what we do with this kind of a construct is we 1 



make it as clear as we can what costs and 2 



benefits are included, and which are excluded, 3 



and that everything is transparent.  This 4 



particular construct where you're really looking 5 



at what's monetized as opposed to social costs 6 



helps you look at the cost of the program 7 



measures, but also related to a cap-and-trade 8 



market because essentially you've included and 9 



excluded the same costs that would be included or 10 



excluded when looking at allowance prices or a 11 



carbon tax.   12 



  Now, this is not to say that what's 13 



excluded is not relevant or important, we think 14 



that certainly it is, certain of these are more 15 



important for certain program measures versus 16 



others, and I'll talk about later how you bring 17 



that into the picture.   18 



  These next two slides show how we sort of 19 



grouped the results into three categories, this 20 



is conceptual, and then next we'll talk about 21 



what you might do with them going forward.   22 



  So what you see here are three circles, 23 



three ovals, green, yellow and red.  And 24 



essentially what we did here is we looked at the 25 
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cap-and-trade prices in the AB 32, so as some of 1 



you may know, there's a floor price in the 2 



auction reserve, which starts around, I think, 3 



$10.00 or so, it's about $14.00 in 2020, that's 4 



in 2010 dollars, and so it would be a little bit 5 



higher.  So that's a nice delineation for what 6 



really should be cost-effective almost without 7 



carbon.   8 



  We also looked at the third tier of the 9 



allowance price containment reserve, that's 10 



$66.00 in 2010 dollars or, to avoid some 11 



confusion, roughly $77.00 or $80.00 in 2020 12 



dollars.  So we tried to not only, by including 13 



and excluding certain costs, but by looking at 14 



what the Air Resources Board has in terms of a 15 



floor and ceiling, take these program measures 16 



and group them into these three categories.  And 17 



it's important in terms of how you might deal 18 



with these going forward.  We did have some 19 



initial results where we looked at the year 2020, 20 



and we looked at the program measures in the 21 



electric sector, namely electricity and natural 22 



gas energy efficiency, we looked at offsets, and 23 



we also looked at Renewables Portfolio Standard 24 



going from 20 to 33 percent, and we looked at the 25 
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cost of the Low Carbon Fuel Standard.  We had E3, 1 



Energy and Environmental Economics, help us with 2 



the Energy Sector Analysis, and we had ICF help 3 



us with the Transportation Sector Analysis, and 4 



an offset verifier, DMV, who helped us with 5 



offsets.  And these results initially showed that 6 



electric energy efficiency is clearly quite cost-7 



effective, there's probably more available on 8 



paper that's cost-effective beyond what's 9 



included in the AB 32 Scoping Plan.   10 



  We also found for natural gas energy 11 



efficiency it's quite cost-effective, but there's 12 



probably a limited amount available beyond what's 13 



in the ARB Scoping Plan.  So possibly quite a bit 14 



of promise in terms of electric energy 15 



efficiency.  So that's what looks inexpensive to 16 



us, at least on paper.   17 



  Moving to the yellow oval, here this is 18 



more moderate costs.  This is where offsets begin 19 



to look cost-effective, as you might expect; you 20 



introduce a carbon price into electric and 21 



transportation, or into anyone who is covered by 22 



a cap-and-trade program, and if you can buy 23 



offsets at $15.00 at a cap-and-trade price, your 24 



expectations about allowance price happen to be 25 
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$30.00, then offsets become attractive and it 1 



becomes a way of getting real reductions, but 2 



also moderating to the cost of California to 3 



utility customers.   4 



  Moving into the pink area, those are ones 5 



that we found to be expensive, but it might be no 6 



surprise that includes the Renewable Portfolio 7 



Standard going from 20 to 33 percent, those 8 



clocked in at around $150 to $200 a metric ton.  9 



We did it on a delivered cost of energy, which 10 



means we included the technology costs, a 11 



balanced plan cost, the integration costs, then I 12 



would say, in a not very sophisticated way, and 13 



also incremental transmission.   14 



  For the Low Carbon Fuel Standard, on a 15 



scenario basis, we had costs that came in in the 16 



$100.00 to $200.00 per metric ton range, so those 17 



also were expensive.  I will note that the Air 18 



Resources Board is looking at design changes to 19 



the Low Carbon Fuel Standard, and those design 20 



changes, which I think will be taken up next 21 



year, can reduce that cost from $100.00 to 22 



$200.00 a metric ton.   23 



  Okay, so in essence what I'm trying to do 24 



with this approach is to have something where you 25 
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can compare costs across program measures, you 1 



can compare across sectors, and you can also 2 



compare command and control measures to market-3 



based measures, that's the visibility that we 4 



were trying to create with this kind of approach.   5 



  Okay, so what might you do with this 6 



going forward?  So again, you have the same three 7 



categories, the same color scheme.  If a program 8 



measure such as electric energy efficiency comes 9 



in below the floor price, you might consider that 10 



to be cost-effective, you might prioritize 11 



implementation or look for ways to realize what 12 



you see on paper as additional GHG energy savings 13 



benefits.  If you're in the yellow area, these 14 



may be cost-effective today -- Lee talked about a 15 



price of $13.00, it could be $13.00 or $30.00, 16 



whatever the price might be.  This is the 17 



category that offsets falls into, these should be 18 



prioritized after Group 1, and once you explore 19 



the likelihood of a cap-and-trade price signal, 20 



or a carbon tax, whatever it is, in California 21 



right now it's AB 32, a cap-and-trade market, 22 



that that market can help improve the economics 23 



and make these cost-effective.  So you need to 24 



look at the interaction here between the market 25 
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itself and what else you might need to do.   1 



  So if a price comes in above the third 2 



tier of the reserve -- and the reason why I chose 3 



that number, by the way, is there was an ARB 4 



Board Resolution which requested that the staff 5 



itself ensure that the price in a cap-and-trade 6 



market does not exceed the allowance price and 7 



it's embedded in the third tier of the APCR.  So 8 



for convenience, it was a Board Resolution, they 9 



drew a line there for market-based measures, so 10 



I'm using it here in looking at various program 11 



measures.   12 



  So the idea here is not that you need to 13 



exclude or stop, but there are actually some 14 



things that Lee had mentioned earlier which I 15 



would also reinforce, and that is you want to 16 



ensure that the actions that you might look at, 17 



which initially might be quite expensive, there's 18 



a possibility of achieving market transformation, 19 



getting cost reductions, and getting significant 20 



abatement from that activity.  So you have to 21 



just essentially ask yourself a few different 22 



questions than you would in program measures that 23 



might fall in the first categories, or 24 



initiatives that might fall in the first category 25 
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or the second.   1 



  The second is, let's go back to societal 2 



benefits, we can look to see if societal benefits 3 



outweigh societal costs, so if you go back to 4 



page 5 where you see all the elements that I 5 



excluded, if things come in at a very high level, 6 



just looking at sort of a market-based, or what 7 



can be monetized kind of approach, and it doesn't 8 



look cost-effective, then this might be a time 9 



and it may be more efficient to bring in those 10 



societal costs and benefits and see what that 11 



picture looks like.  Okay?   12 



  Also, you'll find that we're concerned 13 



about the cost to utility customers, and to the 14 



extent that you have very expensive measures, 15 



particularly early on, we would hope that we 16 



could be looking for funding sources, at least 17 



initially, that were not utility customer rates, 18 



they could come out of Federal Government 19 



funding, or AB 32 cap-and-trade revenues, or 20 



private equity -- green private equity, and there 21 



may be other places to go, it would be good to 22 



explore other places to go besides utility rates.   23 



  Okay, shifting topics, linkage.  Linkage 24 



is good.  Maybe we don't need to be sold too much 25 
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on that.  You know, and the easy example is the 1 



electric sector is about 100 million metric tons 2 



per year in terms of emissions, and 80 percent 3 



reduction is essentially an 80 million metric ton 4 



reduction.  That's not a lot in the grand scheme 5 



of things and clearly if we're not an example for 6 



others, we haven't really accomplished very much.  7 



So I don't think I necessarily need to go through 8 



too many more of these bullet points, I think 9 



maybe they're quite evident.  Certainly the Air 10 



Resources Board is very active in terms of 11 



finding ways to link with other jurisdictions, 12 



and apparently so is the CEC.   13 



  I want to talk a little bit about CHP, 14 



and Bob knows - I'm sorry, Chairman Weisenmiller 15 



knows way more about this topic than I do, but -- 16 



  CHAIRMAN WEISENMILLER:  But I was going 17 



to say, but you walk into it each time on start-18 



up and --  19 



  MR. WILLIAMS:  I'll walk into it every 20 



time, I'm just a very slow learner that way.  So 21 



just talking about CHP with respect to when does 22 



it and when might it not reduce greenhouse gas 23 



emissions, that's the question.  In order to 24 



answer this question in a rigorous way, you need 25 
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to define the appropriate metric, which is 1 



separate heat and power, which includes, as you 2 



see on the Y axis, the efficiency of a boiler, 3 



and on the X axis, grid electrical efficiency at 4 



the margin.  So, in essence what this line does 5 



is it delineates resources which can reduce CHP, 6 



which would be in that upper right quadrant, and 7 



resources which may decrease CHP, which would be 8 



in the lower left quadrant.  And again, this 9 



benchmark relates only to natural gas topping 10 



cycles, CHP.  I think it's pretty evident that 11 



bottom cycling CHP or renewable CHP does reduce 12 



greenhouse gas emissions.   13 



  So why is this line important and why 14 



does it need to be carefully drawn?  If you go to 15 



the next page, you can see there are three lines 16 



here, the first you'll see a dotted line to the 17 



left of that red line right there, that is an 18 



average emissions for U.S. Grid, and is clearly 19 



higher emitting on the grid side because there's 20 



coal in the mix on the margin, not just natural 21 



gas.  And there, if you look at a series of dots 22 



there which represent different technologies and 23 



different operating efficiencies, in that 24 



particular market, or in that context, CHP is 25 
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greenhouse gas reducing because it's to the right 1 



or the upper quadrant, you might say, relative to 2 



that line.  If you look at the red line, which is 3 



the same as was on the previous page, you'll see 4 



that GHG or CHP facilities, again, different 5 



technologies, different assumptions about 6 



operating efficiencies, are on both sides of the 7 



lines.  So, in essence, the message here is that 8 



you really have to look very carefully at the 9 



market that you're looking at, and you have to 10 



look very carefully at the technology and the 11 



operating efficiency of CHP facilities in order 12 



to make an appropriate comparison.   13 



  And you'll see on the right, that's 14 



essentially taking the same line here, but giving 15 



credit to 30 percent RPS.  This is shown in an 16 



ICF study, I believe, commissioned by the CEC.  17 



I'm not saying I don't think that's necessarily 18 



the right metric, but I just show it there for 19 



reference.   20 



  CHAIRMAN WEISENMILLER:  Yeah, but as I 21 



said, I think the technical analysis represents 22 



PG&E's litigation position on these issues.  23 



Certainly if you had Jim Ross or someone else to 24 



do the double-hump, or even the net heat rate 25 
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type of number, to take in account start-up and 1 



no load, you would really shift that.  Having 2 



said that, we really really really need to focus 3 



on getting the bottoming cycle stuff going.  Now, 4 



as you know, there was that one project you guys 5 



held up for five years on interconnection stuff 6 



that was a bottoming cycle, so we really want to 7 



see progress there, also renewable CHP, and 8 



certainly any wastewater treatment where you 9 



could be reducing methane emissions.   10 



  MR. WILLIAMS:  I hope that Sam Rick (ph) 11 



is moving along well.   12 



  CHAIRMAN WEISENMILLER:  I'm hoping 13 



there's no more hang-ups like that.   14 



  MR. WILLIAMS:  I will say, I obviously 15 



represent the procurement side of PG&E, and in 16 



our last RFO we made phone calls encouraging 17 



through the various CHP trade groups to bring 18 



bottom cycling and renewables CHP to our RFOs, 19 



and we'll certainly take a close look at what we 20 



get through those RFOs.   21 



  CHAIRMAN WEISENMILLER:  That's good.  22 



  MR. WILLIAMS:  Okay, so let's -- I'm 23 



going to focus here back on the electric sector.  24 



These analytics are a little bit out of my area 25 
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of practice, I focus on CHP, which is why I 1 



continue to have this conversation with Chairman 2 



Weisenmiller.  Also, CCA, as well as GHG, but 3 



I'll talk a little bit about this.  Obviously, 4 



one of our three objectives is to maintain 5 



reliability and we are very focused, in part 6 



because of the illustrations provided by the duck 7 



graphs, and much of what you heard here today, on 8 



flexible products and attributes, in terms of how 9 



we would like to think about procurement going 10 



forward is to look at the product or the 11 



attribute, how much do we think we need given the 12 



change or the increasing penetration of 13 



renewables over time, and have the ability from a 14 



procurement perspective to select the lowest cost 15 



alternatives on a product or an attribute basis, 16 



and so this is just a conceptual curve, it's not 17 



necessarily meant to rank order these various 18 



ways where flexibility could be brought to the 19 



system, but the notion is from a procurement 20 



perspective it's better not to have -- it costs 21 



less to our customers to minimize technology set 22 



asides where we can do that, and to bring these 23 



attributes in to one procurement proceeding if 24 



that were possible.   25 
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  You know, we prefer moving towards 1 



market-based measures to the extent that we can, 2 



and we hope that the carbon metric framework that 3 



we've shown here can help with that, and can help 4 



improve the visibility between program measures 5 



and market-based measures.  We really encourage 6 



and will certainly support seeking and taking 7 



advantage of expanding GHG reduction initiatives 8 



to work with other jurisdictions.  We also need 9 



to think about the costs to our customers, and 10 



that's a responsibility that we have as a 11 



utility, and to think about, if other entities 12 



are not joining us, what kind of economic 13 



disadvantage that may place the State under, what 14 



the cost might be to our customers, and figure 15 



out where to go from there.   16 



  So again, from a California perspective, 17 



I think these three objectives are all important.  18 



You know, looking at reliability and low 19 



environmental impact, those two, it's very 20 



difficult just to solve that problem, but I think 21 



it's really important that we bring affordability 22 



into that picture and to really think about a way 23 



to look at this in a systematic way where costs 24 



are part of the picture as we move down this 25 
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road.  I think I'll stop there.  Thank you.  1 



  COMMISSIONER MCALLISTER:  Thanks very 2 



much.  Just one sort of broad question.  It seems 3 



-- so this framework obviously, there's a lot to 4 



like about it, I mean, you have to pay attention 5 



to all of those things, and I think you won't 6 



find a whole lot of disagreement about those 7 



three overlapping goals.  I guess just, you know, 8 



there is some urgency here to kind of get this 9 



done and I guess I would just ask about things 10 



like, okay, well, if you're going to be asked to 11 



do something, and then there's a whole -- say 12 



it's Demand Response, or it's this sort of 13 



procurement of a certain kind of resource, you 14 



know, it seems to take a really long time just to 15 



work out the nuts and bolts of how it's going to 16 



work, you know, even just the basic things like 17 



cost recovery, how you guys are going to get your 18 



cost recovery, that can take a couple of years.  19 



So how sort of might a collaborative partnership 20 



that you've alluded to here kind of function to 21 



move it along relatively quickly so that the 22 



bottleneck kind of isn't there in the near term?  23 



It's a very broad question, I acknowledge.   24 



  MR. WILLIAMS:  I will say, you know, we 25 
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do have an energy resource and recovery account 1 



and we're looking at about a billion dollar 2 



increase from 2013 to 2014, so that's an 3 



important issue, I think, for us.  Roughly half 4 



of that is associated with greenhouse gas, the 5 



2013 costs that we incurred as part of the cap-6 



and-trade market, and the next -- the incremental 7 



amount of renewables that are coming in in 2014, 8 



and these are from fairly expensive contracts 9 



that were negotiated back a few years ago.  I 10 



would say, though, to get people to talk to each 11 



other, so to Air Resources Board and the CEC and 12 



the PUC maybe to take to each other more, it's 13 



great that you have the ISO here and thinking 14 



about these problems, and to talk in a 15 



collaborative way, like most of these workshops 16 



are.  But also what I'm trying to promote here is 17 



a transparent set of analytics so that the 18 



framework is easy to understand.  The data that 19 



we used, we took a statewide perspective, it was 20 



a condition of working with the two consultants, 21 



the two primary consultants, E3 and ICF, that 22 



they used public data, and that they make their 23 



reports available for anyone to look at.  So, you 24 



know, good transparent analytics, a framework 25 
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that everyone can follow, and just good 1 



communication between the agencies.  We've been 2 



talking a fair amount with SMUD recently, they 3 



have some good ideas for us, hopefully we have 4 



some for them, as well.   5 



  COMMISSIONER MCALLISTER:  So just one 6 



final question.  Was this something that PG&E 7 



sort of took upon itself to do and contract ICF 8 



and E3 on?  Or was there some PUC order to do 9 



this, look into this issue?  Or I guess what's 10 



the origin of this particular effort on your 11 



part?  12 



  MR. WILLIAMS:  This work was my idea, you 13 



could say.  It was done -- it wasn't done 14 



pursuant to a PUC order, it was done really to 15 



help us engage in the -- originally to engage in 16 



these Scoping Plan updates at the Air Resources 17 



Board, which needs to be done in 2013, you know, 18 



this is the reason we included offsets, this is 19 



the reason we tried to bring in a transportation 20 



measure to help show that this kind of a 21 



framework could work across sectors.  But in 22 



essence, it was done to help us with the AB 32 23 



Scoping Plan Update.  But, you know, we're here 24 



to share it with anyone, and hopefully in some 25 
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form or another the agencies will take it up and 1 



maybe it can help with the coordination between 2 



agencies, and help us find a lower cost solution 3 



overall.  4 



  COMMISSIONER MCALLISTER:  Yeah, I think 5 



that's something we do reasonably well.  So thank 6 



you very much, appreciate it, and let's keep it 7 



moving and have Edison's presentation, and then 8 



hopefully have quite a bit of time leftover for 9 



the panel.   10 



  MR. DAGLI:  Good afternoon, Commissioner 11 



McAllister, Chair Weisenmiller, Energy Commission 12 



staff and the workshop participants.  Thank you 13 



very much for this great opportunity to offer a 14 



few thoughts on this important topic.   15 



  Over the next few slides, what I would 16 



like to quickly touch upon is some Edison 17 



involvement in future infrastructure need 18 



assessments, some future industry trends.  I want 19 



to briefly talk about a current Edison effort to 20 



focus on the reliability aspect of preferred 21 



resources.  I also want to take this opportunity 22 



to raise a few questions related to future 23 



industry evolution and the business models 24 



supporting that, and then I also want to quickly 25 
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touch upon the rate structure issues.   1 



  So one of the things I wanted to point 2 



out is there are many forums currently in play, 3 



there are a whole host of different 4 



infrastructure need assessments that are being 5 



looked at.  Some of the examples we have listed 6 



here, the most prominent one is the PUC's LTTP  7 



Proceeding, the three separate tracks that are 8 



looking specifically at what sort of 9 



infrastructure need exists in light of various 10 



changes occurring very quickly and somewhat 11 



suddenly to the electric system, especially in 12 



Southern California.  I mean, one of the tracks 13 



has already yielded a procurement mandate for 14 



both conventional and preferred resources.  15 



Another two tracks are currently underway, one of 16 



them looking at additional infrastructure need to 17 



integrate renewable resources pursuant to 33 18 



percent RPS, and also additional local 19 



reliability need in both SCE and SDG&E areas in 20 



light of the retirement of SONGS that was 21 



announced in June, earlier this year.   22 



  I also want to touch upon the CAISO's 23 



transmission planning process, which is another 24 



robust forum to evaluate a variety of different 25 
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future scenarios and identify transmission grid 1 



development opportunities for both reliability 2 



and efficiency.  And then, you know, you are very 3 



well aware of the Desert Renewable Energy 4 



Conservation Plan, which is once again an 5 



important forum to evaluate infrastructure needs 6 



in light of the State's preference to reduce 7 



greenhouse gas emissions.   8 



  So this is just a snapshot of what's 9 



happening today and similar activities will 10 



continue to occur; so long story short, one of 11 



the questions the Commission staff had asked, you 12 



know, what sort of tools and models are needed, I 13 



simply wanted to point out that there is a robust 14 



forum out there which does look at various 15 



simulations models, various demand forecasts, 16 



various supply scenarios, etc., and tries to come 17 



up with plans that utilities can act upon in 18 



order to ensure that the system infrastructure 19 



stays intact to deliver reliable, safe, and 20 



affordable electricity to the State's consumers.   21 



  Moving on to some future industry trends, 22 



this of course is not based on any detailed 23 



analysis, nor as Chair Weisenmiller had remarked, 24 



is it based on astrology, this is just an effort 25 
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to articulate some observations that we see 1 



currently underway.  So we at Edison believe that 2 



over the next 10 years, especially in Southern 3 



California, the focus will continue to be on 4 



maintaining the local area reliability in light 5 



of some of the infrastructure evolution that's 6 



currently going on, primarily the phase-out of 7 



once-through cooling, also in parallel of aging 8 



infrastructure retirement, including aging power 9 



plant retirement, then the retirement of San 10 



Onofre that has made a lot of news.  11 



Simultaneously, we do have a lot of renewable 12 



resources that, like Ray mentioned a few minutes 13 



ago, were signed several years ago, but they are 14 



mostly coming on line now, and so the need to 15 



integrate those renewable resources is upon the 16 



various utilities and that effort is also 17 



resulting in a lot of infrastructure 18 



requirements, both on transmission side, as well 19 



as a need to have sufficient flexible resources 20 



to integrate those resources.   21 



  Over and beyond the 10 years, meaning 22 



over the next 10 to 20 years, we believe, or we 23 



at least envision, a potential to see a much 24 



higher level of distributed energy resources, 25 
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mostly interconnecting at distribution level.  1 



This is a trend, you know, I'll talk about it a 2 



little more, but that has the likelihood of 3 



completely changing the utility business model 4 



that exists today, which is really to take a 5 



product that is created at a central power plant, 6 



use the pipelines or transmission lines, if you 7 



will, to deliver it one way to the end use 8 



customer.   9 



  Second, a potential trend over the next 10 



10 to 20 years is an increased penetration of 11 



various forms of transportation electrification, 12 



not just Battery Electric Vehicles, or Plug-In 13 



Electric Vehicles, but also other forms of 14 



transportation electrification, which, even 15 



though it was discussed earlier this afternoon 16 



that may or may not turn out to be a very large 17 



portion, but even if it is five to 10 percent of 18 



load, I mean, that is pretty sizeable in terms of 19 



electricity demand, especially when the current 20 



projections show it's not going very 21 



significantly.   22 



  And then lastly, over the next 10 to 20 23 



years, it's very likely that advanced 24 



technologies such as energy storage will be much 25 











    212 
 



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



 



more available and affordable and will become a 1 



much larger part of the electric infrastructure.   2 



  Beyond that, 20 to 40 years or beyond, I 3 



think there are open questions about whether the 4 



primary form of decarbonization will be through 5 



large central station renewable gen, paired up 6 



with bulk transmission, and/or a vast number of 7 



smaller preferred resources which are mostly at 8 



the distribution level.  This is an important 9 



criteria, I mean, depending on which becomes more 10 



accepted, or more of a norm, it does have a very 11 



different impact on the electricity 12 



infrastructure and both grid operations and 13 



utility business models as we see them today.  Of 14 



course, as I noted here, land use issues, 15 



intermittency, over-gen, all those issues do need 16 



to be addressed in either scenarios because, 17 



regardless of whether it's large central station, 18 



or localized, we are looking at intermittent gen, 19 



which will create most of these issues.  20 



Hopefully, advanced technologies will be 21 



available to mitigate those impacts, and as other 22 



speakers have mentioned before, especially 23 



Lorenzo touched upon that quite a bit, 24 



distribution circuits may evolve into smart 25 
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microgrids at the local level.  So all in all, 1 



industry trend is pointing to a very different 2 



future than what has been the case for the past 3 



100 plus years.   4 



  This is just a very brief, you know, 5 



making you aware type mention of an Edison effort 6 



that we have recently undertaken.  We first 7 



discussed that in the LCR, or Local Capacity 8 



Requirement Procurement Plan that we had 9 



submitted to the PUC not too long ago, and then 10 



in testimony that we will be submitting shortly 11 



related to the replacement infrastructure 12 



requirement in light of SONGS' retirement, we 13 



plan to discuss this some more.  And, of course, 14 



whatever is not covered in both of those areas, 15 



we will probably reach out to the PUC on a 16 



standalone basis.  The basic intent here is to 17 



have a paradigm shift in procuring preferred 18 



resources.  What we have observed is most of the 19 



preferred resources procurement today happens to, 20 



you know, satisfy individual compliance targets 21 



or mandates without a whole lot of attention paid 22 



to the reliability impact of that preferred 23 



resource acquisition.  And so Edison, what we 24 



would like to see is to start a dedicated focus 25 











    214 
 



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



 



on better measurement, assessment and improvement 1 



of the preferred resource acquisition strategy so 2 



that we understand their attributes better, you 3 



know, what they can do to help with reliability 4 



and essentially, you know, try to acquire 5 



preferred resources in a strategic way where not 6 



only do they help with reducing consumption or 7 



making consumption more energy efficient, but 8 



also help maintain or improve the grid 9 



reliability.   10 



  Currently, preferred resources tend to 11 



require a corresponding response on maintaining 12 



the reliability, by additional flexible 13 



resources, etc., so this in part will hopefully 14 



help mitigate some of that additional need.  You 15 



know, the bottom line here is we would like to 16 



develop a balanced portfolio of both supply and 17 



demand side resources, demand side preferred 18 



resources, and that we can essentially count on 19 



to provide performance attributes while also 20 



achieving social objectives.  21 



  So here is the most interesting part for 22 



today's presentation.  These are some questions, 23 



and I don't necessarily have any answers, but 24 



questions nevertheless, important to discuss, 25 
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with especially this group of people because some 1 



of these questions are relevant to the future 2 



policy.   3 



  By the way, this no means is an 4 



exhaustive list, I've tried to cherry pick things 5 



that appeared to be relevant and important enough 6 



to start addressing them now.  So first question:  7 



A lot of the discussion today has inevitably 8 



focused on a need for a whole host of different 9 



types of infrastructure, whether it's Smart Grid 10 



type features, integrating better distributed 11 



gen, measurement, and other type of metrics, but 12 



requiring some dedicated infrastructure, as well 13 



as things like electric charging stations, etc.  14 



Question is, both the generation side of the 15 



investments, load management side of the 16 



investments, as well as infrastructure simply to 17 



maintain reliability and to integrate those 18 



investments, how will they occur and be paid for?  19 



I mean, are these investments regulated, 20 



unregulated, or a combination?  And are they 21 



happening, you know, which we would prefer, which 22 



is through markets, or are they likely to happen 23 



through mandates?  If they are to happen through 24 



markets, what is the mechanism to start working 25 
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on developing such markets so that they're ready 1 



when the society needs them to happen?   2 



  Second question here, in a highly 3 



distributed gen world, as anyone can imagine, the 4 



end use consumption that is metered and built by 5 



the utilities is going to reduce quite a bit; in 6 



that event, if volumetric rates may or may not be 7 



the most palatable way to get compensated for the 8 



services that a utility provides, I mean, what is 9 



the way that a utility is going to receive its 10 



fair compensation and cost recovery for the 11 



services it will likely need to continue to 12 



provide, especially to support the localized 13 



resources?  Similarly, if a future, whether it's 14 



2030 or much beyond that, nevertheless, if that 15 



future includes a significant number of plug and 16 



play, I mean, I think one speaker mentioned a 17 



refrigerator-sized storage device in each home, 18 



or something like that; well, if that's the 19 



model, once again, how will the utility ensure 20 



the reliability and safety of that service when, 21 



you know, they may or may not be directly 22 



involved in installation for monitoring of those 23 



plug-and-play type both supply side and demand 24 



management side devices?  And similarly, will the 25 
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utilities have to invest in costly and long lead 1 



time distribution circuit upgrades just to make 2 



those devices, you know, workable in small 3 



distribution circuits.  If so, once again, key 4 



question: how would the cost recovery work?  Who 5 



will pay?  And how?   6 



  Lorenzo talked a lot, and I don't want to 7 



replicate this, but once again, the system 8 



operation and bulk system interface issues will 9 



be key to answer, I mean, how will the 10 



distribution system interface with the bulk power 11 



network?  And if an Independent System Operator 12 



is still on the hook to maintain the reliability 13 



of the system, will they be able to rely on those 14 



distribution level resources?  Or will they see a 15 



need for back-up flexible central station 16 



capacity just so that there's no reliability 17 



issues?   18 



  The last topic I want to touch upon here 19 



is the rate structure.  Under the current rate 20 



design, the tiered rate design, as well as the 21 



net energy mirroring rules, it's just a fact that 22 



an increasingly smaller number of customers are 23 



now bearing the utility's incremental costs.  24 



This is not a sustainable outcome, I mean, this 25 
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does not, 1) make a cost allocation fair, nor 1 



does it provide the right signals for wide 2 



adoption of some of these technologies.  I mean, 3 



net energy metering currently allows customers to 4 



avoid paying the utility's fixed costs, including 5 



the costs associated with reliability connecting 6 



that very same customer to the grid.  And 7 



similarly, under the flawed residential rate 8 



structure, high usage customers are able to 9 



reduce their bills far far above their actual 10 



avoided cost.  So the difference is, both with 11 



the costs of connecting that customer to the 12 



grid, as well as maintaining that customer's 13 



reliable service, as well as the payment that's 14 



above what it costs, I mean, that delta is then 15 



borne by the remaining customers.  I mean, this 16 



is essentially not a structure that will work if 17 



we are looking far down the road at 2030 and 18 



beyond.   19 



  I just wanted to mention here that, at 20 



the PUC, the PUC does have a proceeding to look 21 



at the residential rate design, and Edison has 22 



made proposals in that proceeding for increased 23 



fixed charges and flattening of tiered rate 24 



structures.   25 
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  Just some concluding thoughts here.  You 1 



know, as we mentioned, especially in context to 2 



the preferred resource pilot, we at Edison do see 3 



a need to develop balanced portfolios.  We need 4 



tools and metrics to assess the reliability of 5 



preferred resources.  We don't see them currently 6 



being effectively used and we see a need to 7 



create such tools and metrics if we are to try to 8 



avoid reliability issues with increased 9 



penetration of preferred resources.   10 



  We also believe that policymakers need to 11 



assess and honestly discuss the reliability and 12 



safety risks involved in the policy preferences 13 



that they will put in place today related to 14 



future electricity infrastructure.  And then, 15 



lastly, you know, we believe the industry model, 16 



the framework, is on its pathway to change, 17 



fundamentally, if some of the trends that I 18 



mentioned earlier do come true, and the challenge 19 



is to make sure that the industry framework and 20 



business models are evolving to a sustainable end 21 



state, which are not only going to provide the 22 



right level of safe affordable and reliable 23 



electric service to consumers, but also yield 24 



desired policy outcomes.   25 
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  So those are all the remarks.  On the 1 



last page, this is a schematic of a Smart Grid 2 



Demonstration Project that Edison currently has 3 



underway in Irvine, just for everyone's 4 



awareness.  And that concludes my remarks.   5 



  COMMISSIONER MCALLISTER:  Thanks very 6 



much for your remarks.  I think we do need to 7 



move into the panel because we're a little bit 8 



behind, and we're kind of shortchanging them a 9 



little bit, and also we have public comment 10 



afterwards, so I won't ask any questions at this 11 



juncture.  12 



  CHAIRMAN WEISENMILLER:  Yeah, actually 13 



what I was going to do was just frame two 14 



questions for the panel based upon -- one of them 15 



was certainly anyone who wants to comment on ways 16 



to make the utility business model more viable, 17 



that would be interesting, and in terms of the 18 



changes we're looking at; and the other one is, 19 



to the extent that, you know, the utilities are 20 



talking about some sort of fixed cost recovery -- 21 



I know I always think of it in terms of what do 22 



we get back in terms of are there specific 23 



elements of an investment plan in terms of a 24 



smart grid that, you know, we can try to convince 25 
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the customers that they're getting value for that 1 



charge, certainly those are two suggestions at 2 



least for overarching questions.  Obviously, 3 



they're suggestions, I'm sure you have other 4 



things in mind.  5 



  MR. VIDAVER:  Commissioners, may I ask a 6 



favor?  Mr. Webster of LADWP had hoped to 7 



participate in the panel and he has a plane to 8 



catch, but he was hoping to be able to respond to 9 



a comment made during public comments before 10 



lunch, if he might address you briefly?  11 



  CHAIRMAN WEISENMILLER:  Sure.  An early 12 



public comment.   13 



  MR. WEBSTER:  All right, thank you for 14 



the consideration, but the question that I wanted 15 



to respond to was can't we just go ahead and 16 



eliminate all of our ocean water cooling plants 17 



and replace them with something different.  And I 18 



made the comment that we really needed those for 19 



support of our electric grid, and here's what I 20 



really want to stress, is that our transmission 21 



system is built such that these local plants 22 



actually support the transmission without them is 23 



that we run the risk that that transmission would 24 



actually sag, melt, especially if there's a 25 
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contingency.  And the only way around not having 1 



these coastal plants is to build transmission 2 



that comes into the southern part of the grid and 3 



supports it, and I don't know how we actually get 4 



rights of way to do that, come through the ocean, 5 



come through neighborhoods, but for us, because 6 



of the way it's built, we absolutely must have 7 



generation there.   8 



  Now, with that comment said, it doesn't 9 



mean that we actually have to run those plants 10 



all the time, it means we need that capacity 11 



start-up quickly and by transitioning from these 12 



older technologies, we have to sort of run them 13 



all summer so that they're there available, with 14 



gas turbine technology we'll actually be able to 15 



just know they're there and be able to start them 16 



up quickly.  So while the capacity factors are 17 



very very low, it's the capacity that's really 18 



needed.  So I wanted to respond to those comments 19 



from the Sierra Club, and I just wanted to hit 20 



that directly, that we don't see any alternative 21 



around having this generation locally to support 22 



the transmission system.  All right, thank you 23 



for the opportunity.   24 



  COMMISSIONER MCALLISTER:  Thank you.  So 25 
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any particular -- well, David, you're going to 1 



moderate?  2 



  MR. VIDAVER:  When I was a student at 3 



Berkeley, one of my professors told the class "I 4 



can make all of you pick up a pen and write one 5 



dot on a piece of paper," but I notice that the 6 



Chairman has that ability, as well.  It's perhaps 7 



-- you recall there are individuals on the panel 8 



that have not had a chance to speak today and may 9 



want to speak to what they've heard.  We have 10 



Sierra Martinez of the Natural Resources Defense 11 



Council, and Matt Vespa of Sierra Club, and Laura 12 



Wisland of the Union of Concerned Scientists.  So 13 



if any of you would like to have a Powerpoint-14 



free opening statement, go for it.   15 



  MR. MARTINEZ:  Sure.  So thank you for 16 



inviting us onto this panel and thank you, 17 



audience, for sticking with us through to the 18 



end. My name is Sierra Martinez, as Dave 19 



mentioned, and I'm representing the Natural 20 



Resources Defense Council.  We represent our 21 



100,000 members in California here and our main 22 



concern is the environmental impact of our 23 



dependence on energy consumption.  24 



  I want to start off by commending you for 25 
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having this conversation here in the IEPR forum, 1 



I think it's the right forum because it takes 2 



care of this statewide perspective.  I think it's 3 



important to have it here, as well, to have it 4 



early, we can't be having these conversations 5 



early enough.   6 



  In thinking about the substantive issues 7 



raised today in how we're going to meet our 2030 8 



and 2050 goals, I think it was clear from 9 



everyone's presentation that there will not be 10 



any single technology that solves our problems.  11 



This is going to be a portfolio of technologies 12 



and a package of policies.  So the Energy 13 



Commission, I would recommend, taking concrete 14 



actions after all these conversations in the form 15 



of studying various scenarios, including 16 



aggressive scenarios.  Some of the topics that 17 



were raised today, I want to make some brief 18 



comments on.  Flexible generation:  a lot of 19 



people are concerned with this, and rightly so; 20 



however, we should make sure to study the 21 



embedded flexible capacity in our system at the 22 



outset before setting up procurement mechanisms 23 



to arrive at the need for new flexible capacity.  24 



At the FERC technical conference the other month, 25 
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TURN presented slides on various estimates of how 1 



much flexible capacity actually is embedded in 2 



our system.  One particular place that might be 3 



interesting to study would be in hydro-pumping.  4 



About one-fifth of the State's electricity 5 



consumption is used by moving and treating water 6 



around the state and the ability to pump at 7 



different times during the day could alleviate 8 



the need for flexible resources going forward.  9 



  I can't highlight enough the importance 10 



of energy efficiency in reducing our need for 11 



flexible generation.  People often think of 12 



energy efficiency as sort of a baseload demand-13 



side resource, but different energy efficiency 14 



measures can reduce energy consumption at 15 



different points in the day, and you can get 16 



different load shapes.  For example, residential 17 



lighting efficiency measures are going to be 18 



producing the bulk of their savings during the 19 



4:00 p.m. to 8:00 p.m. timeline that we see so 20 



pronounced in that duck curve.   21 



  Last, there's been a lot of discussion 22 



today about the costs of going forward and 23 



meeting our 2030 and 2050 greenhouse gas goals, 24 



but none of them are larger than the cost of 25 
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doing nothing.  We're engaging in an experiment 1 



with the earth's atmosphere and the consequences 2 



are untold, and therefore the Energy Commission 3 



should go forward in making aggressive scenarios 4 



the focus of its further studies.  Thank you for 5 



the opportunity.  6 



  COMMISSIONER MCALLISTER:  Thanks, Sierra.  7 



I will second what you said about lighting -- 8 



huge opportunities in lighting in existing 9 



buildings and all of its tape.   10 



  MS. WISLAND:  Should we just go around?  11 



Or do you want questions?  12 



  COMMISSIONER MCALLISTER:  Yeah, that 13 



would be great.  14 



  MS. WISLAND:  Okay.  Hi, good afternoon. 15 



I'm Laura Wisland with the Union of Concerned 16 



Scientists.  I work in the Claimant Energy 17 



Program in our Berkeley Office.  Thank you so 18 



much for the opportunity to speak, thanks to the 19 



audience for sticking with us.  I first want to 20 



say that I really appreciate the CEC putting on 21 



the table 2030, I think it's high time we start 22 



talking about what this should look like, 23 



actually NRDC, UCS and Sierra Club have all 24 



worked together on the Long Term Procurement 25 
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Planning process with the PUC, trying to use the 1 



LTTP as the place to start looking more long 2 



term, and so far they haven't been willing to do 3 



that, so we really appreciate the opportunity to 4 



have this discussion.  I think the CEC is a good 5 



venue for this because you're looking at the IOUs 6 



as well as the Munis, so it's really important.   7 



  And there's been a lot said today, 8 



there's a lot to digest, so my comments are kind 9 



of big picture, and then some specific real time 10 



reactions to Edison's and PG&E's presentation.  11 



I'm hoping that throughout the course of this 12 



year we'll have an opportunity to drill down on 13 



some of these issues a little bit more and talk 14 



more specifically about Demand Response potential 15 



in different areas, storage cost assumptions, 16 



those sorts of things that were touched on at a 17 



very high level.   18 



  So the first thing that I want to say is 19 



that I was really glad to hear the Chair bring up 20 



issues concerning climate change and its impacts 21 



on the electricity grid because we're obviously 22 



beginning to see this, and the Energy Commission 23 



really has been ground zero for some really 24 



important research on this issue, and I really 25 
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hope that that continues.  And I hope that, as we 1 



start to look through different scenarios for 2 



2030, that you can help us connect the dots 3 



between the great research happening in other 4 



departments at the CEC on this issue surrounding 5 



how our different electricity choices in the 6 



future are going to make the grid more 7 



vulnerable, or more resilient to climate change, 8 



dealing with things like transmission losses, 9 



thermal plant efficiency losses with extreme heat 10 



events, and wildfires, and obviously the loss of 11 



our Sierra snowpack.   12 



  The second overarching comment that I 13 



wanted to make was regarding the role of 14 



innovation and policy, so it seems like most of 15 



the parties today agree, including the two 16 



presentations from academic institutions that, no 17 



matter what, we're going to need some technology 18 



innovation to reach our 2050 emission reductions, 19 



and beyond.  And what's more, we want this 20 



innovation to happen, and we want it to happen 21 



here because, you know, we want to be the state 22 



that's bringing in the venture capital money, and 23 



we want the tax revenues, we want the jobs 24 



associated with this innovation.  And California 25 
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sees real economic benefits to being out in front 1 



of some of these technologies.   2 



  That said, there's also been comment 3 



today about how additional policies shouldn't 4 



happen until we fully understand the impacts of 5 



higher increased levels of renewables and other 6 



clean energy technologies, and while I think it's 7 



important to understand the implications, I don't 8 



think -- I honestly don't think we're going to 9 



have all the answers before we start moving 10 



forward and, in fact, what drives a lot of the 11 



innovation is stretched policy goals, that's what 12 



sends the signal to the market that that's where 13 



the innovations are needed, so I don't think that 14 



we should be afraid to start talking about long 15 



term policy goals and aspirations while we 16 



continue to do the research about the 17 



implications and the costs.   18 



  I also wanted to just say that I think 19 



that the energy commission can be a really great 20 



convener of market participants, especially 21 



surrounding an area like Demand Response, where 22 



it seems like we have a lot of hope for it, but 23 



it hasn't been quite as tangible as we would like 24 



it to be.  It seems like SMUD, DWP, and the ISO 25 
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are all planning to make investments in the next 1 



year to catalogue the potential of Demand 2 



Response in the state, which I think is great, 3 



but then the question is, okay, so now what?  So 4 



now that we know what the potential may be, what 5 



sorts of commitments are we going to make to 6 



actually making it happen?  And I think that 7 



having this conversation in a public venue like 8 



the Energy Commission is a really great place to 9 



be realistic, but also create some accountability 10 



for moving forward on these resource potential 11 



assessments.   12 



  And then just really quickly, responding 13 



to Edison and PG&E, I think that Edison's -- what 14 



did you call it -- the preferred resource pilot 15 



project that you're going to do is a really great 16 



-- the living pilot -- is a really great example 17 



of actually moving forward and going beyond the 18 



theoretical and trying some stuff on the ground, 19 



and so I really look forward to hearing about 20 



your experiences.  And obviously also 21 



understanding how you're defining the preferred 22 



resources and making sure that storage companies 23 



and Demand Response providers think that your 24 



definitions are realistic, so I really hope to 25 
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see more of that.   1 



  And then I didn't have a lot of time to 2 



digest PG&E's concept of the total resource cost, 3 



carbon metric evaluation, but you know, my first 4 



reaction is that I think it's obviously very very 5 



important to do cost benefit analysis when we're 6 



talking about something as major as transforming 7 



the electricity grid and rate impacts.  I do 8 



think it's really tricky and we have to be very 9 



clear what costs and benefits we include in this 10 



calculation, otherwise we're just going to get 11 



into the same vicious cycle of undervaluing the 12 



benefits of renewables and underestimating the 13 



costs of fossil fuel.  There's a lot of 14 



additional reasons why we're investing in clean 15 



energy besides the energy savings, there are 16 



tangible public health benefits, there are very 17 



tangible and quantifiable portfolio diversity 18 



benefits that we don't want to lose in that 19 



calculation.  So I'll leave it with that.  Thank 20 



you.  21 



  MR. VESPA:  Thanks.  I'm Matt Vespa.  I'm 22 



a Senior Attorney at the Sierra Club.  And thank 23 



you for this opportunity to speak.  Looking at 24 



planning for the energy grid of 2030 is very 25 
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timely and it presents the opportunity to set 1 



forth next steps in choosing a low carbon future.  2 



And just building off the comments of Sierra and 3 



Laura, you know, we feel that we should be 4 



continuing to move to decarbonize our energy 5 



supply past 2020.   6 



  You know, one specific thing that will be 7 



interesting for the IEPR to look at for 2030 is 8 



an RPS of around 50 to 55 percent.  What would 9 



those impacts be?  You know, that would be 10 



continuing RPS growth around how it's growing 11 



between 2010 and 2020, you know, it seems to be 12 



more of a conservative growth level; more 13 



aggressively I'd like to see what it would it 14 



would take to go to 70 or 80 percent RPS by 2030.  15 



As scientists tell us, we're way behind our 16 



greenhouse gas goals, climate impacts are much 17 



more severe and cost much more than we ever 18 



thought, and we need to really accelerate our 19 



efforts to really deal with global warming.  So 20 



what would it take to do that?  And I think, you 21 



know, the IEPR can really serve as a visioning 22 



document to generate political will to achieve 23 



solutions.  It may seem a 70 or 80 percent RPS by 24 



2030 may seem quite high, but let's just look at 25 
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what that would really mean.   1 



  And when we talk about the implications 2 



of increased penetration of renewables, you know, 3 



from Sierra Club's perspective, I think, you 4 



know, we've been very disappointed with the tenor 5 



of the dialogue.  You see the duck graph, you see 6 



crisis, you see how are we ever going to deal 7 



with this.  And I think the Commission can really 8 



play a role in setting out low carbon solutions.  9 



Sierra mentioned the pumped hydro, there's 10 



residential rates.  We saw from SMUD an attempt 11 



to look at how EV charging policies can lower 12 



some of that.  And so looking at higher renewable 13 



penetrations, and then looking at the solutions 14 



at how that duck graph can change over time.  I 15 



think it will be really helpful and motivating 16 



and I think it would take some of the sort of 17 



hysteria out of renewables, and make more people 18 



see that there really are a lot of solutions out 19 



there that don't involve more fossil fuels that 20 



we should be looking to, you know, as we 21 



transition to a low carbon future.   22 



  COMMISSIONER MCALLISTER:  Thanks for 23 



that.  And I guess I want to reiterate the 24 



Chair's question at the beginning here about 25 
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utility business models, and we're not going to 1 



solve that here today, but as we move towards a 2 



diversity of resources and investment needs that 3 



doesn't lend itself to -- it clearly needs to be 4 



disaggregated so it's sort of fixed at some 5 



volumetric, and it's going to look very different 6 



than what we've got today.  What are the routing 7 



models that are going to allow those investments 8 



to be made, whether they're through the 9 



traditional utilities, PG&E and Edison, or in 10 



some other way.  But there has to be enough 11 



collection to be able to maintain the 12 



infrastructure that we've got, whether or not 13 



there's any net procurement and sale of energy, 14 



so what's the vehicle for the revenue that the 15 



utilities -- that the load serving entities will 16 



be providing?  And it seems to me that there's 17 



got to be some meeting of the minds on this in 18 



the fairly near term as, you know, I think 19 



there's a little bit -- I agree that there's a 20 



little bit of overblown quality to the 21 



discussion.  I mean, net metering -- the 22 



structures are -- there's a grain of truth in 23 



there, you know, the structures of net metering, 24 



you can see them generating this sort of conflict 25 
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out in the future, but we still have relatively 1 



low penetration, so it is not a crisis today.  So 2 



we have some time to fix it.  But I do think 3 



there needs to be some meeting of the mind among 4 



the various entities on all sides of this 5 



discussion so that we can actually say, "Okay, 6 



what is a healthy electric grid?  What services 7 



is it providing?  How do those services get paid 8 



for?"  And I kind of feel like we're doing a lot 9 



of dancing around those questions, but not quite 10 



getting to it.  And so, you know, not necessarily 11 



proposing a forum for that discussion at this 12 



point, I would totally be open to -- the IEPR 13 



could play a role in that, I mean, certainly 14 



there were forums over at the PUC, as well.  I 15 



kind of feel like elevated across agency in a lot 16 



of ways, this is certainly not going to be 17 



decided within an individual agency because it's 18 



crosscutting.  So there does need to be a broader 19 



discussion.  So ideas about those bigger picture 20 



issues, I think, are really important to bring to 21 



the table.  At some point here pretty soon, we're 22 



really going to have to chart that new direction.  23 



  MR. MARTINEZ:  I'm glad you raised that 24 



issue of the utility business model of the future 25 
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and what does rate structure look like in this 1 



carbon constrained future world.  I think there 2 



has recently been a move towards a tendency to 3 



look at fixed charges, and I just want to 4 



highlight that, in any future rate design, we 5 



need to preserve the incentive to conserve and 6 



save energy.  Customers need to be rewarded for 7 



the energy they are saving.  And there are other 8 



options to make sure that a utility maintains its 9 



financial health and recovers sufficient revenues 10 



to afford to pay for the energy services that it 11 



delivers, and decoupling is a fantastic one.  In 12 



the recent rate proceeding, we've discussed other 13 



alternatives such as variable demand charges, or 14 



bidirectional rate design, but regardless of how 15 



you go, the high fixed charge does not reflect 16 



actual high fixed cost.  In the long run, almost 17 



all costs are variable.  There are very few 18 



services, customer billing and service drops, 19 



perhaps a couple other, that actually are fixed, 20 



but the vast majority of costs in the long run 21 



are variable, and so we should preserve those 22 



volumetric rates to incentive customers to save 23 



energy.  24 



  CHAIRMAN WEISENMILLER:  Yeah, although I 25 
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think everyone, just as you noted, decoupling, 1 



when we came up with that in late '70s, was very 2 



important to get the utilities moving on energy 3 



efficiency and to give them a business model that 4 



would work.  Again, it is true over the longer 5 



term everything that's fixed is variable over the 6 



long term, or dead, and certainly the utilities 7 



could be, so I'm saying you really need to come 8 



up with a paradigm similar to decoupling that 9 



deals with the costs we need to sort of upgrade 10 



the grid to deal with the nature of what we're 11 



looking at in the future.  It's not just moving 12 



powerful and large central station out to a 13 



house, powerful is every which direction, cars 14 



connected, you know, Demand Response, you name 15 



it, it's a very complicated system that's going 16 



to require investments to get there.  And somehow 17 



we have to come up with -- again, you know, 18 



something creative like decoupling was to deal 19 



with the utility business model to make them 20 



comfortable.  And again, at least they had the 21 



opportunity to exist, and we're not going to 22 



guarantee the existence to anyone, frankly, but 23 



at least to give them a fair shot at existing.  24 



  COMMISSIONER MCALLISTER:  Well, and also, 25 
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you know, Professor Friedman talked about, well, 1 



yeah, I think even if you're a Net Zero customer, 2 



if you've got a vehicle and you've got a large PV 3 



system, you know, for example, at any given 4 



moment there's a lot of energy flowing across 5 



that meter, and maybe you're Net Zero, but there 6 



certainly is a benefit to having the grid sitting 7 



there and that investment having been made.  And 8 



so somebody has got to own that, somebody has got 9 



to maintain it, and that has real costs.  And so 10 



what is the revenue associated?  What is the 11 



revenue required to keep that system functioning 12 



even if we have 12 million DG systems producing 13 



all the energy and, you know, a bunch of storage 14 



around.  You know, there's a lot of arbitrage 15 



going on, there's a lot of management of energy 16 



going on, and so I think if we think outside the 17 



box a little bit, we've got to come up with what 18 



is the customer paying for, what does the bill 19 



look like, and what is the customer paying for 20 



that provides value, that they feel decent about 21 



paying somebody for that service, even if 22 



they're, hey, sort of on net there, they're 23 



autonomous; they're not really, they're tied into 24 



the grid.  So it's got a fixed cost -- so it's 25 
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got a cost, you know, how much of it is fixed and 1 



how much of it is variable is certainly open to 2 



discussion.   3 



  MR. MARTINEZ:  And I'm on board with 4 



making sure that customers pay for their fair 5 



usage of the grid, but in recovering the system 6 



infrastructure costs, having a fixed charge 7 



doesn't appropriately charge customers if one 8 



customer has a 20 kilowatt Electric Vehicle 9 



charger and the other has a 30.3 kilowatt; the 10 



fixed charge doesn't get towards that equity 11 



issue.   12 



  COMMISSIONER MCALLISTER:  Fair point. Go 13 



ahead.  14 



  MR. VIDAVER:  A couple of things.  15 



Remember, we have three objectives, 16 



affordability, reliability, and low environment 17 



impact.  So this won't be a particularly cheery 18 



comment, but I just want to focus on the 19 



affordability piece and the business model.  So, 20 



you know, one way that I think about it because 21 



it's part of my job, it's that when there's a 22 



policy driven investment that's above market, you 23 



know that it's going to be a 30-year life 24 



facility, so the question that comes to mind is, 25 
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is this policy going to be in place for 30 years.  1 



So it's just something to think about.   2 



  In terms of how it gets funded, that's a 3 



great question.  That's why when I talked a 4 



little bit about the carbon metric, you know, 5 



inviting particularly when you're starting out 6 



with a new technology, government funding or 7 



private equity funding is a nice way to go, it's 8 



not on utility customers at that point.  In terms 9 



of when it moves to utility rates, you know, 10 



Chairman Weisenmiller mentioned earlier that you 11 



need at least a 10-year contract to finance this 12 



deal, that's been my experience on the 13 



procurement side, it takes about 10 years.  So 14 



you'll have about a 10-year life in terms of 15 



utility customer commitment to an above-market 16 



commitment.  If it's a utility investment, of 17 



course, it goes into rate base, and that's the 18 



third year.  So you have to think about the 19 



duration of the policy.  You know, just again, 20 



just from a cost point of view, not ignoring 21 



reliability and environmental impact, and for us 22 



when it's the utility, then who picks up that 23 



above market charge, and you've got other 24 



entities out there, load serving entities, that 25 
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do not -- we get into the ever popular PUC 1 



proceeding around who and how do we allocate non-2 



bypassable charges, and that's another inhibiting 3 



factor and it's something that makes us even less 4 



popular than just raising the cost issue is we 5 



need to allocate a portion of this to Marin 6 



Energy Authority, and it's just not a popular 7 



place to be, but from strictly a cost 8 



perspective, that one circle, those are some of 9 



the things you might need to think about.   10 



  And then I wanted to respond to the 11 



discussion of the carbon metric.  Yes, you can 12 



argue about costs and benefits and go around and 13 



around on that and get nowhere, and I understand 14 



that.  That's part of the reason when we did the 15 



analytics that we used three buckets, we weren't 16 



trying to get too precise with it, it falls into 17 



this bucket or that bucket, or the other bucket, 18 



and the idea that we had here in terms of social 19 



costs and benefits is that, if it falls in to 20 



that green bucket, or the amber bucket, you know, 21 



you think about how you move forward with it, you 22 



don't necessarily need to go to looking at 23 



societal costs and benefits.  It's when you get 24 



into that red bucket that you start to have to 25 
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ask yourself some additional questions: will the 1 



costs come down over time if you get started on 2 



this?  Is there significant abatement that you 3 



may get?  And, you know, let's look at that 4 



broader picture in terms of social costs and 5 



benefits and see if that changes the picture in 6 



terms of where it falls in that band.  So, in a 7 



sense I'm trying to sort of facilitate that a 8 



little bit, and I don't know if it's a perfect 9 



concept, but that's the idea.   10 



  MR. VESPA:  Just a comment specifically 11 



on net metering which was discussed in SCE's 12 



slide.  I mean, in terms of the role of the 13 



Energy Commission, you know, my sense is the 14 



Public Utilities Commission has really squarely 15 



addressed the cost benefits of net energy 16 



metering and potential changes to the program.  17 



You know, from Sierra Club's perspective, it's 18 



really about properly evaluating costs and 19 



benefits before any changes are made.  I know a 20 



petition was filed before the Energy Commission 21 



on evaluating social benefits, societal benefits 22 



on net energy metering, and I think that would be 23 



helpful in that discussion.  You know what I have 24 



not seen the Public Utilities Commission take on, 25 
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which is what Laura alluded to, which is why I 1 



mentioned in my comments, is really looking at 2 



implications of higher RPS scenarios because I 3 



think those are really important to understanding 4 



where we go in terms of legislation and future 5 



action.  And I think that would be really helpful 6 



in this next IEPR to start exploring.   7 



  CHAIRMAN WEISENMILLER:  Yeah, although 8 



again, there is an inconvenient truth of the 9 



grid, you know, certainly if you read the Resnick 10 



report, you've got to have a reliable grid and 11 



it's complicated.  You point out hydro, but when 12 



you look at the hydro system overall, it's fewer 13 



-- we have less and less ability to rely on these 14 



situations.  I guess the two examples I would 15 



come up with was back in the crisis, DWR 16 



contracted 300 megawatts of Demand Response; the 17 



number now is zero.  You know, the ISO calls 18 



them, and if they can help they will, but they 19 



refuse to contract for any capability to help in 20 



part because of increasingly environmental 21 



constraints, and in part because of just human 22 



and equipment limitations.  Or, similarly, when I 23 



first started really drilling into the PG&E 24 



system in the middle '80s, it was about two-25 
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thirds pondage and one-third run of the river.  1 



And pondage is very controllable, run of the 2 



river is, you know, it just happens.  And you 3 



know, at this point it's sort of flipped and you 4 



look at some things like Helms, you know, I 5 



remember certainly PG&E employees pushing for 6 



variable speed pumps and motors, but again, we 7 



need that variable speed pumps and motors 8 



throughout a lot of our hydro system, so it could 9 



do a lot, but it's really not -- at this point, 10 



it's really aging infrastructure, those were 11 



really not designed for renewable integration, 12 



and just the reality is there are increasing 13 



environmental constraints that will make more and 14 



more the hydro system run of the river unless 15 



controllable, so it's not a magic bullet, but 16 



certainly it's one of our best hopes.   17 



  COMMISSIONER MCALLISTER:  I wanted to 18 



make a comment, too.  This is a good out of the 19 



box discussion, so I think, you know, it's part 20 



of the reason why we're here.  So cost-based 21 



service, you know, if we -- cost-based rates that 22 



reflect the costs of service for an individual 23 



customer, you know, we go down that road towards 24 



high differentiation, atomization, and at some 25 
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point offering various services to various 1 



customers, depending on their qualities, and at 2 



some point, you know, we may be undermining sort 3 



of an underlying driver towards natural monopoly 4 



in the first place, right?  So I think there's 5 



kind of an interesting discussion about, so what 6 



are the equity implications of that?  Is it going 7 



to be sort of a gated community for the energy 8 



system?  And underlying all this is sort of the 9 



question who owns the customer, I mean, I think 10 



that is really one of the questions that's front 11 



and center, Demand Response, for example, you 12 



know, are we really going to sort of open up that 13 



market and let the aggregators go after customers 14 



that the utility considers their customers?  On 15 



EE, same sort of thing.  Some of us are impatient 16 



to get service to get good quality, well informed 17 



services in front of energy users so that they 18 



can make better choices.  And so is the system -- 19 



given our urgency with climate change, is the 20 



system capable -- is our regulatory structure 21 



capable of enabling that to happen?  And I think 22 



there's just a lot of -- yeah, there's a need for 23 



this broader discussion about whether the utility 24 



business model can really incorporate that sort 25 
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of urgency or not; and if not, then how does it 1 



need to change to be more adaptive?  So I think 2 



that's a challenge.  If I'm a utility today, I'm 3 



worried about my revenue and I'm trying to figure 4 



that out.  And so, you know, this has everything 5 



to do with the long term investments that 6 



whatever system we have is going to be able to 7 



make in the long term to get to the timeframes 8 



that we're talking about, to get to the 2030 with 9 



a good solid reliable system.  Who is going to 10 



make those investments?  How are they going to 11 



recover the costs?  So anyway, apologies for my 12 



riff here, but I think it's a really important 13 



set of issues to have on the table and there 14 



needs to be, I think, a forum that we can figure 15 



out how to create that forum.  I think there are 16 



a lot people having similar discussions all over 17 



the state right now, and it would be nice to sort 18 



of have a little bit of a unification going on 19 



and figure this out for the long term so we can 20 



kind of get on with the test at hand, which is 21 



develop the businesses that are going to offer 22 



the services, that are really going to get it 23 



done.   24 



  MR. VESPA (presumed):  Yeah, I would 25 
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really agree with that.  I know internally at the 1 



Sierra Club, we talk about how do we get utility 2 



skin in the game so we can really see this 3 



deployment take off and not fight every step of 4 



the way, and I think certainly with the 5 



discussions it can be very just butting heads, so 6 



I think a forum like you suggest where you're 7 



really thinking creatively about solutions, that 8 



give the utility that business model, that 2.0 9 



moving without undermining the deployment of DG&E 10 



and those types of things would be very helpful.  11 



  MS. WISLAND:  And I'll just add, honestly 12 



I think a lot of people engaged in this 13 



discussion are not rate experts, unfortunately, 14 



and I think it would be helpful for the 15 



Commission to do a basic here that "here's all 16 



the components of a revenue requirement," just to 17 



start the discussions and so we're all on the 18 



same page because I know the utilities are 19 



required to submit reports to the Legislature, 20 



but at a very very high level, you know, so 21 



there's just one T&D block, you can't really dig 22 



into that and say, "Okay, here are all the 23 



investments, and here's the payback period for 24 



these investments, and here's where they've 25 
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deferred investment, and here's where they 1 



haven't.  And let's think through all these 2 



different investments that they have or have not 3 



been making."  So it's difficult because I just 4 



think there's a lot of people talking about this, 5 



that feel very strongly about one resource or 6 



another, but are not rate experts.  7 



  CHAIRMAN WEISENMILLER:  You know, though 8 



again, I think the challenge for everyone here -- 9 



and again, from my perspective, we're not going 10 



to guarantee the utilities, you know, in 11 



existence, but we at least have to have a 12 



framework similar to decoupling where in this 13 



area, again, they at least have an opportunity, 14 



it's just not a situation where their best 15 



customers are going to get picked off and picked 16 



off and picked off until finally, you know, 17 



they've got a situation where they made lots of 18 



long term investments and they can't recover the 19 



costs.  You know, somehow or another you've got 20 



to at least -- otherwise, they're just going to 21 



fight you every step of the way, and they all 22 



have about 100 attorneys, they all have a couple 23 



very large reputable law firms on retainer, you 24 



know, and they can just try to pound you into the 25 
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earth.   1 



  COMMISSIONER MCALLISTER:  That's kind of 2 



the dynamic, right, is that without a clear long 3 



term play, the incentive to the utilities is to 4 



kind of think within the relatively traditional 5 



box and, you know, try to slow down things and 6 



make them nervous.  And that's not a good place 7 



to be.  So you know, the forum for that may not 8 



be here at the Energy Commission, it may be 9 



somewhere else, I hate to commit to the next IEPR 10 



lead to managing that discussion.  11 



  CHAIRMAN WEISENMILLER:  Yeah, no, the PUC 12 



is having that en banc in October on Utility 13 



Business Models.  For example, that would be the 14 



sort of question that should certainly be 15 



addressed there.  And obviously Secretary Shultz, 16 



Grueneich's paper sort of really tries to raise 17 



the business model issue there, too.  So, I mean, 18 



it's sort of bubbling in a lot of different 19 



directions.  I think any number of academic 20 



institutions really want to try to dig their 21 



teeth into that in some fashion.   22 



  COMMISSIONER MCALLISTER:  And that would 23 



be very helpful.  So anyway, we sort of co-opted 24 



the discussion here, apologies for that.  Anybody 25 
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else want to chime in on anything they've heard 1 



today?  Professor Friedman.  2 



  PROFESSOR FRIEDMAN:  Thank you.  I just 3 



would like to make a point that relates to energy 4 



efficiency and fixed charges.  I completely agree 5 



with Sierra that, if you had one uniform fixed 6 



charge, that would reduce the incentive that 7 



people have for making energy efficiency 8 



investments.  And I just want to be clear that, 9 



under a proposal like the ones that I've been 10 



making where you have a set of graduated fixed 11 



charges that are sort of proportional to the 12 



category of consumption that you're in, it 13 



becomes more visible, the idea would be that the 14 



utilities have a chance to offer prompt 15 



reclassification; for those households making 16 



substantial energy efficiency investments, to get 17 



categories down into the lower graduated fee.  18 



And the group of households that have been left 19 



out largely from energy efficiency have been the 20 



60 percent of the least consuming households 21 



because of the tiered rate structure we have 22 



under the graduated fee rate structure, it's 23 



precisely those 60 percent of those households 24 



that would now have more incentive and more 25 
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visible incentive to adopt energy efficiency 1 



improvements, to adopt solar, solar panels, so I 2 



just wanted to make that distinction between the 3 



graduated fee and the truly fixed uniform fee.  4 



  COMMISSIONER MCALLISTER:  Great.  Thanks 5 



very much.  All right, we seem to have flattened 6 



the discussion.  Let's think about questions and 7 



we have a little bit of time, but let's go to the 8 



public comment.  9 



  CHAIRMAN WEISENMILLER:  Is there any 10 



public comment, or questions to the panel?   11 



  MS. KOROSEC:  Yeah, anyone in the room 12 



who is interested in making a comment, please 13 



come up to the podium here.  Yeah, go ahead.  14 



Just identify yourself for the record.   15 



  MS. BRAND:  Hi.  My name is Erica Brand.  16 



I'm Project Director at the California Renewable 17 



Energy Initiative at the Nature Conservancy in 18 



California.   19 



  First, thank you, Commissioners, for the 20 



opportunity to provide comments.  I'm here to 21 



ensure the protection of natural resources 22 



remains part of the conversation today, about 23 



meeting 2030 and 2050 goals.  I'm going to do 24 



that by sharing my perspective on the importance 25 
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of incorporating land use planning into energy 1 



planning.   2 



  At the Nature Conservancy, we focus on 3 



using conservation science to inform decision 4 



making and policy development.  We prefer to take 5 



a whole energy system perspective just as we do 6 



with ecosystems.  So as we look towards 2030 to 7 



achieve a reliable, affordable, and sustainable 8 



electricity sector, we need to plan and manage 9 



for multiple goals, including a lot of the topics 10 



that we've discussed today, emission reduction, 11 



system reliability and operations, costs, and 12 



then protection of natural resources.   13 



  So to frame the challenge, we need to 14 



learn from the impacts we've already experienced.  15 



When we look at how energy policies have already 16 



been implemented on the ground, we've seen dozens 17 



of utility-scale projects deployed in areas of 18 



high ecological value, important for the 19 



protection and recovery of threatened and 20 



endangered species and long term conservation of 21 



biodiversity.  So as we focus on expanding our 22 



clean energy future and look to where we should 23 



encourage innovation and deployment of new 24 



resources, electricity sector planning, 25 
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procurement and markets should better integrate 1 



land use planning, including conservation science 2 



and available environmental data into decision 3 



making.  Doing so provides value and minimizes 4 



risk.   5 



  We can use conservation science and 6 



environmental data to identify areas of least 7 



conflict, we can then create meaningful 8 



incentives in these areas for prioritizing 9 



resource deployment, including zones, development 10 



focus areas, and areas of least impact to promote 11 



investment, innovation and rapid scaling.   12 



  There's also value in incorporating 13 



information from critical efforts like the BLM 14 



Solar Energy Program, and the DRECP into energy 15 



planning.  By doing this, we can leverage and 16 



maximize these investments that we're all making.   17 



  And lastly, there's value in early 18 



identifications of projects with high significant 19 



environmental and viability risks, and 20 



recognizing those early in planning and 21 



procurement processes.   22 



  So we appreciate the leadership that the 23 



CEC has taken thus far in both the DRECP and the 24 



IEPR, there was a workshop on May 7th about 25 
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integrating environmental and land use data in 1 



planning, we encourage further discussion of that 2 



topic.  And I have two specific examples of 3 



topics that would benefit from additional focus 4 



in near term analyses.  So there's been 5 



discussion today of identifying preferred areas 6 



to locate resources for multiple benefits such as 7 



geographic diversity; I think Conservation 8 



science and environmental data should be an 9 



integral part of these processes.  We need to 10 



take project scenarios that meet multiple goals, 11 



including locations with fewer environmental 12 



constraints to minimize project viability risks 13 



and costs.  The second is that transmission 14 



remains a limiting factor, and also a driver, so 15 



how can we collectively work to unlock available 16 



or create new capacity in areas of least conflict 17 



from an environmental perspective?  A specific 18 



near term example is the forthcoming development 19 



focus areas within the DRECP.  How can we get 20 



capacity there so that projects will want to be 21 



sited in these areas that both trust agencies and 22 



energy agencies agree are the most appropriate 23 



for development in the desert?   24 



  So to close, we appreciate that the CEC 25 
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has created this space today to discuss 2030, 1 



we're supportive of the clean energy future, and 2 



want to see a framework that supports both 3 



deployment of resources, but also protection of 4 



areas of high conservation value.  So, that's it.  5 



  CHAIRMAN WEISENMILLER:  Okay, thanks for 6 



coming.  You know, probably the same footnote I 7 



said at the beginning, those who want to 8 



influence the Scoping Plan should make sure the 9 



comments go into the Scoping Plan, as opposed to 10 



here, and similarly, in terms of affecting DRECP, 11 



certainly DRECP as opposed to necessarily here.   12 



  MS. BRAND:  Thank you.   13 



  COMMISSIONER MCALLISTER:  Definitely 14 



appreciate pointing out the linkages.  And also, 15 



obviously, I don't know if we've said, but please 16 



do submit comments on today's workshop in the 17 



IEPR proceeding, so that we have it on the record 18 



and we can use it to help inform that IEPR, and 19 



remind us what day those are due, Suzanne?  20 



  MS. KOROSEC:  Those are due on September 21 



3rd, I believe, and I'll post at the end of the 22 



next steps, it has the information and the docket 23 



number to use for that.  24 



  COMMISSIONER MCALLISTER:  Do we have any 25 
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participation on the web?  1 



  MS. KOROSEC:  We do have one question or 2 



comment from online, it's from Shalini Swaroop.  3 



Can you go ahead and unmute the line?   4 



  MS. SWAROOP:  Hi.  This is Shalini 5 



Swaroop from the Marin Energy Authority.  And I 6 



was wondering have any of the projections for 7 



load today included any community choice load 8 



projections, and does the CEC plan to include 9 



community choice aggregation load projections 10 



into the IEPR?   11 



  CHAIRMAN WEISENMILLER:  At this point, 12 



they're sort of buried.  I mean, I think 13 



certainly the question, as we do with the POUs, 14 



we tend to reach out to them and try to get 15 



information from them, and so certainly as we 16 



move forward in the future it would be certainly 17 



interesting to reach out to Marin and get the 18 



type of data we would need and the types of 19 



forecasts you have to see if we can disaggregate 20 



it, although, again, you may find this enough of 21 



a pain in the neck that you'd prefer to deal with 22 



PG&E or have it handled under the PG&E umbrella.   23 



  MS. SWAROOP:  I think that would be quite 24 



a pain in the neck, so I appreciate that.  Thank 25 
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you.  1 



  COMMISSIONER MCALLISTER:  Thank you.  2 



  MS. KOROSEC:  All right, we have no other 3 



WebEx participants, but we do have phone callers, 4 



so I'd like to just open, we have three callers 5 



that have still hung in here until the bitter 6 



end.  Just open the lines just to make sure if 7 



anyone has any comments.  So go ahead and open 8 



the lines.  All right, phone participants, your 9 



lines are open if you have any questions or 10 



comments.  All right, hearing none, I think we 11 



have -- I'll do one more test of the room -- 12 



anybody else want to make any final comments?  13 



  COMMISSIONER MCALLISTER:  Any final 14 



comments from anybody?  And if not, I want to 15 



thank everybody for coming, really enjoyed the 16 



presentations and thanks for the final panel for 17 



sticking around until the bitter end here, and 18 



yeah, I think we've talked about a lot of 19 



interesting things today, all very important.  I 20 



think part of -- we have a very robust Democracy 21 



here in California and that's a good thing, and 22 



it also means that there's a lot of voices in the 23 



room, there are a lot of stakeholders in any 24 



given issue, and doing long term planning is very 25 
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challenging.  And so I think it takes a little 1 



bit of extra effort to get it done in a place 2 



like this.  But at the end of the day, we end up 3 



coming up with things that are innovative, that 4 



in general I think we can say they get after a 5 



couple of iterations maybe, they get the result 6 



that we're looking for.  And I think this longer 7 



term discussion was a little bit more free-formed 8 



than maybe we generally have here at the 9 



Commission is really a good thing and it helps us 10 



all keep our thinking caps finely tuned.  So 11 



thanks again everybody for coming and 12 



participating, and please do submit your comments 13 



for the record so we can have those at our 14 



service.  15 



  CHAIRMAN WEISENMILLER:  Yeah, and again, 16 



certainly what will be useful is to think about 17 



the types of methodologies we should use.  I 18 



mean, one footnote on this question of renewable 19 



integration, you know, one of the things which 20 



certainly I have been asking the ISO to do with 21 



the more detailed studies of 50 percent, you 22 



know, the sort of spreadsheets we have don't 23 



really give you any insight into those issues, 24 



but certainly going forward, it's sort of, again, 25 











    259 
 



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



 



it's a new area for us, we typically don't do 1 



scenario planning per se, and so we're trying to 2 



develop the tools for that and obviously the 3 



tools have to be scoped around what are the 4 



policy issues.  And in some areas, again, you 5 



know, maybe things come again from very detailed 6 



models, another area simplified stuff, but as you 7 



go further out in the future there's greater and 8 



greater uncertainty, so trying to really crunch 9 



through the detailed stuff can be just spinning 10 



your wheels.   11 



  So again, thanks for being here.  We're 12 



looking forward to your comments.   13 



  COMMISSIONER MCALLISTER:  I think we're 14 



adjourned.  Thanks very much.  15 



  MS. KOROSEC:  Thank you.  16 



  (Thereupon, the Workshop was adjourned at  17 



4:38 p.m.) 18 



--oOo-- 19 
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 21 
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 23 



 24 



 25 
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ESR-2021-01 Modeling to provide Volt-Amp Reactive
power improves reliability.



When efficiency is improved,
so is reliability.



Modeling Alternating Current
(AC) circuits require vector math to determine how to provide
Volt-Amp Reactive (VAR) power.



VAR power can be obtained from two places,
generation (adds to demand) on the circuit for the load, and the load
causing the VAR by doing Power Factor (PF) correction (removes
demand). 
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What was said in 2005: 




Table 7: Benefits And Costs Of RDG From Five
Cost-Effectiveness Test Perspectives Included In Our Modeling 
The
table lists "Voltage Support" as a benefit. 

No
fault analysis was performed for the PV solar generation. It is
assumed this generation will not contribute significantly to faults





What was said in 2013: 




we have a lot of energy that we don't
need. 

we have to curtail
renewable 

PV variability
impacts on voltage 

providing
critical voltage support is critical 

inverters
are designed today, they don't provide much voltage support and they
probably wouldn't be available to meet the contingency response
requirements. 

there are
proposals already out there that we're working through how to improve
the inverters that get installed with our systems. 

In
the first quarterly report of the PUC to the Legislature, they
forecasted that the state will add 3,500 megawatts of renewable
energy just in this one year alone. 

we
could accelerate Smart Inverters with an adequate power factor.


I think more importantly there is
a workshop process between the Energy Commission and the PUC looking
at new standards going forward for the Smart Inverters, for solar,
that would enable them to potentially provide Var support and other
ancillary services to the grid. 

identify
the best approach for photovoltaic inverters to ease grid
oscillation. 

The Energy
Commission maintains lists of solar photovoltaic modules, inverters,
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[bookmark: phrase_05]Table 7: Benefits And Costs Of RDG From Five Cost-Effectiveness
Test Perspectives Included In Our Modeling

The table lists "Voltage Support" as a benefit.
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[bookmark: phrase_06]No fault analysis was performed for the PV solar generation.
It is assumed this generation will not contribute significantly to faults
because the inverters will cease to switch or will limit the current to
slightly above normal.
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22 Then, what does that mean during the day?
23 During the day when the sun comes out and there's
[bookmark: phrase_10]24 renewable, solar generation ramps us up, we have
25 a lot of energy that we don't need. We cannot

15
CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417

[bookmark: phrase_11]1 use it. And we have to export to somebody, or we
2 have to curtail renewable, which is not something
3 we would like to do. Or we have to deal with
4 over-generation.
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6 We're looking at all these questions. Here's
7 another, these are mitigation issues that we're
8 talking about, and there's a variety of them from
9 storage to load control to advance inverters,
10 grid design and operation, forecasting: Can
11 Demand Response, Electric Vehicles, or thermal
[bookmark: phrase_00]12 storage be effectively controlled to address PV
13 variability impacts on voltage? We're asking all
14 these questions and we're developing research
15 projects to try to answer them and get to a point
16 where we can manage this in the system.
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8 MR. RANDOLPH: Yes. So again, this is
9 Edward Randolph. I'm Director of the Energy
10 Division at the CPUC. So the next slide -- and I
11 won't go through every line on this table -- it
12 is illustrative of one of the big difficulties
13 we're facing in trying to come up with the
14 portfolio of resources to meet the incremental
15 need. It lists pretty much every technology
16 option we have out there from energy efficiency
17 all the way down to new combined cycle gas
18 plants. No one resource out there meets all of
19 the goals we have to meet out there, you know,
20 SONGS as we know, or San Onofre as we know was
21 relatively carbon-free, replacing that we're
22 going to need to be very conscience of the carbon
23 impact of what we're doing. At the same time, as
[bookmark: phrase_01]24 we've discussed, providing critical voltage
25 support is critical to meeting some of the
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1 contingency response requirements that FERC and
2 NERC impose on the ISO. So as we go through the
3 various lists, as we come up with a portfolio of
4 this, there's no one perfect magic bullet out
5 there that does it. You know, for example, lots
6 of conversation of can we meet a lot of this with
7 rooftop solar, rooftop solar definitely is one of
8 the best ways -- or one of the better ways to get
9 actual megawatts available that would be as
10 carbon-free as possible; however, at least as the
[bookmark: phrase_02]11 systems are designed, and the inverters are
12 designed today, they don't provide much voltage
13 support and they probably wouldn't be available
14 to meet the contingency response requirements.
15 Where, on the other side of that, something like
16 combined cycle plant does meet the voltage
17 support requirements and the contingency
18 response, but we would need to deal with the
19 carbon emissions and other air emissions from
20 those plants. And unless there are questions,
21 then we can get to that later, that's all I have
22 on that slide.
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I did want to speak to a couple of minor
22 things, and we will support these more in written
23 comments, but one of the charts up there pointed
24 out that DG solar can provide Var support or
25 reactive power control under the current set of
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1 installations; however, there is technology out
2 there in that case, reactive power control -- I
3 think the German word is (indiscernible) --
4 inverters capable of reactive power control, and
[bookmark: phrase_03]5 we could talk about that, there are proposals
6 already out there that we're working through how
7 to improve the inverters that get installed with
8 our systems.
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22 We've always supported transmission
23 solutions that follow the Garamendi principles
24 where they use existing right of ways, those kind
25 of things, those all make a lot of sense. And we
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1 think it makes sense to have contingency backups
2 because we do have to keep the lights on.
3 I would say the most important question
4 we would ask is, why couldn't we make up any net
5 generation required 100 percent with Preferred
6 Resources, with renewables? From 2008 until
7 2012, so in just four years, the state increased
[bookmark: phrase_07]8 its RPS by eight percent. In the first quarterly
9 report of the PUC to the Legislature, they
10 forecasted that the state will add 3,500
11 megawatts of renewable energy just in this one
12 year alone. Of course, that's statewide. So
13 what we would propose is that the agencies
14 working with the utilities really make a full
15 bore effort to see why can't we? What would it
16 take to do this? What are the obstacles? What
17 are the programs that we could accelerate? I
18 mean, we could do residential PACE, we could
19 expand the Commercial PACE program, we could look
[bookmark: phrase_08]20 at tweaking the CSI, we could accelerate Smart
21 Inverters with an adequate power factor. We
22 could provide financial incentives to target some
23 of these things within this basin that's
24 affected. So that's really the most important
25 thing -- as Mary Nichols said, you know, let's
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1 try and squeeze as much carbon out of this. We
2 don't want to go backwards. You know, we lost
3 SONGS, and as you know the Sierra Club is not
4 shedding too many tears over that, but we don't
5 want to replace low carbon emissions with new
6 carbon emissions, let's take advantage of this
7 opportunity. Thank you very much.
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[bookmark: phrase_04]14 lines. Within Rule 21, this is an issue. I
15 think more importantly there is a workshop
16 process between the Energy Commission and the PUC
17 looking at new standards going forward for the
18 Smart Inverters, for solar, that would enable
19 them to potentially provide Var support and other
20 ancillary services to the grid. And right now it
21 becomes a timing issue. The last thing we want
22 to do is approve standards that create a safety
23 problem down the road. So we're working with
24 IEEE and with UL to make sure that the standards
25 are what's safe, and then from there we can move
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1 forward.
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vii) University of California, San Diego, La Jolla, CA, Dampening System
Oscillations Utilizing Phasor Measurement Units and Photovoltaic Inverters,
Torre, William, $95,000. This project proposes to determine the feasibility of
building and installing a control system interface with phasor measurement units
(PMU) and photovoltaic inverters. This project will test and model grid dynamics
[bookmark: phrase_20]using signal techniques applied to the PMU data and will identify the best
approach for photovoltaic inverters to ease grid oscillation. If successful, this
project will improve utility dispatch of electricity generation while
accommodating increased penetration levels of photovoltaics.
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14. ALTERNATIVE ENERGY SYSTEMS CONSULTING, INC. Possible approval of
Contract 500-13-003 with Alternative Energy Systems Consulting, Inc. for $450,000 to
[bookmark: phrase_21]provide technical assistance for Senate Bill 1 eligible solar equipment lists. The Energy Commission maintains lists of solar photovoltaic modules, inverters, system performance meters, and performance monitoring and reporting services used to determine whatequipment is eligible to receive incentives through the NSHP and solar energy incentive programs overseen by the California Public Utilities Commission and Publicly Owned Utilities. This three-year contract was awarded through a competitive solicitation.
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