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PROCEEDI NGS
9:15 a.m
MR. WARD: Good norni ng everyone. | am
Pet er Ward, Program Manager for the AB 118
program otherwi se known as the Alternative and
Renewabl e Fuel and Vehicl e Technol ogy Program W
are here for a public workshop on our | nvestnent
Plan as we turn the page to the programthat we
wi Il be adm nistering over the next seven years.
I want to first off thank our hosts here

at I BMfor having us here. Miden was hel pful in

facilitating our being here. | really want to,
really do appreciate it. This is a |lovely pl ace.
And fromwhat | understand this is one of the

first public events you have had here in about the
20 year history. | think this is terrific and we
are really happy to be the first ones. Also |
would like to introduce Wnfried WIlcke who wll
be -- he is also our host at IBMand Wnfried
would l'ike to share a few words with you fol ks
before we get started.

DR. WLCKE: Thank you, Peter. W are

very excited to have you all. And as Peter
pointed out, it is the very first tine that we are
doing this, i.e., allowing a public event I|ike
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this here. And we recogni ze and t horoughly
believe that, |ike nost of you, energy is going to
be the dom nant subject for this planet for the
next 30 or 40 years when we hopefully have settl ed
and solved it.

W are an | T conpany but we are also a
t echnol ogy conpany. And we are starting to get
really serious about beconing an ET, energy
t echnol ogy, conpany. So very specifically here in
Al maden, which is one of the | BMresearch sites,
the second | argest, the | argest one is in New
York, we are having several projects in energy.

We have one in nanoparticl e-based solar cells. W
are going toward sonething very cheap and
eventual |y high-efficiency.

Yor kt own Heights in particular, which is
the East Coast site, is driving a Snart Gid
effort. It is very startling, what | am reading.
If one can inprove the efficiency of the grid, the
electric grid by just one percent it corresponds
to a reduction of greenhouse gases, of taking ten
mllion cars off the road. So there's a big
potential there.

A third project which is starting now

here in Almaden is to see how far one can push
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battery technol ogy for vehicles. And fromthe
fundanent al physics point of view, we think that

gi ven enough enphasis on that and a | ong-range
focus, say five to seven years, it should be
possible to create batteries that will be usable
energy then for the entire drive power train,

whi ch is conparabl e or maybe even better than that
of gasoline. Three hundred to 500 mile range cars
| ater shoul d be possi bl e.

There's a lot of science to be done in
energy to namke that happen but there is nothing in
physi cs which prevents that. W are going to have
an event here called the Almaden Institute, which
is a essentially a two-day conference on that very
subj ect, on August 26 and 27 of this year.

Ckay, enough about IBM But | need to
say a few housekeeping words. Since this is not a
public facility there are sone restrictions.

Pl ease do not wander off into the wilds of the lab
wi t hout sonebody fromIBM | don't know whet her

t he agenda has a break for food. There is a
cafeteria at the very end of the building, at the
end of this hallway, but as | said, please go in
with an IBMer there. Restroons are across the

hal | way.
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There is a Proterra high-tech bus out

there in the parking lot. But | understand it is
there only until ten a.m this norning.
MR HILL: Yes, 10:00 or 10:15.

WLCKE: Ten to 10:15, very good.
HLL: It's battery electric.
W LCKE: Pardon?

H LL: It's battery electric.

T %8 % 3

W LCKE: Battery electric,
outstanding. And finally I really want to thank
everybody involved in organizing. W already said
Moi den the original contact, he's an associate |ab

di rector, Wendy Fedde, Alex Deluca. And with

that, let's get started. This mc here is for the
auditoriumand will be over there.
MR WARD: | would like to briefly go

over the agenda we are going to have for today.
Also first I would like to recogni ze the CEC staff
that are in attendance today. W have Jonah
Margolis and we have Joanne Vinton up there who is
our greeter up there.

Tim d son, ny colleague in the program
We are taking this tour around the state. W were
in Fresno yesterday. Next week we will be in

D anobnd Bar and San Pedro. And t hese are the four
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series of public workshops. W are trying to
elicit suggestions on our, on our |nvestnent Plan
and suggestions for projects, ideas that you fol ks
have as we nmove fromthe | nvestnent Pl an process
to our program and actual solicitations that we
hope to release in the spring.

We are going to have several additiona
presentati ons, not just on this Investnent Plan
and our program And so the fol ks you see up
here, Ji m Robbins fromthe Environnental Business
Cluster. And we have Lewis Harrison fromthe San
Franci sco Public Utilities Conmi ssion. W have
Alison Kirk fromthe Bay Area Air Quality
Managenent District and we have Bob Garzee from
Synergy EV, and he is al so representing the
Silicon Valley Clean Cities Coalition.

And with that | think we can get
started. | do want to nention though | was able
to ride in that battery-dom nant electric bus this
morni ng just before we started. It's fantastic.

I think that is a great devel opnent and you are to
be comrended, Dale. | think you worked | ong and
hard in getting this thing pull ed together.

And | ooking forward to the future |

understand it is fairly rosy because he has
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already talked to a good friend of ours, George
Kar bowski at Foothill Transit. He is interested
i n purchasi ng sone of those when you go to nore
production, just not the one-up.

I don't know, we have kind of a full
agenda. But if you folks would |like to go out and
just take a | ook before you have to | eave at
10: 15, | understand. It is certainly a nove
| ooking bus, it rides very quietly. I'mthrilled
that you were able to bring it for us today, thank
you.

The programthat we will be
admi ni stering soon will be a very anbitious
program the likes of which we really haven't seen
at the Energy Conmi ssion for transportation | dare
say. Not in our state or in the nation.

The purpose is to devel op and depl oy
i nnovati ve technol ogi es and fuels that transform
California's fuel and vehicle types to help attain
the state's climte change goals. To provide
i mmedi ate GHG reduction benefits and to hel p
create the inpetus for a long-termtransition from
petroleumto |l ower carbon -- to lower criteria
em ssi on vehicles and fuel s.

The funding is up to, we are authorized
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for up to $120 nillion a year through the year
2015. So this sends a good, strong narket signal,
the likes of which, as | say, we have never seen
before. This year, this fiscal year that we are
in right now, we have been appropri ated $75
mllion. Next year it is, we are not sure of the
final nunber but the nunber that has been
forwarded in $101 mllion. So we will soon be
about the busi ness of devel oping solicitations for
that, for that funding.

Part of our program and an inportant
part of our programis that we build a franework
for sustainability as we go forward. So we are
decreasing the pollution on a life-cycle basis
wel | -t o-wheel s, and we fund projects that will not
adversely inpact natural resources.

As you may note, in the |last six nonths
t he econony as such is needing severe help. So
t he enphasis of our program has pretty nuch re-
energi zed the econoni ¢ devel opnent aspect of our
program and the capability that this fundi ng can
provi de for econom ¢ devel opnent and growh in
California is highlighted.

We would like to attract and retain

cl ean technol ogy busi nesses, fund fi nanci al
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i ncentives and private investnent, encourage

mar ket creation and i nforned consuner choi ce and
| everage the innovation that California is | ong

known for. | think right where we are today is

anot her evidence of the innovation that we have

seen in a long history.

I think the panel we have assenbl ed
t oday al so underscores that innovation. This is
why | wanted to put this type of panel together in
this location because we have sone fol ks here that
are very forward thinking and we will be hearing
fromthemin a bit.

The I nvestnent Plan is required by the
statute. And it was put in the statute so that we
woul d devel op our priorities and opportunities for
this program It will describe how funding wll
conpl enent existing public and private investnents
as wel|.

I think the | everagi ng aspect of this in
i dentifying how funding will conpl enent existing
progranms is key. Especially now as we hear that
t he econom c stinmulus package conm ng from
Washington will bring a |l arge sum of npney to
California and other states as well. W want to

| everage our noney with that npbney as well.
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The initial Investnent Plan will guide
fundi ng deci sions during the first two years of
the program after that each Investment Plan will
govern one year. But this is a relatively short
tinme here, if you will. W don't have access to
the funding yet so this Investnment Plan covers
this fiscal year and next fiscal year as well.

We have convened an Advisory Committee
t hat hel ped us to guide the devel opnent of that
I nvestnent Plan. W had our fifth neeting with
them on January 8 and we have taken quite a but of
their input.

The staff Draft Investnent Plan is now
avai l able for review. The Advisory Conmittee
meeting, as | nentioned, was on the 8th of
January. The wor kshops are Fresno yesterday,

t oday San Jose, next Tuesday in D anond Bar and
next Wednesday in Los Angeles. | think it's
actually in San Pedro with the enphasis on the Los
Angel es Port.

The Transportation Conmrittee at the
Ener gy Conmmi ssion is conprised of Conmi ssioners
Boyd and Dougl as. Comm ssioner Boyd is the Vice
Chair and Conmi ssi oner Douglas is the new Chair of

t he Energy Comm ssi on. I nterestingly enough | ast
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10

Thur sday she gave birth to a daughter. That was
in the morning and in the afternoon she was naned
t he Chai rman of the Energy Comm ssion. So that
was a very full day for Karen, the |ikes of which
she probably hopes she doesn't see again al
f ocused on one day.

The consideration of the Plan will be by
the five nenber Energy Conm ssion, the two
Conm ssioners |'ve nmentioned and three others.
And we are targeting that adoption for NMarch.

There are several different types of
projects that are eligible for this. Alternative
and renewabl e | ow carbon fuel s devel opment and
i mprovement .

Projects that optinize alternative and
renewabl e fuels for engi ne technol ogi es.

Al ternative and renewabl e | ow carbon
fuel production in California.

Projects that decrease the fuel's life-
cycl e carbon footprint and increase
sustai nability.

There is that word sustainability again.
This will be a focus of the program W really
don't want to go forward in | owering GHG and

i mprovi ng technol ogi es and usi ng renewabl e fuel s

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

11
in a way that does harmto our natural resources
in California. W want to nake sure that the
pat hs that we go forward on are nmuch nore
sust ai nabl e than those we have been on.

The alternative and renewabl e fuel
i nfrastructure, fueling stations and equi pnent are
all eligible.

W will be inmproving light-, nedium and
heavy-duty vehicle technol ogies for better fue
efficiency. W will be hearing from Joe Dalum a
little later, from DUECO, on that.

Additionally we will have buydown
programs, advanced technol ogy warranty or
repl acement i nsurance, devel opnent of narket
ni ches and supply chai n devel opnent.

Retrofits for medium and heavy-duty
vehicles, alternative and renewabl e fuel
i nfrastructure devel opnent, workforce training,
educati on and program pronotion and devel op
technol ogy centers and anal yses to assist in
preparing the I nvestnent Plan and i nforning the
program as we go forward through the seven years
of this program

We have been given a slate of funding

mechani sms that are at our disposal. And I will
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12
be mentioning there are grants, contracts, |oan
guar ant ees, revol ving | oans, consuner rebates,
direct fuel subsidies. And this all-inportant
phrase that was in the statute, other nechani sns
to be defined, which really expands the |atitude
fromwhich we can fund different projects.

W want to hear, and this is part of the
reason we are here today. |Is to get public and
publ i c stakehol der i nput on our plan as we go
forward for the solicitations.

W want to hear about the projects but
we would also like to hear about the funding
mechani sms t hat woul d be npst appropriate for
those projects in your estimation. W understand
there are gaps in funding that are being taken up
and sone that still remain. And we want to know
those that remain and how we woul d best fill those
with the appropriate mechani sns.

We will be co-funding and seeki ng
strategic partners. Maybe sone of those are in
the roomw th us today, that would | everage our
funds. | think we are all in this together and we
would i ke to team up wherever it nakes sense.

The fundi ng preferences that we have

been gi ven shall provide preference to projects

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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13
that reduce life cycle environnental inpacts,
i ncluding air and water pollution, decrease life
cycl e greenhouse gas eni ssions by at |east ten
percent, do not adversely inpact the
sustainability of natural resources, use
alternative fuel blends of at |east 20 percent and
use existing or proposed fueling infrastructure,
provi de non-state natchi ng funds, provide economc
benefit for California, and drive new technol ogy
advancenent .

In summary, the Investnment Plan was
devel oped in two steps. W were asked to devel op
a franework so that we would be able to provide
the best trajectory to nmeet the goals, both in
2020 under AB 32, the G obal dimte Sol utions Act
signed by the Governor in Septenber of 2006. That
goal for that is actually inlaw. It is that we
have to achi eve 1990 GHG | evel s by the year 2020.
W are far exceedi ng those now so that is an
anbi ti ous goal and a nmandate.

Beyond that we want to set the
trajectory to 2050. W would like to conply with
t he Governor, Governor Schwarzenegger's Executive
Order that we achi eve an 80 percent reduction from

1990 |l evels by the year 2050. | think that is
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going to be very anbitious. W certainly can't
get there until we achieve the 2020 goals. But
that will be anmbitious and that is basically the
framewor k we have established for this program
To understand the necessary trajectory for fuels
and vehicle technol ogies that could bring us those
reductions in the year 2050.

We established these goals along the
way. We were working backwards fromthe State
Alternative Fuels Plan that was jointly adopted by
t he Energy Comm ssion and the Air Resources Board
i n Decermber of 2007. |In that plan was the 2050
Vi si on, which was a pl ausi ble scenario to achi eve
the 2050 reductions. W have used that guide the
framewor k that we have established using and
popul ati ng those assunptions in that Vision with
our CALCARS, consuner choice, |ight-duty nodel
And eval uate the vehicle and fuel efficiencies
expected in the year 2050.

I think that there is a | ot of work that
can still be done on the 2050 Vision to nore flesh
out the assunptions for technol ogies, fuels and
the costs of those. And to find out what would be
the best trajectory to take us fromnow to 2020

and from 2020 on to 2050 for the anbitious goal of
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an 80 percent reduction from 1990 | evel s.

We are categorizing the fuels and
technol ogies in the Investnment Plan under the
foll owi ng categories: super-ultra-|ow carbon,
ul tra-1ow carbon, | ow carbon and additional fuel
econony i nprovenents. These are basically the
categories of funding that the fuels and vehicle
strategies fall in. Initially the |low carbon is
about a 20 percent reduction at this point. Which
could, and all of these could actually junmp
categories as they are i nproved and renewabl e
resources are applied to their production.

The Step 1 results of our, of our
anal ysis show that in the out years you can see
electric drive and hydrogen are the scenari os
under the 2050 Vision that give us the nost
reductions. But then there is an awful |ot of
devel opnent work that needs to be done on those
technol ogi es as they are zero or near zero
enmitting technol ogi es.

Fuel econony inprovenents in the blue is
a sizable chunk of the reductions that we need.
These are, these are basically the GHG reductions
that we would need to neet 2050. The advanced

bi ofuels at the top in green are a considerable
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chunk as well.

You can see along the bottomin the red
are the natural gas, propane and renewabl e di ese
as they exist today because they are | ow carbon
but not the | owest potential carbon. These
t echnol ogi es can advance and | expect that they
will with the renewability of natural gas from
bi omet hane. It also could be a source of hydrogen
in the future as well so there's a | ot of
devel opnent that can take place. And actually
there's an awful lot of interest in those
particul ar technol ogies to i nprove those
fuel / vehi cl e conbi nati ons.

The second part of the, the second step
of our Investnent Plan shows a Gap Anal ysis that
was perfornmed for us by TIAX and M ke Jackson is
in the audience with us today. W were basically
| ooki ng at where our opportunities are. |In other
words, where are the gaps in funding of public and
private funds going into these devel opnent areas.
And we would like to deternine fromthat where are
t he gaps and where can our partners and
st akehol ders fill sonme of those gaps. And |eaving
what gaps remain that could be avail able and coul d

be targeted for funding investnents fromthis
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pr ogr am

We reviewed the public and private
i nvestments and funding for alternative and
renewabl e fuels, we determ ned the gaps and where
additional funding is not needed, therefore
| eavi ng where our funding can be useful.

At this point I would Ilike to call on ny
col l eague, Tim A son, who can take us through the
fundi ng recommendati ons for each of these four
categories. I'll join you later, thank you.

MR, OLSON:. Okay. Thanks, Peter, for
goi ng through that quickly. And | amgoing to try
to do the same thing here so we give other
speakers sone tine to give their insights.

So what | amgoing to do is kind of walk
t hrough sone of the rationale and nmaybe gi ve you
sone nagnhi tude of how we are proposing to allocate
funding. And we are using this kind of
convention, this structure of the super-ultra-Iow,
ultra-low, | owcarbon to show a little bit of the
cat egori es.

And then also keep in mind that where a
fuel or technology falls in one of these
categories it actually may be in nore than one

depending on things |like the efficiency of
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vehicles and the origin of the fuels. So what we
are describing here is kind of the ideal world in
2050, hoping to do this earlier than 2050.

So super-ultra-| ow carbon needs.
Basically this will be a preference area fromthe
st andpoi nt of our Comm ssioners. That we want to
see npbre greenhouse gas emni ssions. As Peter
poi nted out, that is our really key goal in this.

There are other co-benefits that go with
that. Sone in-state, a preference for in-state
devel opnent of biofuels, preferences for sone
petrol eum reduction that may go hand in hand with
t he greenhouse gas em ssion reductions. And we
are not, as Peter pointed out we are not, we don't
want to backslide on criteria pollutants. So al
of these things kind of neld together and hel p us
i n our objectives.

In our interactions in our programyou
are going to see sone references to coll aboration
with the California Air Resources Board. They are
also a part of this program They have their own
source of nobney out of AB 118 and they have sone
preferences that they have already stated sone
preferences in how they want to spend their nobney.

For the nobst part we want to have one program for
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the state of California even if both agenci es have
common interests and conmon preferences.

So we are working behind the scenes to
ki nd of deci de who does what. But for the nost
part just to sum of from what we know about the
Air Board's preferences, they want to enphasi ze
electric drive and hydrogen. And some of that is
t hey have sone restrictions in law that they can't
spend noney on infrastructure and fuel production.
It's really the vehicle technol ogi es what they are
f ocusi ng on.

As we go through this you will see that
we have some common interests. Qur program AB
118, is nore flexible in allowing us to basically
cover the entire devel opnent stream when you | ook
at it fromthe point of fuel production, any kind
of processing of the fuel, storage term nal
bl endi ng, fueling infrastructure, the vehicle
itself, the actual consuner use of the vehicles.

So we have a |l ot of ground to cover and
spending a lot of tinme to figure out -- Not only
do we have a lot of flexibility but we have a | ot
of challenges to figure out how to allocate al
the fundi ng and not m ss good opportunities. W

are trying to take a very bal anced approach on
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this but there are sone guiding lights on this and
that's this kind of convention of getting the npst
gr eenhouse gas eni ssi on reducti ons.

In that category, as Peter pointed out,
the super-ultra-Iow hydrogen and electric drive.
And | amgoing to go right to the next slide and
first tal k about what we are proposing to do with
the electric drive. And renenber, what we are

tal ki ng about today is a staff proposal to our

Commi ssi oners and our Advisory Conmittee. It is
still open for changes by the Comm ssioners. They
may not agree with us. W think they will in nmany
of these cases but in essence there is still tinme

to influence this proposal

What we are planning to do with electric
drive is to support several different things here.
One is we want to see new products in the
mar ket pl ace that could be battery electric
vehicles, could be plug-in electric vehicles. W
are not proposing to fund gasoline hybrids and we
are not -- we are debating whether we should fund
retrofits or refurbishments of vehicles. There
are a lot of reasons there and | can go into sone
of those as we wal k through this.

So technol ogy, the vehicle technol ogy
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that are ready to go into the marketpl ace and ki nd
of the early commercial nmarket, we are suggesting
a nethod, a nechanismas a rebate covering the
differential, part of the differential cost
bet ween that, conpared with the electric vehicle
to a gasoline or diesel counterpart.

So we are spending a lot of tine trying
to estinmate the differential costs. And we are
factoring, the approach we take is to factor out
the federal tax credits that night be avail abl e
for those kinds of vehicles and then | ooki ng at
the renmaining differential as our, as our share to
try to cover -- basically nake this even with a
gasoline or diesel vehicle and nake it easier for
buyer s/ consunmers to buy the vehicles.

So that is one approach. And that tends
to be mainly on light-duty vehicles but it al so
goes into the nediumduty, heavy-duty area in
whi ch we are | ooking at diesel hydraulic hybrid,

di esel hybrid technol ogy that we think is poised
to go into the mass market here in the next couple
of years.

I n essence when we tal k about these
differential costs we are also defining a

rati onal e for the governnent incentive. That
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t hese new technol ogi es are nore expensive and we
are trying to buy down or offset that differenti al
cost. That is the idea we are trying to get to.
So you are going to see sone of those proposals
from both the Energy Conmi ssion and the Air
Resources Board and we are probably going to have
a shared program for those kind of rebate efforts.

In addition to that we are -- the Energy
Conmi ssion i s proposing to provide sone nbney as a
cost-share on prototype devel opnent. And that
means, as opposed to thousands, you know, a couple
t housand, 15 thousand in any single year. |It's
going to be ones and twos of technology that is
not yet in the nmarketplace in any kind of
signi fi cant way.

This will be for the electric drive
| ooking at things like, instead of a diesel
electric hybrid naybe a natural gas. A different
kind of fuel in electric hybrid or hydraulic
technol ogy. And then exploring sone of the other,
ot her types of kind of advanced technol ogy. The
series hybrids, the plug-in electric hybrids, the
battery electric in the nediumduty and heavy-duty
applications. So these are not yet in the

mar ket pl ace in a big way and it takes in sone
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cases a proof of concept or a narket
denonstration. And we are | ooking for people,
consuners to be the hosts of those projects.

Wiy are we interested in this? And
agai n, these are nore expensive than the diesel
truck that is in the marketplace. Wy are we
i nterested? There are about 12 manufacturers,
engi ne nmanufacturers, truck manufacturers that are
very interested, poised, ready to nake these
proj ects, these technol ogi es.

Acconpanying the electric drive vehicle
technology is our interest in co-funding sone of
the charge stations. And this would be commerci al
and muni ci pal, public access charge stations. Not
necessarily honme rechargi ng, even though we nmay be
open to that. |In essence these would probably be
attached to or configured around purchases by
fleets, whether it's a county or a private firmor
sone other type of |ocal governnent.

And it is in this likely to be a cost-
share. | amgoing to spend a little bit of time
on the electric drive to explain a little bit.

You are going to see the same kind of repeat kind
of ideas throughout the rest of these technol ogies

and | won't spend as nuch tinme on each one of
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t hem

But the idea is we would provide sone
ki nd of cost-share grant for sone of those
i nfrastructure problens of electric drive. How
many? We were |ooking in the range of 100 to 200
in this round of effort. The rebate projects, we
want to really reflect what is happening in the
mar ket pl ace, whether it's a retrofit,
refurbi shment or a new CEM product. And we are
willing to spend noney on those rebates. And
again this is coordinated with the Air Board.

The other fuel technology in the super-
ultra-1ow category is hydrogen. W are not
proposing to provide rebates for hydrogen vehicles
in this early stage of funding. But we are
proposing to provide funding for the sane kind of
thing like electric drive, the building of the
network for the fueling stations.

And we would like to tie that to two
di fferent kinds of options. One, dedicated
aut omaker roll out of vehicles over the next few
years. And we also like to | ook at whether there
are sone nmultiple uses that nmaxim ze the hydrogen
t hrough- put that could invol ve autonaker vehicles,

transit buses, maybe distribution centers.
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Are any of these projects co-located
where the buyers or consuners are going to be? In
essence we are interested in that. And this
reflects what is happening in the narketpl ace,
that these early, early stage projects are in
t hese areas. Autonmaker OEM product, transit buses
and things like forklifts that are used in
di stribution centers.

So that's kind of the approach we are
proposing to take with hydrogen. W are expecting
to spend in the range of, | think we were
estimating about nine, ten mllion dollars for
this kind of project. W have heard from
st akehol ders that they would like to see that
i ncreased and we are nmulling that over and asking
for nore detail to support that idea.

What are the other categories? Utra-
| ow-carbon refers to prinarily ethanol biodiesel,
basically the biofuels. And it involves in sone
cases very linted vehicle incentives, nostly
infrastructure and then there's sone fuel
production. And | amgoing to go through sone of
those in a little nore detail here.

So with the biofuels we have several

different things we are looking at. One, if you
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are not aware there are about 400, 000 FFVs,
flexi ble fuel vehicles, on the road that can use
pretty much various ranges of ethanol fuel. And
ri ght now we are using ethanol as an additive, E-
5.7 in gasoline. That's expected to go to E-10 by
2012.

W want to | ook at what can you do to
get nore ethanol, to E-85. The higher fuel type
of options. And when you go to that point you
have got to have nore, you have to have
infrastructure to -- new punps, hew fueling
infrastructure to use that, that E-85.

So when you | ook at, how does this
happen over tine. W are estinating that around
2,000 fueling stations are going to be needed to
create the foundation network for the E-85 use.
In nostly urban areas. It doesn't have to, it
doesn't have to be 10,000 fueling stations I|ike
you have with gasoline but this is really the
foundati on building. And right now today there's
maybe 20 or 30 total in the state. W are
proposing that, we are |ooking at in the range of
100 to 200 projects per year for E-85 stations.

And there are sone different business

nodel s out there on how to do that. In essence we
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are looking at this is a good, we think this is a
good option to initiate that, that ethanol E-85
fuel as a, as a significant greenhouse gas
em ssi on reducti on option

And for biodi esel because -- biodiesel/
renewabl e di esel because you can use the existing
i nfrastructure we are not proposi ng anything
significant in fuel infrastructure. But we are
proposi ng that we provide cost-share noney for
sone of the term nal storage and bl endi ng.

And why are we doing that? Wll, it's
not happening in the nmarketplace. And there are a
| ot of independent conpanies that are in this area
and the financing just is not there to do this.

As a result we have got this Northern Californial
Sout hern California | ogistic problemof getting
bi odi esel /renewabl e di esel on the narket. There
are sone other factors in biodiesel/renewabl e

di esel but in essence that is a key thing.

I amalso -- W also have this category
of low carbon fuels. For the nobst part this is
natural gas and propane. Natural gas has a pretty
significant, for alternative fuels a significant
success in getting early-adopter denonstrati ons of

transit fleets. Lots of heavy-duty, nediumduty
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vehi cl es are being used using the natural gas.
There is sone nore npbdest success with propane.

But these two options do give, do create
opportunities for greenhouse gas emni ssion
reductions. Maybe not in the range of 70 to 80
percent |ike sonme of the other fuels but enough to
qualify for the Low Carbon Fuel Standard. W
think there's a, there's a role for these | ow
carbon fuels and there's a role as transition into
the ultra-low and super-ultra-I| ow.

And just to give you kind of a range of
ideas. W are willing to provide, again, rebate
funding for the vehicles, light-duty, nediumduty,
heavy-duty, covering the differential costs
conpared to either gasoline in the light-duty
sector or diesel for nediumduty, heavy-duty.

And again, we want to | ook at what are
the tax credits at the federal level. W don't
want to duplicate that based on the factor that we
see these options, particularly natural gas, as a
transition to things |ike hydrogen, through
hyt hane, HCNG

We see options in the fuel production.

Bi onet hane as a renewabl e source of natural gas.

And in essence we think that in the case of
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natural gas, blending hydrogen into a natural gas
operation gets you sone advance -- accel erates we
t hi nk the hydrogen option and not having to wait
several years before it is nore cost-effective.

Qur sense is with fueling infrastructure
and natural gas we have got to |ook at a coupl e of
things. W have got a lot of stations, close to
200 stations in California right now Not all of
themare at full capacity use so in essence we are
not, we want to do a kind of nore strategic kind
of approach of, if we are going to fund new
fueling stations we've got to get better capacity
usage at the existing ones.

And we suspect that some of these
projects may be nore suited for | oans or | oan
guarantees. |In essence the idea of, is it a cash
grant, is it arebate, is it a loan. The closer
you are to comrercial availability we are going to
be | ooking at | oan options. And anything that is
a very sizable investnent, particularly for things
l'i ke fuel production plants or these fuel bl ending
termnals in essence we may have a limt on a
project. W haven't set that but there may be a
practical limt just based on the nunber, the kind

of project ideas we get.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

30

And | don't know what that is. But say

we provide $3 nmillion or $4 million for a project
and it's cash and you have a $10 nmillion or a $20
mllion project total capital cost. WII our

nmoney as a cash grant help you or can you take the
same $3 nmillion and | everage a $30 million | oan
debt pool. So those are sone of the things we are
aski ng people. Wat's the mechani smthat works?

We al so have this category of inproved
vehicle efficiency. | had nentioned a little bit
about the hydraulic hybrid idea. This is an area
that the Air Resources Board has a simlar
interest. This could be conponent part
efficiency, it could be the whole system
efficiency, it could be battery efficiency
i mprovenments.

We are | ooking at a whole range -- for
the nost part | think a lot of these are going to
be denonstration. From what we have heard, ideas
so far, nostly denonstrations and not a | ot of
commerci al l y-avail abl e products at this point.

But we are very interested in this area and we are
| ooking forward to getting ideas.

There's a reference in the statute on

lots of different conponent parts and things that
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are eligible. Take a look at that closely. There
are a lot of things that could be eligible.

And | think | covered some of that
al r eady.

We have this other category called non-
GHG reduction categories. And that's things |ike
the workforce training. W are having di scussions
now with different state prograns, conmunity
col | eges, | ocal prograns, different kinds of
curricul um devel opnent. Things that m ght include
operati on nmi nt enance.

In essence as we get new technol ogies in
t he mar ket pl ace we are going to need sone new
training. And we are going to need new peopl e,
new mechani cs and new people in the field. And we
are willing to provide funding. |In fact there is
a substantial, close to | think 16 or 17 million
dollars, naybe a little nore, set aside for this
total category.

In addition we -- as Peter pointed out,
sustainability is a big factor in this program
And | guess one way to sumthis up is the
environnental footprint is going to be a pretty
significant screen in how we sel ect projects. And

sustainability tends to be focused right now on
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bi of uel s because of all the issues of what the
feedstock origin is, whether there are indirect
i mpacts, what the direct inpacts -- Plus you have
got lots of different feedstock sources and
configurations that need to be | ooked at cl osely.

So this goes into the area of how do
you, how do you design a verification process that
hel ps you track the greenhouse gas eni ssion
pat hway, the footprint. And |I personally think
that we are going to have to track the origin of
al nost every fuel at sone point as we develop this
program So that neans we are going to need so
per formance tests, we are going to need sone
protocol devel opnent, we are going to need sone
ki nd of tracking system And we are willing to
spend noney in this area to hel p devel op that.

We al so have several exampl es where
there are chall enges, barriers that restrict or
i npede the devel opnent of certain fuels. Two that
cone to nind are a need for standard ASTM st andard
devel opnent for hydrogen fuel and for biodiesel/
renewabl e di esel above the E-5 level. A lot of
uncertainty in the marketplace if these things are
not defined well. And we are willing to spend

nmoney in conjunction with sone of our sister
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agencies and other entities to clarify and provide
sone ki nd of guideline for these new fuels.

And we al so have sonme -- W'Ill set aside
noney to do different kinds of analysis. W wll
have contract work to help us on troubl eshooting
project problens. | think another area is
probably hel ping facilitate financing. W kind of
look at it this way, over the seven and a half
years of our programboth the Air Board and the
Energy Commi ssion will be spending naybe a billion
and a half dollars. And we estinmate by 2020 we
are going to need to see a $100 billion market
i nvestment. So that neans we are not only
spendi ng our noney but we are facilitators to help
find other sources of nmoney. And just as a
mat chi ng requi renment, but in essence these
projects don't go forward until you have ot her,
ot her investnents.

And | think that -- One other category
is this manufacturing and production incentives.
So again this shows the flexibility of our part of
the legislation. W are willing to provide
i ncentives that help either retain, expand or
recruit conpanies to build their nanufacturing

pl ants here. That could be a systemplant, it
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could be a conponent. So think in the terns of a
battery manufacturing plant or a conponent part or
a vehicle. This is kind of different from fuel
production plants, it is really the technol ogy.

And what types of things are we thinking
of and how would we match this up? There is an
existing Governor's |Initiative to basically waive
sal es tax, exenpt sales tax on equi pnent purchased
to operate and build a manufacturing plant for
what the Governor calls zero em ssion vehicles.

There's interest to expand that to all
of these alternative fuel technol ogies. So our
i ncentives conbined with that, conbined with maybe
enterprise zone type of opportunities. W are
very open to ideas of how to do this and why jobs
and tax revenues produced fromthose facilities in
the state.

And this is a summary of those
categories. And | guess one of the comrents here
is this is our best guess reflecting what we think
is practical in the narketplace. Wat kind of
proposals we are going to get.

It reflects if we want to provide
incentives for electric drive vehicles, are we

goi ng to have autonmkers delivering the vehicles
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into our marketplace in the tine frane of this two
year cycle or are we going to have to wait for the
third year.

The sane thing with demand. |Is there a
demand to buy or purchase these different -- So we
are trying to reflect what we hear and what we
observe in the narketpl ace and bal ance that with
our objectives to get nore greenhouse gas
em ssions -- enission reductions. So | think,
Peter, that goes back to you.

MR WARD: At this point | think we
would I'i ke to nove on to our other presentations.
But shortly before we do that | want to finish up
with sone program i nformati on about what we are
doi ng. We have gotten Advisory Conmittee conmments
fromthe | ast Advisory Comrmrittee neeting and t hese
are di spl ayed here:

They want a better understandi ng of how
sustainability criteria will be applied, nore
support needed for high-risk technol ogi es, need to
devel op a nore conpelling argunent for the
program we are going to cycle the returns from
i nvestments back into the programto stinulate
addi tional funding and growth. Wich is a bit

probl emati c soneti nes because it is a seven year
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program and nmany tines you don't get those results

within that tinme frame. Need a stronger |ink

bet ween K t hrough 12 educati on and wor kf orce

devel opnent.

They al so suggested that we enphasize

t he 2050 goals. Sone on the Advisory Committee

suggest ed 2050 -- some suggested

sorting that out.

More dollars should be directed to the

super-ul tra-1 ow carbon cat egory.

2050 so we are

We have gotten mixed on that as well

m xed feedback as well on the benefit of funding

retrofit and conversion projects.

St ronger support for EV fueling

infrastructure and distri bution-|

i nfrastructure.

evel

And nore focus on the econom c

devel opnent potential of the program which |

guess you have probably have understood that we

have gotten that nessage very clearly. The

economni ¢ devel opnent will be key.

The schedul e for inplenentation of the

programis as follows: W are hol ding these public

wor kshops this nonth. Next nonth we will be

finalizing the revised | nvestnent
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Conmmi ttee adoption in March

And then in the spring we hope to

rel ease solicitations. Those are underway now

bei ng prepared. W are hoping to -- | said

spring, | know that's a season not a nonth but

think that's -- please work with us on this

because we are doing that on a parallel path.

I don't know if we really went

regul ati ons that were required here for this

programin the statute to clarify the statute for

us. And that is the critical elenent before our

into the

37

fundi ng can be rel eased. Those should, we hope if

everyt hi ng goes according to plan, would be

enacted by the Secretary of State in |ate May.

But that doesn't nean we are hol di ng

back. W are hoping to prepare

rel ease them get the proposals

solicitations,

back, eval uate

t hose, set them for a Business Meeting, so that

they can all be in queue for the day after

regul ati ons becone enacted by the Secretary of

t hese

State. Then we can go ahead and rel ease funds for

t hese vari ous projects.

That basically is our

presentation for

the day. | noticed that Dale Hill just left.

think he is about to | eave with
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anybody wanted to go see it before he did I
woul dn't blanme you if you took a three nminute
hi atus from our program here. That havi ng been
said, | certainly don't want to undercut the
present ati ons that we have schedul ed from our
guests here as well today.

Also | don't think | nmentioned fromthe
beginning. If you would |like to nmake a comrent
during our public comment period, which will be
after the presentations here, if you could fill
out a blue card and get themto us. W would Ilike
tolimt those to no nore than five mnutes as a
publ i c coment.

MS. VINTON: | have a stack.

MR. WARD: Yes. Joanne over there has a
stack of the cards if you would like to fill one
out and nmke a public comment.

There are ways to comrent in our public
comment here. W have a docket that is avail able
on our website that | encourage you to give us
your suggestions. That is after all why we are
here today is to tell you about our I|nvestnent
Pl an, the potential for our program W would
like to get your comments on particular projects

or aspects of the program as we have explained it
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to you today.
But inmportantly I would also like to

menti on on our website you can sign up for what we

call our list serve. And that neans that you sign
up and we will notify you for every action that we
take. You will be getting an e-nmail alert of that

so you won't have to keep checking back with our
program We'll let you know, for exanple, when
t hese wor kshops are being held. W sent out e-
mails to all those people on the |list serve.

The sane way for solicitations, adoption
of the Investnent Plan, all the significant events
that will be happening in this program Once you
are on you will be barraged -- Be specific in your
request on your list serve, that's one advice |I do
have. Make it specific to this program So be
it. Energy is a very wide topic so you want to be
as specific in your request, otherwi se you will be
barraged with all sorts of different activities
that are going on at the Energy Conmi ssion.

Qur first presenter for our program
t oday, which | hoped we would design for a | ocal
interest here. And the local interest basically
is the innovation and the technol ogy devel opnent

that is taking place in the Bay Area.
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Qur first presenter is Lewis Harrison
with the San Francisco Public Utilities
Conmmi ssion. Just coning off the notoriety that
t hey enjoyed at the biodi esel conference |ast week
that was held in San Francisco. | would |like you
to welcone Lewis. He is going to speak to us
about their biodiesel activities. Thank you.

MR. HARRI SON: Thanks a | ot. | am

really excited actually to talk about this

project. In a nutshell we are tal ki ng about
recycling waste grease into a renewable fuel, into
bi odi esel. | have worked for 30 years for the

City and County of San Francisco in the water
pol lution control, water pollution prevention
field and right now | amthe division nanager of
San Franci sco's sewer system

And within this division of 88 enpl oyees
we have the responsibility of maintaining San
Franci sco's thousand mil es of sewer and
mai nt enance and cl eaning the sewer, as well as ny
group has the source control group, the
regul ators, that control the industrial discharge
of pollutants to our systemin order to enable the
treatnent plants to do a better job of protecting

t he bay and t he ocean.
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So this is a pollution control program
at its heart. This is where it all began. And
traditionally you think of pollutants of concern
as being sonething |li ke cyanide or nercury,
copper, lead, nickel. W have over the years had
progranms targeted specifically at these type of
pollutants. But now we have a big problemwth

FOG in San Francisco and FOG stands for fats, oils

and grease. And let's see if | can advance the
sl i de here. It doesn't want to advance. The
clicker.

In a nutshell the problemis that grease
cl ogs our sewer system And this isn't just San
Franci sco-specific, this is a nationw de problem
My friend on the podium here, Bob Garzee, has
coined this idea of a nunicipal cholestero
problem and that really is true. The grease clogs
our sewer pipes, constricts the hydraulic
capacity, convey less flow, and as a result we
wi nd up getting these overfl ows.

And t his whol e program of controlling
FOG started in 2000 with EPA pushi ng nati onw de
this issue of reducing sanitary sewer overfl ows.
And it turns out the EPA is estimating that nore

than 75 percent of the sanitary sewer overflows in
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this country are related to grease bl ockages. So
we were focusing our programfirst on just
reduci ng those overfl ows.

But we were | ooking, because we are
pol lution prevention oriented, you don't want your
pol | utant that you have diverted from your problem
to becone a pollutant or a problem for sonmebody
else. So we don't want that cross-nedia transfer
of our problemto soneone else. So what could we
do with this pollutant? And conveniently, and
unl i ke any other pollution that we have ever dealt
with, we have this grease that can be used in an
alternative way and it's a waste product that can
be used as an alternative fuel.

And this stuff is hard, by the way, in
the sewers. It is not nushy like Crisco, it's
hard as a rock. It has to be jackhanmmered out.
It's a huge mai nt enance problem And we spend
probably $3.5 mllion dollars a year dealing with
this issue just in San Francisco dealing with
grease-rel at ed bl ockages.

Most of the sources are fromrestaurants
but the grease once it gets in the sewer al so
becomes an odor problem It becones a rat

problem The rats love to eat it. And even at
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the residential |evel people think it's okay to
pour that last little bit of grease down the drain
when they are washing their pots and pans. And
cunul atively this all adds up to a gradual coating
of our pipes throughout the country and becom ng
this big issue with grease bl ockages t hroughout
our system

So this is just a GS plot of the |ast
year's worth of grease-related conplaints. M
unit, my division responds to 6,000 annual
conplaints for sewer service, of which al nost half
of them are grease-related. This is just in San
Franci sco. And the data, if you research it,
nationwide it is a problem That is why we think
our solution to this could be sonething that could
be replicated in cities around the country.

I would like to introduce our biofue
coordinator, Karri Ving, to tal k about the project
fromthis point.

| do want to say that one of the main
poi nts about the programis that -- and that makes
it very unusual and al nbst a grassroots project is
that the public down at the household | evel can
participate in this program and they can see that

their protecting of the sewer system and reducing
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the overfl ows, kind of protecting water by not
putting that grease down the drain, can actually
create this fuel that powers their kids' school
buses and inmproves air quality and inproves our
i mpact on the clinmate. So that's the sustainable
i dea behind this whole thing.

And | would like to introduce Karri Ving
to talk about it fromthis point.

MS. VING  Thank you, Lewis. Good
mor ni ng, guys. So as Lewi s was pointing out,
every single nmunicipality across the state is
dealing with their urban waste as di sposal options
become nmore and nore difficult to utilize.
Landfills are filling up. And also it is no
| onger acceptable for nunicipalities and towns to
take a passive role towards waste. It is now you
are responsi bl e.

Cities are also grappling with working
to achi eve sonme | evel of fuel independence.
Inmporting less fuel into their towns while still
provi ding the necessary public services to run the
fire trucks and street sweepers, nuni buses. Now
I have to learn this program Here we go.

So what San Francisco is doing on a

number of levels is trying to tackle fats, oils
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and grease and work towards a | evel of fuel
i ndependence that is tangible and replicable. W
are passing a sewer ordi nance where we are goi ng
to be working with our 2300 restaurants and hotels
to get themthe | atest recovery devices so that we
can capture that FOG before it enters our sewers.

And t hen we have through a Pl ER grant
with the California Energy Conmission a fats, oils
and grease bi odi esel denpnstration project. That
is going to be converting brown grease, restaurant
trap grease, into biodiesel.

The i nportant aspect there is not that
we are proving a technology. It is that we are
dealing with proven technol ogi es and working to
bring those technologies to narket. So on a
private side you have sone very exciting
t echnol ogi es for produci ng sustai nabl e bi of uel s
that need to identify a commercialization pat hway
to bring their costs in line to that of
traditional number two di esel and ot her
traditional fuels such as bunker fuel, heating
fuel .

So the benefits of co-locating a
bi odi esel processor within the sewage treatnent

pl ant are nunerous. | amnot going to go into
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themall but | essentially want to give you the
under st andi ng of the fact that every single town
and city has a sewage treatnent and what we are
showing is that you can | everage that existing
infrastructure. The |latent heat, hot water | oops,
transportation corridors, the permtting. And be
able to co-locate a biodiesel processor within
those walls and bring the costs of production in
i ne.

| actually don't know if | have enough
tinme to show the video but | amgoing to go into
this. So the purpose of the next three years'
denonstration is to achi eve an overall goal of
reduci ng di scharge i nto our sewers, recovering
energy value of fats, oils and grease, there's
organi ¢ BTUs, and reduci ng San Francisco's
reliance on fossil fuels, including their
greenhouse gas profile.

The technical goals are essentially to
produce an ASTM certified biodi esel nmade from
brown grease and to utilize the nargi nal off-spec
fuels that may not be roadworthy but are suitable
for fuel extenders and bunker fuel. And then the
overall econonic goals are really to bring these

costs in line. Because there is no point in a
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denonstrati on that produces fuel at $17 a gall on,
it is just going to stay in the |aboratory.

Can | get a tine check? | just want to

make sure that we have enough. Peter, how are we

doi ng?
MR. WARD: How long is your video?
MS. VING \What?
MR. WARD: How long is your video?
M5. VING It's a minute
MR. WARD: W have a m nute.
M5. VING Al right. So the point of

this video is just to kind of give you an
under st andi ng that the brown grease to biodiesel
technology is that first rung that we are reaching
for. And we actually want to just change the role
of the traditional sewage treatnent plant. G een
governnent by identifying all sorts of resources
that are traditional wastes, clarifier scuns,
sline, food waste into conpressed bi ogas. And
really, really redefine wastewater treatnent as
nore of an energy recovery facility. And this is
just going to give you kind of a vision of where
San Francisco wants to head in the next few years.
(Wher eupon, a video clip was

started.)
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M5. VING And this would be | ocated on
our port property, exercising our nunicipal and
maritime conponents since we are a port.

And so we are starting with traditional
bi odi esel, nmoving into al so a conpressed bi ogas
and reducing the City's energy reliance as well as
its fuel reliance.

So | amgoing to just probably spend
about 20 seconds tal ki ng about each conponent.

But essentially the -- 1'Il let it finish up
Geat. And to get back to the slide.

So it would be a bioenergy park worKking
to devel op a number of public/private partnerships
toreally find and identify commercialization
pat hways for a | ot of the energi ng technol ogi es
that may not sit well in the venture capital
community because they nay need a little bit nore
time to mature. Government can play that role.
They can be a bit nore patient and allow their
return on investnent to |lag on further than the
private sector mght allow.

But just to go over the specific brown
grease to bi odi esel program W have got a
recovery facility that woul d accept brown grease,

which is about 12 mlIlion gallons of waste, true
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waste that is exported out of the city currently
into surroundi ng conmunities. W would keep that
in San Francisco. |t would be brought to our
recovery facility.

Three percent, three to five percent of
that is the material that will be turned into
bi odi esel. And that biodiesel, again, to
acconplish a zero waste program the all-spec
material or material identified that would not
necessarily be suitable for converting into ASTM
bi odi esel could be utilized for biobunker fuel
extenders, fuel additives, boiler fuel and co-
digestion to actually help run the treatnent plant
and the facility.

But that 97 percent is also equally
inmportant, it's water. Because the brown grease
that | amtal king about is what is rinsed down the
si nk, the spaghetti sauces and all when the
kitchen staff are cleaning the pots and pans. And
that 97 percent water in the private sector would
normal ly just be considered a byproduct or a
liability of doing business.

Instead, for a sewage treatment plant it
is nore considered fortified water that only a

treatnment plant could love. And we can utilize
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that white water to increase our anaerobic
di gesti on produci ng nore net hane and gi ving us the
opportunity and the option to produce conpressed
bi ogas to run our existing conpressed natural gas
fl eet on conpressed bi ogas.

And then just the -- It is just such an
interesting tie-in in how the natural byproducts
of the production process of biodiesel are al so
really well-suited for a treatnent plant. The
gl ycerine can be used as a grease discharger to
hel p us cl ean out our sewer l|laterals. W can
recover 100 percent of the nethanol in the water.
And even liquify methane gas to produce nethano
so we are not even using traditional fossil fuel
met hanol in the production of our biodiesel.

And so just to bring it back to the
cl osed | oop that we are working towards. This
mat eri al, this biogas, biodiesel, bunker fuel,
boil er fuels, they would all be operating diesel
vehicles in San Francisco, utilizing our existing
di esel fleet, about 1500 vehicles, but keeping,
keepi ng the source of that biodiesel a renewabl e
source that cane essentially homegrown in San
Franci sco.

So to deploy this technol ogy, which is
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what the California Energy Conmission is going to
allow us to do, is to bring the costs in |ine,
devel op a busi ness case, and then outsource all of
t hat npdel to surroundi ng comunities in
California so that every single town and city is
importing |less fuel, exporting |l ess waste. Thank
you very nuch.

(Appl ause.)

MR, WARD: W are pleased to have with
us today Bob Garzee who is the CEO for Synergy EV
in the Silicon Valley. Bob, who | have known for
many years in the Clean Cities Coalition here in
the Bay Area. He is representing the Clean Cities
Coalition here today. He probably is going to
speak a little bit about electric too, | wouldn't
be surprised. Bob.

MR, GARZEE: Thank you. Today | am fuel
neutral representing the Clean Cities
organi zation, which is an extension of the
Depart ment of Energy. W are 86 |ocations across
the United States with Clean Cities organi zati ons
and we are the Silicon Valley organization. W
believe in teanming, in synergy and we have brought
together Breathe California, which is a 100 year

old health organi zati on focusi ng on hel pi ng the
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|l ung i ssues. Because we think clean vehicles not
only address fuel prices but al so a dependency on
foreign oil but also health reasons.

Let ne read what DOE/Clean Cities stands
for:

"We strive to advance the

nati on's econom c, environnenta

and energy security by supporting

| ocal decisions to adopt practices

that contribute to the reduction of

petrol eum consunption.”

And | read that because | want to be sure you
under st and what our charter is.

Breathe California, as | said, is 100
years old. It has 60 years in school outreach, 30
years in service training, 10 years in delivery of
air quality prograns. So they are certainly
qualified to be our partner.

Today | am going to address three
projects that we recommend fromthe Silicon Vall ey
Clean Cities. One is a CNG project, one is a
battery and one is a solar fueling of electric
vehi cl es.

We have the talent on our team W have

devel oped what we call a center of excell ence,
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whi ch again is team ng of public and private
entities. And we have fleets in Silicon Valley
and t hroughout California that can use the
sol uti ons that we devel op

First of all our philosophy of teaning.
We think those of you in the first section can
read that, it mght be alittle bit hard in the
back.

But we are focused on the synergy, the
team ng, the center of excellence by bringing
public and private organi zati ons together. These
are environnental groups |ike our Electronic

Transportati on Devel opnent Center that Ji m Robbins

is going to speak about. Also our rel ationships
with Bay Area Air Quality Managenent, EPA, Silicon
Val l ey Joint Venture. W will always bring in at
| east one of 11 Silicon Valley cities to be part
of the project.

We have 27 technol ogy compani es,
i ncl uding the | BM conpany, that's involved in the
projects that we are involved in here. W have
brought in order financing of $200 nillion to help
support these projects in addition to what

California Energy provides. And we are al ways

teaming with the nation's nunmber one incubator,
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which is called the Environnental Business C uster
of San Jose.

The first one, nunber one, is the CNG
project. W believe CNGis a solution, it's a
| ow-carbon solution. 1In this valley we have what
we consider the major exanple of doing it right
with over 500 vehicles being fueled every day with
a station already in and paid for that has the
capacity to include others. To show people how
and fleets how to use CNG effectively. And a CNG
education center that would apply for people that
wanted to cone as fleet managers to learn how to
do it. And it's inportant that we teach the
fleets how to effectively use CNG because it is
today a now sol ution.

As | say, the fueling station is in
pl ace. Buses, taxis, pickups, cutaways fuel there
every day. W have 17 locations in the valley.
That nekes it easy for fleets to use the fuel.

Qur experts on the Center of Excell ence
teaminclude the $200 million financing for
projects in CNG and including what we consi der
our world expert in CNG which is Tom Stofl et .
Tomis in the back of the room |If you would hold

your hand up, Tom
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The second project as you saw out front
is a battery-dom nant school bus outreach. It is
zero enission. It was basically devel oped with
the partners of the Electronic Transportation
Devel opnent Center, which are 19 Silicon Vall ey
t echnol ogi es, and using that bus as our base to
add technol ogi es to.

Fri day we introduced this bus as you see
in the picture. And we brought in school children
because that is what this is about, is to give
themclean air to breathe on their buses. And
this conpany, Proterra, is considering noving to
San Jose and buil di ng buses that are battery-
domi nant for California.

We are going to brief 3,000 Silicon
Val | ey children and deci si on-nakers on battery
buses and why they are inportant.

We are going to do everything we can to
notivate this conpany to nove from Gol den
Colorado to Silicon Valley to bring in those 19
Silicon Valley technol ogies, including IBM and to
produce jobs here in Silicon Valley.

The health benefit will be the focus but
we also will train on affordability, ease of

operation, early payback and avail abl e fundi ng.
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We will do 500 school district
adm ni strators, board nenbers and transportation
managers and 2500 students.

And we will bring the expertise of
Breathe California to bear with their 215
vol unt eers.

The third project is taking solar, which
is zero em ssion, and charging and fueling
el ectric vehicles, which are zero enmission. This
Valley is really one of the centers of solar
devel opnent and we want to take that technol ogy
and those partners and bring themtogether to show
t hat .

The picture on the left is the bus you
saw out front, which is a school bus version
Panel s that are 42 feet wide and 20 feet high can
basically provide the energy to run that bus for a
typical duty cycle in a school. And then of
course there's nany other types of electric
vehi cl es that can be charged the sane way.

The team at the bottom Cean Cities,
Breathe California, a local city, the EBC and the
AAraya Goup will be the ones putting that program
t oget her.

To provide an exanple for other fleets
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We believe that's zero enissions, zero
fuel costs, zero inported oil, and it is
econoni cal |y avail abl e t oday.

We believe that our $200 nmillion in
order financing will allow cities, fleets,
muni ci palities of all kinds to put in the solar
panels as well as the vehicles. No natter what
kind of electric vehicle they are and spread those
i nvest ments over 12 years.

That sunmari zes our three program and

our phil osophy of teanming called the Center of

Excell ence. |If you would |Iike to contact ne that
is howto do that. W are very active, as Jim
Robbins will explain, in our approach to working

together with the Environnental Business C uster.
Thank you very nuch.

(Appl ause.)

MR. WARD: Qur next presenter is Jim
Robbins. Jimis the founder of the previously

nmenti oned Envi ronnental Business Cluster here in
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San Jose. He has been a PIER contractor.
Basically |I got to know Jima couple of years ago.
I have been excited about what he is doing.

He is actually trying to shepherd
conpani es from applied research to pre-
commercialization to commercialization and hel pi ng
t hem t hrough what is commonly known as the vall ey
of death. So here is the pathfinder through the
val | ey of death, Ji m Robbins.

MR. ROBBINS: Thanks, Peter. | am here
today not to advocate any particul ar project but
to tal k about what | think sone of you, as well as
nmysel f, are interested in, which is that noney
that Peter was tal ki ng about and how it nmi ght be
applied to projects and to tell you a little bit
just about two prograns that night be partnership
opportunities for you

So when you thi nk about how are we goi ng
to nove ahead when these solicitations cone out,
to let you know that there are sone organi zati ons
in Silicon Valley that are already organi zed and
trying to position thenmselves to take a part in
this. And our interest is partnering with others
to put together proposals and prograns.

So there's two organi zations that |
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would just like to talk about briefly. One is the

Envi ronnment al Business Cluster. So this is a
nonprofit organi zation |located in San Jose. It is
an environnental incubator. It is a place where

peopl e are starting up cl ean technol ogy conpani es.

As such, as Peter nentioned, we are
under contract, have been for four years to the
California Energy Conmi ssion to comrercialize
technol ogy. So we are working with PIER and ot her
research funded technol ogi sts and hel pi ng t hem
take their technology to the market. And how t hat
AB 118 is coming along we want to be well -
positioned, and | think we are, to try and help
people like sonme of you that are early stage
conpanies work to try and nove your technol ogy to
the market and maybe take advantage of sone of
this funding and do it in partnership with the
Envi ronnmental C uster.

W work with about 25 or 30 conpani es at
any given tine and we have both resident and non-
resident prograns. So we are working with
conpani es throughout California, not just in
Silicon Valley, although we have a kind of Silicon
Val |l ey focus. And we have fornmal partnerships

with the National Renewabl e Energy Lab and with
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the City of San Jose.

The goal of the cluster is to -- It's a
nonprofit. It's goal is to increase the success
of startups and accelerate their growh and hel p
reduce barriers to commercialization. So the EBC
is just there to help people who are trying to
devel op successful clean tech conpanies or |license
t echnol ogi es and bring those to the marketpl ace.
So | think we are a resource and can hel p some
people like sonme of you in this rooml| ook at these
i ssues.

W work with conpanies that are
recei ving research grants and we hel p nove that
technol ogy to the marketplace. As sone of you nay
know the track record is not very good for
research, kind of grant-funded applied technol ogy
and we are trying to work on that problemw th the
CEC and kind of inprove the commercialization
rate.

And we have had some success. There was
a study about 18 npbnths ago of 110 cl ean tech
centers around the world that were commerci ali zi ng
cl ean technology. And all they | ooked at is how
many technol ogi es did each of these centers

actually get into the narketpl ace and the
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Envi ronnmental C uster cane out nunber one. So we
are working hard on this problem W are pl eased
to be partnering with the California Energy
Conmi ssion as we do this. And so we are a
resource as people are | ooking at kind of nore
transportation, clean transportation sol utions.

Alittle nore specifically to today. W
al so have a project within the Environnental
Busi ness Cluster called the Electronic
Transportati on Devel opnent Center. And | help
manage that project for the EBC and Bob Garzee is
the ETDC applications manager and the origi nator
of the idea of this center. So between us we are
wor Ki ng.

And this center is not just focused on
early-stage conpanies. It is focused on bringing
al | -stage conpani es together to work on cl ean
transportation solutions by focusing prinmarily on
Silicon Valley technol ogies and hel ping to
di mi nish our reliance on fossil fuels. So to
address the very kinds of issues that Peter and
Timtal ked about.

It is a place where we have got
est abl i shed and earl y-stage conpani es wor ki ng

together and we are trying to do a series of
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prot ot ype and denonstrati on technol ogy
devel opnent. So create vehicles where people like
sone of you can bring your technol ogy and part ner
wi t h ot her peopl e.

So the Proterra bus that was out here.
Proterra is a conpany that participates both in
the EBC and the ETDC. And | am going to describe
our first project. That Proterra bus is the base
for that project but we have got a dozen other or
15 other Silicon Valley technol ogies that are
going to layer on top of that bus for our first
pr oj ect.

So people bring in their technol ogy,
they protect their intellectual property, but they
are able to coll aborate with others and work
together to try and get denonstrati on projects out
so people can actually get on the vehicles and
drive them and see them and see how all the
technol ogy works. And so groups of people can
jointly solve problens that we couldn't solve
i ndi vi dual |y.

And we are -- Efforts are underway to
create a facility where we will have | abs and the
ability to do prototype nanufacturing. So this is

a regional effort. Qur hope is that as a region
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we can capture a healthy share of this AB 118
noney over the years and show how this regi on can
be a leader in this field.

VWl l, what you are supposed to see here
is a photo of the Proterra bus that was sitting
out there. It worked on ny conputer. Anyway,

I'lI'l show you nore of what is inside it in just a
second.

So the first project we are doing, just
to give you an exanpl e of the kinds of things that
we are putting together and we hope to do -- an
exanpl e of sonething that could be, sonething that
recei ves AB 118 funding, is we are taking this
battery-dom nant bus that was parked out here if
you happened to see it, and we are layering on a
set of technologies to create an el ectric school
bus.

So since we don't seemto have the photo
I don't know if you can see all this. But just --
It is conceptually not so inportant all the
details but conceptually, if you think about that
bus that was parked out there, then inside there's
technol ogy that is added. Flat screen training,
air conditioning technol ogy, gensets, advanced

batteries, lighting, LED technology. So it is
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| ayered on to kind of create the first all-
el ectric, new generation school bus in the
country.

And the goal there is to bring the
partners together and this is an exanple. This
project is underway. W have about 80 technol ogy
conpani es that are participating in ETDC al ready.
The technol ogy is kind of |ogged in a database and
then available for nultiple projects as they nove
forward so we are able to track your technology if
you join the program There are no costs to join.
And the way to think about this is that when you
go to look at this AB 118 fundi ng, partnershi ps
are always inportant to show the strengths of the
organi zati ons appl yi ng.

So what do we have? W have the
Envi ronnental Cd uster, we have the Electronic
Transportati on Devel opnment Center. Anot her
partner is San Jose State University, the Cty of
San Jose, the tenth largest city in the United
States, are partners. And then we have already
got 80 technol ogy conpanies signed up with their
technologies. So the goal is to create a pl ace
where all this can happen. And then we can

i ndi vi dually partner, cone together and go forward

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

65
putting together applications that are stronger
because we are all working together.

If you couldn't see the diagram from
where you were sitting, this kind of shows you
what ki nds of technol ogies. Battery alternatives,
solar nonitoring and fueling technol ogies. All
these are going into this first project, which is
just an exanpl e of what can be done. Genset range
ext ensi on, energy reduction technol ogi es.

We have al so, because it is a school bus
there's child safety and training issues that are
addressed. Data storage and gl obal positioning.
All these technol ogi es | ayered onto that bus that
was just out here as an exanple of just a kind of
project that could go forward.

And then the school district order
financi ng that Bob mentioned. So when you think
about inplenentation of this project, the school
districts can actually get loans. And if they
wi sh, pay the majority of the | oans back through
the fuel savings so that these things can actually
penetrate the market once they get started.

And we feel that these are just the
ki nds of ways that we need to | ook at how to put

proj ects together under AB 118 to get fundi ng so
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we can have a maxi mum i nmpact, not only for the
state but for our region to participate.

So that is just a very brief overview
If you are interested in participating, partnering
or just discussing the possibilities of partnering
on future projects this tells you howto get a
hold of ne. And as | said, Bob is involved in
this as well and we have got sone staff people
here fromthe EBC so we are glad to talk to you
about it. And we are really excited about what
you have proposed in terns of noving this project
ahead.

The only thing I would nmention from what
| heard today is | was a little concerned and |
would like to go on the record as saying that if
you are having a debate about whether or not to do
retrofits, that really concerns ne. |It's kind of
li ke saying, we are going to do energy efficiency
for comercial buildings but we are going to
exclude all the buildings that already exist and
only work on the ones that, you know, don't exist.

I would just recomrend to you that you
don't assune what the technol ogy solutions can be
for retrofits. |If you have concerns, which | am

sure peopl e do, about what the environmental
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implications are of retrofits, then address those
and tell people what standards they need to neet
if they are going to do retrofits. But don't
assune that the retrofits can't neet the necessary
st andar ds.

| think it is really inportant for us in
transportation to try and address the probl ens
t hat al ready exi st on the highway. Not everybody

can afford a new car and we need technol ogy
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sol utions for existing vehicles. Thank you.

(Appl ause.)

MR. WARD: The next speaker is Alison
Kirk fromthe Bay Area Air Quality Managenent
District. | would like to nmention that in each
one of our workshops we are including our
potential partners of the Air Quality Managenent
Districts, as we have in the past worked very
cooperatively with the Air Quality Management
Districts. W have a simlar vision and simlar
m ssions and so | think it's a very conpatible
thing. She is going to tell us about what
potential we have for partnership with the Bay
Area Air Quality Management District. Alison

MS. KIRK: Thank you. | amgoing to

talk very briefly about the Bay Area Air Quality
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Managenent District; the current structure of our
grant prograns. And we are headed in a new
direction that really works nicely with CEC
fundi ng and ot her opportunities out there
avai |l abl e t hrough AB 118.

The Bay Area Air Quality Management
District is obviously the Bay Area's air district.
We conprise all of seven counties. That's Santa
Cl ara, San Mateo, San Francisco, Marin, Contra
Costa, Al aneda, and then the southern portions of
Sol ano and Sonoma Counti es.

And we are interested in funding
projects that reduce enissions within that area.
We are also interested in multi-district projects
and projects that would help nore than just our
Bay Area. But that is really the core.

So | amgoing totalk alittle bit about
the Strategic Incentives Division and to give you
alittle history. This | think will help you
under st and where we are coning from And when you
work with us, and we hope to reach out to a | ot of
partners, you will find that briefly a background
of where we have been will hel p understand some of
our franeworks. W are also trying to nove

forward and really expand what we are doing. And

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

69
that's where | see AB 118 fundi ng wor ki ng and
really hel ping with that expansion

So we have been the grants program
section and we have part of another division
within the Air Quality Managenent District for a
long tinme. Beginning in 2008 we have becone our
own division and we are in the process of working
t hrough all the new directions we are going to go.

This sort of synbolizes the fact that
the Air District really is beginning to see their
i ncentive prograns as central to their nission and
that we are incorporating a |lot of new things into
t hose prograns.

For exampl e, our board of directors has
directed us to integrate climte protection into
everything we do. W are working on greenhouse
gas enissions inventory and we are filtering that
per spective through all our prograns, including
our grants prograrnms.

So in fiscal year '08-09 we are giVving
away $88 million. And a lot of these prograns
represent the nore traditional approach that we
have taken. W have both | ocal dollars and state
dollars. Qur local dollars are through DW fees

and al so through our regulatory fees that we
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col | ect.

We have used this noney, the | ocal
dollars to do things |like offer incentives for gas
inserts for individuals who have fireplaces. W
have used these dollars for vehicle buy back
progranms for |ight-duty vehicles. And we have
al so used this noney for what | would call
br oadl eaf transportati on projects such as shuttle
servi ces, ride share prograns, al so bicycle
facilities.

Sonme of that nobney has al so gone towards
retrofitting diesel engines. Repowering those
engi nes with cl eaner engines or alternative fuel
vehicles. But also we have -- Those funds can
al so be used for purchasing cl eaner-than-required
vehicles. So those were our |ocal dollars.

Qur other dollars, sone of them al so
fromDW, we work with the state quite a bit. W
have something called the Carl Myer Program And
that is for vehicle-based -- sorry, excuse ne,
engi ne-based projects. And that has funded over
the years a lot of different project types.
Everything from on-road projects, off-road, marine
vessel s, agricultural equipnment. And again, the

focus fromthese funds had al ways been to take out
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exi sting diesel engines and put in cleaner
engi nes, either diesel or alternative fuel
vehicles. Sorry, alternative fuel engines.

But what is significant here is that
these traditionally have al ways been about
certified and verified technol ogy. And that has
meant that we have had limted funds to do
denonstrati on projects. Although we have had that
noney we haven't had as nuch as we really would
like. And so we are really, with the Strategic
Incentives Division we are really pushing the
boundari es.

And what we are going to see in the next
year is that we are going to have, we are
estimati ng about 144 nillion and we are going to
divide our division into two arns. And | really
see AB 118 npbney and the noney fromthe CEC
portion of that funding both aspects of that. And
this is where | think we are | ooking for partners.
A lot of you are here today and | have heard sone
peopl e speak. W are really | ooking for partners
who are interested in the nore innovative things.

We will have our Mbile Source/ Advance
Technol ogi es Program And sone of those | ocal

doll ars that we have spent nore on certified and
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verified technology we would |like to nove nore
into denmonstration projects. So there will be
money t hrough our | ocal dollars for that.

Al so we are going to have noney for nore
alternative fuel. W have funded alternative fuel
projects in the past. W have worked with a | ot
of local jurisdictions to develop alternative fuel
fleets. And we would really like to -- our vision
is to continue doing that and al so work on
infrastructure. So that is one area where the CEC
programfits really nicely.

And again, also workforce training. W
are interested in that aspect as well. And what
we are hoping to do is to work with partners with
AB 118 funds and al so reach out, we have hopes of
recei ving federal stinulus dollars as well and
really using our local dollars, our state dollars
and federal dollars to really co-fund projects and
| everage the funds we have to create nore projects
t han we woul d ot herw se.

In addition the second arm of our
strategic incentives division will be the
Strategi c Endownent for Energy Devel opnent, what
we are going to call SEED. And this is another

area where we are reaching out in new directions.
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We have not in the past funded w nd, solar or
tidal power. W really see a |ot of opportunities
here. And again, sone of the things that we wl|l
be fundi ng under this armw |l work nicely with
t he CEC program

And also rolling in what is going on in
the state in terns of AB 32 and al so the conpani on
| egi sl ation, SB 375. SB 375 really takes 32,
which is the global, | think it is called the
gl obal solutions -- | forget the exact title but
it has to do with greenhouse gases. So 375 really
ties in land use and snmart devel opnment and snart
growh to liniting greenhouse gases.

And we are hoping to roll that into our
programs as well. Wen we eval uate projects we
will be really interested in what aspects of | and
use planning are there, if that's in fact the type
of programit is. And where we see our Mbbile
Sour ce/ Advanced Technol ogy Program focused on not
only criteria pollutants but toxic air
contanm nants and al so greenhouse gases. The SEED
side will be nmuch nore focused on greenhouse
gases.

So that is kind of an overview of the

framework. W are still working on this and open
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to suggestions. And here's a list of contacts.
Qur nmanager is Danian Breen and here is his
contact information. | amthe contact for the CEC
portion of AB 118. Geral dina Grunbaumis worKking
on the ARB portion which is called the Air Quality
| nprovenent Program And then we are al so worKking
on the BAR part, which is the fleet -- let's see.
Enhanced Fl eet Mbderni zati on Program and M chae
is the contact for that.

So we are interested in partnerships. |
am just going to keep saying it, partnerships.

And working with people to | everage the | ocal and
state and hopefully federal funds we have in order
to really advance the projects that we can do in
the Bay Area.

And it has been said and it seens kind
of redundant but | amjust going to say it again.
We are such a center of innovation and technol ogy
that it makes such good sense to us that we would
also, we would roll that into innovation in terns
of energy as well. And we see a |lot of potential
for workforce devel opment and | think that we are
really in a good position to take advantage of
di fferent sources of funds and really work

toget her to make things happen. Thank you.
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(Appl ause.)

MR, WARD: Thank you, Alison. | think
we are all singing the sane song it seens to ne.

At this point we are going to be going
to our public comrent section of the workshop.
First off if we could have Richard Lowent ha
present. | would |like to keep these presentations
to about five mnutes if we possibly can because
we are also going to be getting comments.

For those of you that are on the phone
we have not forgotten about you and there will be
an opportunity for you to post a comrent as well.

If we can keep the presentations to five
m nutes that would be great. And to queue up,

Joe, can you be ready next? Thanks.

MR, LOVWENTHAL: Thanks very nmuch. My
nane is R chard Lowenthal; | amthe CEO of Coul onb
Technol ogi es. We make network chargi ng stations
for electric vehicles. W, of course, would |ike
toget alittle bit of help from AB 118.

The issue that we would |ike sone
support on is to break what we call the chicken
and egg problemfor electric vehicles. This
problemis caused by the fact that we want

everybody to buy one of these electric vehicles
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and they're clean, but in the US there's 247
mllion cars and only 54 mllion garages. So a
| ot of cars are not parked in a garage at night so
have no place to charge. As an exanple, in the
city of San Franci sco 51 percent of the cars park
curbside at night and yet there's no curbside
chargi ng opportunities. So we want to sol ve that
pr obl em

So there's the problem That's the
problemthat we would like to help solve. W have
devel oped products and a network to do that. W
have depl oyed our network and products in the Cty
of San Jose and would like to do nore in
Cal i f orni a.

So the reason it's a chicken and egg
problemis once people buy cars it will becone
evi dent that we need charging stations. Then
communities will buy them and apartnent buil di ngs
wi Il buy them and condom niuns will buy them But
in the short-term everybody says, well where's the
cars, why do we need chargi ng stations.

So we have a little dil emma because when
you are maki ng your car buyi ng decision and you
live in San Francisco you won't buy an EV if you

can't fuel it. So this is a short-term problem
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We think it is gone by 2011. But AB 118 nobney
could nake it go in tine so we can accel erate the
acceptance of electric vehicles.

So we have a couple of specific
suggesti ons of how noney could be spent. There
are about 700 stations left in the public froma
trial that was done ten years ago that was really
instigated by CARB. It was a trial to pronote
zero emission vehicles with certain goals by
certain dates. And the autonmakers cane out with
cars and charging stations and they were depl oyed
essentially as a result of mandates from CARB at
the cost of others.

We woul d i ke to upgrade those stations
because as the autonakers will do, every one of
the new cars will not plug into the old stations.
So we would like to see those stations be
appropriate for the new cars.

There are two standards bei ng adopt ed
for charging cars for the interconnect. One is
good, old fashioned 110 volts. M plug-in Prius
uses that. And electric notorcycles and snall,
nei ghbor hood vehicles all use 110.

But the maj or autonaker cars will use a

standard call ed SAE J1772, which is used primarily
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to charge the car at 220 volts. So we need to
upgrade the stations that are out there to J1772.
That will cost us about $3 million to go to the
700 stations that are out there and either augment
them or replace themw th new stations.

Second we would -- The best way we have
seen of noving ahead with electric vehicles is for
cities to indicate sort of a wel com ng message to
electric vehicles by installing a snmall nunber of
stations saying that this city will be friendly to
electric vehicles and in this city you will be
able to fuel your electric vehicles.

And we would like to spread that nore
broadly. W are doing it one city at a tine on
our own. But with $11 mllion in grants we coul d,
we could ensure that every city has at |east five
charging stations. So they have indicated to the
car-buying public that when they make their
decision to buy a car they can buy an electric car
and be able to fuel it.

So we would |like to have every city
participate in this. AB 118 could help by sinply
funding the cities. W don't want the noney
directly, we want our custoners to get it. And of

course, if you do it that way you are not prone to
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get one particular supplier. So we like the ring
of that.

This could al so be done with a | oan
program Wth these electric vehicle charging
systens they all should have a paynent system so
that the driver who is getting value from putting
the fuel in the car will pay for that value. And
that gives you a way to pay back this cost. So if
it was done with a | oan programthat's okay too.
As the cars come on-line and start paying for
fueling their cars we could send that npbney back
to Sacranento to refill the AB 118 bucket again.
So it could be done with a | oan program

Unfortunately the stinmulus bill, both
the Bush stimulus bill and the Cbana stinul us
bills both had tax credits in there for electric
vehicle infrastructure. But they are only tax
credits. And 50 percent of our market are cities
and cities can't very easily take advantage of tax
credits. So that's sort of the preferred
mechani smout there is using tax credits to
i ncentivize people to build infrastructure but it
doesn't work for nmunicipalities, which is where
the action is. So sonme help from AB 118 woul d be

particul arly good.
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Finally we think that there are sone
requi rements on a charging station. |If you get
people to just put electrical outlets out there |
think we are not acconplishing the goal so | would
ask that the AB 118 npney cone with sone
restrictions and requirenents and these are the
ones that we |ist:

If you want to plug in virtually every
car you need to support SAE J1772 and 110 volt
househol d electricity. That will cover 99 percent
of all vehicles so we think that those should be
required.

We think in acknow edgement that in
California we have had our share of issues with
the grid with bl ackouts and brownouts that the
charging stations nust be integrated with the
utilities. And so that if the utilities need to
nmoder at e chargi ng they can do that. So we think
that should be a requirenent. QOherwi se we are
going to get sone backlash as we plug in cars and
the grid has problens. So we think this noney
shoul d require that.

We think that there should be a revenue
structure associated with the charging stations so

it's a sustainable investnent. Because we don't
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want to cone back to you fol ks again and ask for
noney agai n every year to build npore charging
stations. W want to see the drivers through
paying for their fuel fund this over tine. So we
t hi nk t hat what ever charging infrastructure goes
out there nust have a revenue streamto pay for
the electricity, pay for nmintenance and
ultimately pay for capital when there are enough
cars. So we think that should be a requirenent.

Simlarly, if it is a loan we need to
have a | oan payback nodel. W think that should
be the driver who gets the benefit of getting fuel
fromthe electric stations. And that's ny
presentation, thank you very nuch.

(Appl ause.)

MR. WARD: Thank you, Richard. | did
note, working for the governnent, that you asked
for nore restrictions. W'Ill note that and see
what we can do about that.

(Laughter.)

MR WARD: | would like to call up Joe
Dal um wi th DUECO  DUECO, as we have conme to note
very recently, is involved in the heavy-duty
hybrid area for new vehicles and | believe

retrofits too.
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MR, DALUM  Correct.

MR. WARD: Retrofit hydraulic hybrids.
So Joe.

MR. DALUM  Thank you, Peter. | just

have coments and then if you have any questions
you can just go ahead and ask ne.

So good norning and thank you for
of feri ng DUECO the opportunity to share its views
on the California Energy Commi ssion's | nvestnent
Plan. M nane is Joe Dalumand | amvice
presi dent of DUECO.

DUECO, headquartered in Wsconsin, is
one of the largest, final stage manufacturers of
utility trucks in the country. W have been in
busi ness for over 50 years and have produced
t housands of vehicles over the past ten years.

Qur aerial devices, digger derricks, cranes and
ot her trucks are sold to electric utilities and
gas utilities. DUECO al so provides equi pnent and
services for the tel ecommuni cati ons market, other
i ndustries and the governnent. OQur affiliate,
UELC, with locations in California, rents and

| eases trucks to the sane narkets nati onw de.

In 2006 DUECO began to assess

alternative hybrid technol ogies and in the fall of
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2007 we introduced the utility industry's first,
commercial, plug-in hybrid nedi umduty truck

Wiile ny witten statement will be
subnitted later this nmorning | will focus on our
devel opnent of plug-in hybrid nmedium and heavy-
duty trucks. Those are trucks that are way over
14, 000 pounds. And opportunities to accelerate
depl oynent of these vehicles in the near future.

The truck in the photo is unique in that
a very large battery system of approxi mately 35
kil owatt hours, nore than 15 tines |arger than one
used in a conventional hybrid. It provides power
to help propel the vehicle along with the diese
engi ne, and provi des power for equipnent on and
off the truck, including the on-board electrica
air conditioning system

When the truck returns to the garage,
donestically generated electricity recharges the
battery system offsetting the need for petrol eum
The size of the battery systemand the ability to
recharge using grid power differentiates the plug-
in hybrid systemfroma conventi onal hybrid.

Usi ng energy fromthe |arge battery
system reduces fuel consunption and em ssions

during driving and provides for an all-electric
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stationary node. The systemconpletely elimnates
fuel consunption and emissions at the job site for
a typical day, while also significantly reducing
noi se.

Medi um and heavy-duty trucks consune a
di sproportionately | arge anount of fuel. Fuel
savi ngs and correspondi ng reduction in greenhouse
gas eni ssions are dependant upon the application
and duty cycle of the plug-in hybrid truck.

A typical utility application is
estimated to reduce fuel consunption by
approxi mately 1400 gall ons of fuel per vehicle per
year, resulting in an estimated reducti on of
approxi mately 15 tons of CO2 per vehicle per year.

Medi um and heavy-duty trucks are
typically manufactured and nmarketed to custoners
much differently than cars and |ight trucks. Most
medi um and heavy-duty trucks are typically built
in multiple stages and are desi gned to acconmpdat e
a high degree of custonization.

Due to these manufacturing -- Due to
t hese differences, hybrid drive systens can both
be installed during the nanufacturing process or
can be installed as a retrofit, dependi ng upon

avai | abl e payl oad and ot her factors.
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Since the first vehicle in 2007 DUECO
has continued to devel op and depl oy plug-in hybrid
trucks. We have produced 17 vehicles for testing
and for use by several utilities around the
country such as PG&E

Qur recent acquisition of assets from
ODYNE cor poration and our plans to expand
production further denpnstrate our commitnent to
pl ug-in hybrid technol ogy.

DUECO commends the CEC staff for
devel opi ng a sound, conprehensive investnent
strategy. There are several chall enges that
af fect wi de-scal e depl oynent of plug-in hybrid
trucks. W strongly encourage the CEC to aid in
t he denopnstrati on and depl oynent of conmmerci al
plug-in hybrid electric nediumduty and heavy-duty
trucks by assisting hybrid drive manufacturers,
chassis providers and final stage manufacturers
such as DUECO

It is recommended that the CEC consi der
provi ding financial assistance to cover the
differential cost of plug-in hybrid electric
medi um and heavy-duty vehicles, fund narket
denonstrations, including a possible denpnstration

programin partnership with final stage vehicle
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manuf acturers, charge station providers, utilities
and electrical contractors. Fund devel opnent and
denonstration retrofit kits for nmedium and heavy-
duty plug-in hybrid trucks. Defray costs of
chargers and their installation for both private
fleets and public access.

DUECO al so encourages R&D support to
i mprove both the first generation plug-in hybrid
electric nedium and heavy-duty trucks, as well as
| onger -term advancenents such as conbi ned el ectric
and hydraulic hybrid systens and ot her hybrid
t echnol ogi es.

The plug-in hybrid technol ogy devel oped
by DUECO will enable California to nore
effectively achieve its 2020 and 2050 goals. In
addi ti on, the devel opnent of this technol ogy woul d
provi de opportunities for job creation, reduce
greenhouse gas eni ssi ons and eni ssi ons of other
pol | utants, reduce dependency on foreign oil,
reduce noise within our cities, and potentially
i nprove productivity for certain applications such
as electric crews that could performwork at night
in residential areas.

This is potentially an historic

opportunity to devel op and depl oy the technol ogy
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needed for the electrification of nmedium and
heavy-duty trucks. That's the end of the
presentation. |If you have any questions just |et
me know. This is also a little background on how
t he system works.

(Appl ause.)

MR. WARD: Next we have Robert Baertsch
from Uni nodal Systems for a five minute
present ati on.

MR. BAERTSCH: Hi, ny nane is Robert
Baertsch. | really started this project while
working with NASA. W are partnering with a
conpany that has shown, that is devel oping a
technol ogy that has a high -- we think is the
hi ghest potential for reduci ng greenhouse gas
em ssions. The ARB | ooked at this technol ogy and
in the ETAC report they identified this technol ogy
as one of the highest potential for reducing
gr eenhouse gas eni ssions and they recomended
denonstrator projects. Now ARB doesn't have,
didn't have nuch funding for denobnstrators so we
would like to fund a denpo project at NASA Anes and
use the technol ogy that they have at NASA to show
this -- show the technol ogy and al so do safety

anal yses.
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So who are our partners? W are working
at NASA Anes in Mountain View Qur first vehicle
will be delivered the end of this nonth. So we
are going to have a delegation of cities that are
interested in seeing this technol ogy and al so we
would like to invite the CEC to cone down to NASA
and see the vehicle and the gui deway.

Qur grant is funded by the US DOT and we
are also working with the University of California
on the power electronics. This is -- And a
conpany called One Cycle Control, which has
devel oped this technology for the mlitary. W're
sort of spinning it off to transportation.

So one of the problens with electric
vehicles is that even if we have a zero enission
vehicle we still have to confront the probl em of
congestion. Qur technol ogy, call ed Personal Rapid
Transit, is a way to solve the congestion problem
Which a ot of mayors call us about this problem

The problemwi th trains is that they
m ght have a high top speed but their average
speed is actually quite slow. Light rail systens
average about 11 niles an hour. | think the BART
averages 33 niles an hour. And people don't like

trai ns because they stop at every single station
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along the way and that has linmted their
penetration into the narket.

Pl ug-in hybrids are a great technol ogy.
We still have not, there still are not any on the
market. And the problemis that current gasoline
vehi cl es cost around $15, 000 and the plug-in
hybri ds are probably going to cost nore than
$30,000. So there is a significant challenge to
get these into the narket.

And | think we need to think about how
to, howto also -- the problem of funding our
hi ghway system Because as we use |less and | ess
gasoline the gas tax is going to take away hi ghway
funding dollars to repair the highways. And al so
a lot of these car sales are not buying cars that
are made in California.

So what is SkyTran? It is basically a
hi gh- speed system Wen you get to your
desti nati on you are goi nhg nonstop. You don't have
to stop at every station along the way. It uses
off-line stations. So when people get off the
system they are not hol ding up everyone behi nd
them Basically the architecture of this is
simlar to the highway system off-1ine freeways.

This nminics the freeway systemin its
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architecture.

This is sort of the main slide, which
shows the pluses and mi nuses of the ULC, which is
the plug-in hybrid technology. Transit, which has
very high capital costs.

And SkyTran, which actually -- People
think it is a lot of infrastructure to install.
But actually if you look at the total cost it is
actually less than replacing our entire auto
fleet. Over the next -- These nunbers | put up
are to achieve the 2020 goals identified in the,
in the report. It is going to cost around $100
billion in new cars. To do that equival ent
gr eenhouse gas em ssions woul d take $450 billion
to do it with BART or light rail. And with this
systemit would only cost $45 billion.

Al so operating costs are the highest
with transit. Cars are about 50 cents a nile.

And we are targeting 25 cents a mle for users of
SkyTr an.

One of the things with tax subsi dies.
One of the goals actually of AB 118 is to reduce
vehicle mles traveled. The problemw th reducing
vehicle mles traveled is it forces people onto

transit. And transit does not pay for itself so
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that neans cities are going to have to pony up
nore nmoney in tax revenues to pay for nore people
using transit. And cities are already strapped
trying to fund their transit budgets. And this
t echnol ogy, since it is profitable, will actually
reduce tax subsidy, tax burdens on cities.

The goal of this technology is to make
it through public/private partnershi ps where
i nvest ment banks will fund the systemjust |ike
toll roads are funded. And our goal is to reduce
tax burdens on cities.

So we have got quite a few -- Marin is
very excited about this technology. San Jose is
| ooking at it and a nunber of other states. And
I'I'l try to finish up here.

The second line is the CO2 eni ssions per
mile.

And finally the nost conpelling reason
is the user experience. The reason people don't
like transit is because they are crowded in cars
with other people. Wnen don't like to be in
crowded buses. This is a private vehicle, you
have your own space and you are not | ocked behi nd
a steering wheel. You can surf the Web. And

because the systemis fully automated | think it
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is going to revolutionize transportation

And finally, we want to really build
factories in California to build the system

Alittle bit on the through-put: 14, 000
passengers per hour on a single guideway, which is
equi valent to three | anes of freeway.

And just a little bit on the visual
i mpact. These are very snall gui deways that can
di sappear into the cityscape and | ower the visual
footprint of this transportati on system

So | really challenge the CEC to | ook at
this technology and fund a snall denbnstrati on at
NASA so that we can show the world that California
really is a |leader in transportation. Thank you.

(Appl ause.)

MR WARD: At this point we have three
blue cards. And you need not stand up if we can
get a nicrophone to you. Okay, they can go there.
Jainme. You have a presentation. Is it |oaded
al ready?

MR LEVIN. It should be.

MR, WARD: Ckay, | didn't know that.
Jainmie Levin who is the father of the hydrogen bus
in California and an old friend of the Energy

Conmi ssion as wel |
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MR, LEVIN. Right. Wuo has financially
supported us. Thanks very much, Peter.

| direct the alternative fuels policy
program for AC Transit and oversee our hydrogen
devel opnent program

First | would |like to conmmend the Energy
Conmmi ssion staff for recognizing the val ue of
hydr ogen and fuel cell technol ogy and the
i mportance of | ooking at denpbnstrati ons to advance
any of these new alternative energy prograrms.

I will quickly review the status of a
program that we have been devel opi ng now for ten
years showi ng the success of that denonstration
and the inportance of AB 118 to nmintain a
continuity and continuati on of what we have
acconpl i shed.

So just a little bit of background. AC
Transit is the East Bay's service, public transit
service, that serves from Ri chnond to Frenont and
then with bus service across transbay bridges to
San Franci sco and the Peninsul a.

We have been working with hydrogen since
1999. 1'11 go back here. W have been nenbers of
the Fuel Cell Partnership and these different

organi zations. But | think nost inportantly we
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are nmenbers, we were the first transit nenbers of
the California Climte Action Registry. W file
an annual report with them and soon with the
Climte Registry. So we are -- Qur goal as a
transit agency is to reduce our carbon footprint.

Qur First Phase program which we are in
place with now, was a $21 nillion programw th 26
different public/private partners, including the
Ener gy Conmmi ssi on.

And the performance to date has been, |
t hi nk, phenonenal. W have carried over 360, 000
passengers over a distance of 142,000 nmiles. And
that third bullet is really inportant. W have
achi eved on average around 72 percent better fuel
econony than a diesel bus. In sone cases over
doubl e the fuel econony of a diesel bus.

And that is in spite of the fact that
these test buses are 8,000 pounds heavier than the
control diesel fleet that we are testing against.
Qur new generati on vehicles which are under
production now will be several thousand pounds
lighter. And significantly, we think
significantly better in ternms of efficiency.

And then with respect to well -to-wheel

em ssi on reductions. VWiile the fuel cell buses
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are absolutely zero enission, taking into account
the source of fuel which is reform ng natural gas,
we are still reducing. Wth these three buses we
have reduced our CO2 enissions by over 174 tons.
And then of course significant reductions in the
use of petroleumfuel as well. And this is all
the while we are reducing significantly our |ocal
criteria pollutants, NOx and particul ates.

The public | oves us. You can see by
this recent survey that we conpleted with NREL,
the National Renewabl e Energy Lab. Ei ghty-four
percent of our public | oves what we are doing, 81
percent supports expanded activities related to
this.

Qur first station, which was built in

Ri chnond in partnership with the California Fuel
Cell Partnership, we produced over 7,000 kil ograns
of fuel. The station that we now have in
operati on has now produced over 31,000 kil ograns
of fuel. No safety incidents, no | oss of fuel.
It has been a very constructive program of supply
and denmand between the denmand of the vehicles and
t he production of the fuel.

The next phase of our programis a $45

mllion project. It involves not only oursel ves
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but four other transit operators, Golden Gate, San
Franci sco Muni, Sanifrans and VTA. Wth a fleet
of, a conbined fleet of over 2500 vehicles we wll
be testing these 12 next generati on buses with
great expectation that we will achieve nuch better
ef ficiencies.

I don't expect you to read the details
here. But what | do expect you to recognize, that
in order to come up with the $45 nmillion we have
tapped into 15 different grant sources. So those
colums across the top are different grant funders
fromthe federal, state and regional levels to
keep this program going. And we have been very
successful. That's probably one of the biggest
chal |l enges we have is getting, getting the funds.
It all doesn't come from one source.

Qur next station, which we just received
| ocal community approval that is being funded in
part by the Air Resources Board will be a conbi ned
i ght-duty and heavy-duty fueling station in
Eneryvill e across the street fromthe Pixar
Studios. The light-duty portion of this station
will be completely renewabl e hydrogen nade from
solar installations on the rooftops of AC Transit

buil dings. So we will be generating over one and
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a half negawatts of power to support that portion
of the station.

So our advance denp has sone renmi ni ng
aspects to it that we have to pursue to inplenent
it as well as where do we go fromthere. |
menti oned the 12 net generati on buses in service
by June of 2010.

Addi tional grant funds are needed to
support hydrogen facility devel opment and
specifically the Cakland station. W want to
integrate that fully within the diesel bus
operation. Presently it is apart fromthe diese
operation. So our plan is to enhance that
station, nake it larger and integrate it within
the sanme production or operation line of all of
our di esel vehicles.

Those next generation buses are going to
be tested in terns of how they performw th the
ot her four operators in addition to ourselves.
Addi ti onal or enhanced fuel econony. Reliability
is a mpjor factor. |'ma big advocate of plug-ins
and electric, battery electric technol ogy. But
our biggest challenge is not the fuel cell, it's
the batteries. W run hybrid vehicles and

ensuring reliability with batteries is a
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chall enge. And then of course testing hydrogen
producti on.

We are a Center of Excellence. And the
need to fund our center and other Centers of
Excel | ence with next-stage vehicl e devel opnent, as
many as 50 operating out of one | ocation, we think
is extrenely inportant. Testing again
reliability, durability of conponents, and again
hydr ogen producti on. Funding that Center of
Excell ence or additional Centers of Excellence,
that's where progranms |ike AB 118 and federa
support are going to be critical. Thank you very
much, appreciate your tine.

(Appl ause.)

MR LEVIN. OCh, one last slide here,
just so it's understood on an international basis.
Recently the European Comm ssion funded, committed
to over a billion Euros fundi ng hydrogen and fuel
cell technology. So we want to nmaintain in
California the | ead that we have al ready
established worldwide, it is recognized
internationally. W want to naintain that
reputation with conti nued fundi ng from prograns
li ke AB 118. Thank you

MR. WARD: Thank you, Jainmie. | guess
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you can probably tell Jaime could talk about this
for quite awhile and | really appreciate you being

so succi nct this norning.

MR LEVIN. Thanks, Peter, I'll renmenber
t hat .

(Laughter.)

MR WARD: Qur next commentor will be
St ephen Plocher. |If you could use that m crophone

t here, Stephen, five mnutes.

MR, PLOCHER: Yes.

MR, WARD: Appreciate it. Stephen is
wi t h Yokayo Bi of uel s.

MR. PLOCHER  Yokayo Biofuels. | don't
have a presentation. | strictly want to share
sone comments from our conpany to the Conmmi ssion
My nane is Steve Plocher; | amthe CFO for Yokayo
Biofuels. And I'lIl read our two page blurb here.

Yokayo Bi ofuels is a biodi esel conpany
|l ocated in Wkiah, California. For those of you
who don't know that's a couple of hours north of
the City. And has been in business for seven
years. W collect waste vegetable oil from over
800 restaurants, process it into biodiesel and
sell it to retail and whol esal e custoners in the

Nort h Bay area.
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Presently we produce and sell about
350, 000 gal l ons of fuels per year. W would like
to grow that production capacity to over a nillion
gal l ons per year and that's why we are here. W
would l'ike to benefit fromsone of this program
funding. W are one of the original devel opers of
t he bi odiesel nmarket in Northern California and
our CEO Kunar Pl ocher, has | ong been a chanpi on
of sustainabl e fuels.

Qur comments will only address the
production of biodiesel. W feel strongly that
t he Conmmi ssion should support in-state conpanies
to inplenment this program This would extend to
t he ownership of applicants as well plant
| ocati ons. Funding and i ncentives neant to
pronote and i nprove California resources should
not be drai ned off to corporations whose
centralized operations are in other states.

Next. Your primary funding allocations
should first be for existing plants and operations
as conpared to planned | ocati ons, equi pment or
programs. An operating plant is nore ready to
i ncrease bi ofuel capacity by growi ng and i nproving
operations than a new or concept plant, which

still has many obstacles to overcome before
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production, quality and vol unes are confirned.

Ri sk should be m nimzed by first
f ocusi ng on exi sting busi nesses and prograns to
hel p reach your goal of nmxinizing the effect of
the programin the next two years. But a bigger
reason for funding existing plants night be this.
Wth only three to five mllion to spend on
bi of uel production plants you can't substantially
hel p any new plants get started as it takes that
much just to build one plant.

We al so feel that |ocal biofuel
feedstock is a critical elenent of any programto
encour age i ncreased bi ofuel production. While
| arge quantities of biofuels nust presently be
i mported from ot her states or countries to neet
demand, California has outstanding resources to
devel op the appropriate plants for biofuels,

i ncl udi ng worl d-class agricultural research
progranms, venture capital centers, fertile |ands,
sunshi ne and a noderate climate.

Wth funded and focused research and
devel opnent California will ultimtely neet the
future donestic demands of biofuels. A denand
that will over tinme be decreasing as we achi eve

greater niles per gallon vehicles, greater battery
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power in electric vehicles, nbre nass
transportati on and hi gher efficiency in our trucks
and trains.

Significant feedstock crops will take
sone tine, but acreage will be devel oped as the
fuel and feedstock markets becone a nore
attractive goal for farners and investors. To get
there we need prograns |ike yours.

Lastly, look for shared commtnent to
your goals fromthe applicants you consider.
Sustainability is not always sexy and certainly
does not have a quick return in these difficult
times. You should work with people and firnms who
have shown ent husi asm and determination in their
fields with a true understandi ng of
sustainability, carbon footprint, lifecycle
i nmpact, et cetera. Check the results so far,
check their track records.

We are very pleased that California is
taki ng these steps to combat gl obal warnming and to
provi de secure and sustai nabl e energy for our
citizens. W |aud your work and hope you will
make the right productive choices as you ful fil
t hese duties. Thank you.

MR, WARD: Ckay, thank you, Stephen.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

103

(Appl ause.)

MR WARD: The next commentor is Jon
Er | andson.

MR, ERLANDSON: Yes. Hi there. 1'mJon
Erl andson, I"'mwith ZEV Power. | had a question
for Timon the super-ultra-| ow carbon sol utions.

You have nmhaged to, you have offered to
fund electric drive vehicles for, you know,
pr ot ot ype devel opnent but you haven't consi dered
hydr ogen i nternal conbustion engines for the same
type of prototype developnent. | amat a loss to
understand why, with all the interest in the
Hydr ogen Hi ghway and all the hydrogen as a
solution, that that hasn't been addressed.

MR. OLSON: | guess the way we | ook at
the kind of prototype devel opnent is that if
soneone steps forward and proposes a project we
are interested. W haven't heard this yet in the
| ast six nmonths, seven nonths, from any
manuf act urer or any vendor so that is why it was
not hi ghli ght ed.

MR, ERLANDSON: Ckay.

MR, OLSON: But, you know, | ook across
t he board, not just hydrogen, not just electric

drive. W are open to advanci ng, fundi ng advances
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in technol ogy that have sone inproved efficiency,
| ower greenhouse gas enmissions. W are willing to
co-fund sone of the prototype developnment. So it
really comes down to who is out there that has a
product or wants to pursue this.

MR. ERLANDSON: Well you are about to
hear about it.

MR, OLSON: Ckay good, good.

MR, ERLANDSON: W have devel oped a
hydrogen engine that is a step above the -- Honda
has conme out with the Clarity and BMN has i nterna

conbusti on hydrogen engi nes. W have got a step

above that. It actually has doubl e the horsepower
of their vehicles. It has certain advantages.
We have sol ved the problem -- There's

certain problens that they have, we have sol ved
those. | won't go into the details now. But one
of the benefits to this vehicle is that it can
idle, it just stops, it doesn't keep running. So
if you are tal king about the port --

And one of the applications that we are
very interested in is all those trucks lining up
at the Port of QCakland that are in line with their
vehicles idling. W can, we can put a stop to

that. And so we could ook at a retrofit program
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as well as -- But what we need is the funding for
sone nore developnent. It also works on off-road,
on-road vehicles, planes, trains, autonobiles. So
I just wanted to |l et you know that we are here and
we will be submitting a proposal.

MR, OLSON. Ckay, very good. Just to
kind of, Peter, to kind clarify. W are still at
t his workshop and our interactions with many of
the conpanies, we are still in a very informal
stage here of hearing ideas. And there are a
coupl e of ways you can do this. You can talk to
us in person, you can do a sunmary of your project
and give it to us just to show us that there is
sone kind of defined project. O you can al so
take that same kind of witten description and put
it into our record, into our docket. In essence,
if we don't hear fromyou then the perception is
it is not out there.

MR, ERLANDSON: That's right.

MR OLSON: So we | ook forward to
hearing from you

MR, ERLANDSON: Thank you very nuch.

MR WARD: | would like to foll ow up
with Tims coment there. | think it would be

useful for the internal conbustion hydrogen engi ne
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to actually subnmit that to the docket. W have
not heard. But that's the fornal way to do that.

But | al so woul d encourage you to
di scuss this with the Air Resources Board who has
the Air Quality I nprovenent Program and, of
course, they are the adninistrators of the
Hydr ogen Hi ghway too. So you know you are going
to have an interest in that discussion. They have
funding for this too. It is for -- Vehicle
technologies primarily is what their focus is
going to be so | would encourage you to contact
them as wel | .

MR. ERLANDSON: Thanks very nuch. Thank
you.

MR. WARD: Next we have Dave Head, who
is the fleet manager fromthe County of Sonona.
Wel cone, Dave.

MR. HEAD: &ood nmorning. M nane is
Dave Head, | amthe fleet nmanager for the County
of Sonona. The County of Sonoma operates a fl eet
of about 1500 vehicl es and pi eces of equipnent
t hat ranges everything fromconpact cars up to
heavy constructi on equi pnent.

We have a nunber of initiatives we are

wor ki ng on at the County. One nmajor difference is
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that we are the consuner in this, not the
manuf acturer or a service provider. So we are
| ooki ng at a nunber of different projects and we
have tal ked to Ti mon sone of those.

A coupl e of things that we are | ooking
at specifically is expanding our plug-in electric
vehicles and EVs. W are |ooking at having EVs in
the fleet by the end of 2010. W are working with
a partnership of city/county agencies within the
county and are | ooking to expand that
substantially.

Whi ch brought up anot her concern of
ours, EV infrastructure. You were talking about
maybe fundi ng 200 charging stations in the first
round. Sonoma County is |ooking at 200 charging
stations in the first round in the county of
Sonoma. And we hope to have between public and
private entities working together over 1,000 EVs
operating in the county by the end of 2011. So
200 statewide isn't really doing us a | ot of good
there so considerations there would be very
hel pful .

Al so on the retrofits of plug-in
el ectric vehicles. W have one in our fleet now

Qur Sonona County WAter Agency has five. | am
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wor ki ng on getting another five in the fleet and
then nore beyond that. But funding for those

pl ug-in conversions, that's inportant to us,
assistance in that. The County has tight budgets
just like everyone else. | could fund the cost of
a hybrid, the plug-in part of the technology is a
little different.

There is technol ogy out there that is
approved by CARB and | think that that's a
standard that should be put in place if there's a
questi on about havi ng people that aren't neeting
state standards. |If CARB certifies that this
vehicle neets that technology or that the
conversion neets their en ssion standards then
t hink that that should be an approved conversion
for this project.

And then the last thing | want to talk
about is tax credits. As M. Robbins nentioned
earlier, tax credits do ne no good. As a county
agency | don't get tax credits.

So any program and | have been saying
this for years, state, federal, air district,
whatever, if it is a tax credit it doesn't do the
muni ci pality or the county any good unl ess that

credit can be brought back through maybe the

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

109
supplier of the product and we get the credit
there or another way to get the credit.

So our viewis if the supplier of
what ever we are buying doesn't get credit for it
and pass that on to us then the credit shouldn't
be consi dered as part of the rei nbursenent and we
shoul d get the increnental cost, the actual cost
of what we paid and what the upgrade was. So
those are ny comments, thank you.

MR. WARD: Thank you, Dave. | just want
to mention al so when we nentioned there's the bit
of di scussion about the retrofits, those were
comments from sone on our Advisory Conmittee and
it is a mxed reaction. Sone support, sone don't.
In all cases though they would be CARB-certified
retrofits or up-fits. W wouldn't violate any
other -- any of that, we would definitely go

forward with that.

I was also -- To your point about the
tax credits. I don't know if Ri chard Lowenthal is
still here from Coul onb.

MR, LOVNENTHAL: (I naudi bl e, responded
fromthe audi ence.)
MR. WARD: Your associate, yes, his

associate is here. |I'mjust wondering, is there a
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possibility for a tax credit to be parked with
your conpany and the benefit go to people that you
woul d assist with infrastructure?

MR, LOVENTHAL: There mi ght be

MR. WARD: You woul d have to have a
whopping tax liability to take full advantage of
everyt hi ng t hough.

MR. LOWENTHAL: Yeah. | think the tax
liability has to be with whoever ends up owni ng
t he chargi ng station.

MR WARD: I see.

MR, LOVWENTHAL.: You nay need to cone up
with a scheme where you resell it.

MR, WARD: | see, okay.

MR, LONENTHAL: O you retain ownership.

MR, WARD: Ckay.

MR, LOVWENTHAL: WNMaybe the county or city
doesn't actually own it but allows it to be there
and sonebody el se actually owns it.

MR WARD: | think it's a --

MR, LOWNENTHAL: Like a |ease

MR WARD: It's naybe sonething we can
di scuss and hopefully work out. Because | think
it is going to be a critical issue if nobst of the

federal incentives are in the formof tax credits.
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And we from California have | ong awaited federa
support for many of the things that we are doing
and we certainly want to take advantage of the
federal noney first.

Bef ore we apply our funds to any of
these projects we want to make sure we can squeeze
out as nuch of the federal npney as possi bl e.

After all, we are paying into that federal, into
that federal npbney and into that federal debt that
our grandchildren will be paying off.

Qur next comrentor is Matthew Frome from
Sol azynme. | hope | pronounced that right,

Matt hew. Wl cone.

MR. FROVE: You are not the first person
to pronounce it that way but it's Matthew Frone.

MR WARD: Frone.

MR FROVE: But you got the company
right, Solazynme. That's really what matters.

MR, WARD: Ckay.

MR. FROVE: So Sol azyne is a Bay Area
bi ot echnol ogy conpany focused on devel opi ng next
generation biofuels, particularly ultra-Iow carbon
fuels in California fromvery-| ow carbon
f eedst ocks. So usually peopl e think about

cellul osic ethanol as the cellul osic technol ogy
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but the reality is that you can break down
cellulosics and turn those into oils. And we have
denonstrated that process of turning that into
renewabl e di esel, biodiesel and a nunber of other
fuel s.

And so really I amjust hear to comment
and say that we are very supportive of the program
and really thing that staff did a fantastic job on
the Draft |Investnent Plan

But al so very much want to support the
Advi sory Committee's comments. Rather than
through them |l will just say that we are
supportive all the way down of everything that the
Advi sory Conmmittee says in terns of focusing on
ultra-1ow fuels and sustainability issues, things
i ke that.

The one question that | did want to
have, that | did have is | didn't quite understand
the process for breaking down the Draft | nvestnent
Plan. It just seermed to ne that since the focus
is on reduci ng greenhouse gases that the fact that
-- and this is just the one that popped out at ne.
That, you know, | ow- carbon fuels get 62 nillion
yet ultra-low carbon fuels, which should provide a

better greenhouse gas reduction, only gets 22
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mllion. And so | didn't quite understand the
anal ytical process that you went through in terns
of trying to break out the funds in the |Investment
Plan. And so hopefully I'll be able to, you know,
get additional informati on on how that breakdown
actual ly occurs.

MR, WARD: Briefly, if | can -- | can
address that right now. | think when we went
t hrough the anal ytical franmework for the various
categori es and what woul d be needed i n 2050, that
was the step one. The step two is the gap
anal ysis found out what is being funded, what gaps
remai n and what opportunities are out there.

And then we take both of those results
and cone up with a funding anount. So it isn't
just a true trajectory for ultra-Ilow everything
woul d be funded under that. It has to be also
married up with opportunities for that funding
exi st now as wel .

Qbvi ously the | owcarbon fuels have a
commer ci al space beyond what say hydrogen fue
cell vehicles, plug-in hybrids or battery electric
vehi cl es have now. They have vehicles that are
avai l able, there are fueling facilities avail abl e.

There are technol ogies that will be devel opi ng
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those fuels to junp into higher reduction
categories for GHG So it's the two-step process
that | nentioned, just to kind of briefly address
your question.

MR. FROVE: Ckay. But overall we are
very, very excited about the programand really
thank you for the efforts that you guys are doing.

MR. WARD: Great, thanks for your
conmment. Next we have Gene Wal ker with CGol den
Gate Transit. This is the last of the blue cards
we have. So if anybody in the audi ence woul d
still like to nake a comrent, and those who have
been patiently waiting on the phone, if they would
li ke to make a coment after CGene. Wl cone.

MR. WALKER: Good norni ng. Thank you
for the opportunity to speak here today. | am
Cene Walker. | amthe director of naintenance for
the Golden Gate Transit, | work for the Gol den
Gate Bridge District. | also work with the
Anmerican Public Transit Association. I amthe
chai rman of the Bus Techni cal and Mai nt enance
Committee and al so serve on the C ean Propul sion
Commi ttee. I run around with the father of the
hydrogen fuel cell but | ama | ot | ess-spoken so

'l make this quick
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You know, public transit everywhere in
the United States, not just California, have
al ways been, for lack of a better term guinea
pigs for technology. W have a great track record
of our internal recordkeeping. Certainly of
adhering to regulations. That nust, nust be a
constant factor today because we are bonbarded
certainly with every kind of w dget and gi dget
that you can put on a bus to test.

One of the inportant things that
happened with the ZEBA Project, that is a Zero
Eni ssion Bay Area that has a partnership with AC
Transit, Samlrans, Muni and Gol den Gate and VTA is
certainly the localization of that funding.
Oiginally sone funding before we were able to sit
down and certainly |obby with the California Air
Resources Board and others, there was nore of a
shot gun approach to bring that technol ogy to many
places in California.

Well there's a large cost in
i nfrastructure associated with runni ng a hydrogen
fuel cell bus. W have the infrastructure here,
we have the technol ogy here and we are willing to
partner here. So we certainly appreciate the help

with funding of these projects, certainly for the
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ZEBA project and to prove this technol ogy and keep
the Bay Area as certainly the forefather of the
hydrogen fuel cell in the United States and
certainly nunber one in California.

But that approach will certainly get us
the nbost bang for any dollars we do get and all ow
us to continue testing this new technol ogy and
hopefully bring it into the commerci al narket.
Thank you.

MR. WARD: Thank you, Gene. |If there
are any other comments in the roon? And any of
those that are on the phone, if you can
figuratively rai se your hand on the phone. Don
Magdanz. Don, are you there?

MR MAGDANZ: Yes | am Can you hear

nme?

MR WARD: Yes, |oud and cl ear.

MR. MAGDANZ: Thank you. My nane is Don
Magdanz. | live in San Rafael, that's part of
Marin County. | amon the BPAC, which is the

Bi cycl e Pedestrian Advisory Committee for San

Raf ael and the County and also | am associ at ed
with the Marin County Bicycle Coalition, the San
Raf ael Green Ri bbon Commttee and we have a group

up here called PRT, Personal Rapid Transit for
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Marin and we are pronoting the SkyTran system f or
a pilot project here in San Rafael and Marin
County. | am speaking for nyself today.

PRT and specifically the SkyTran system
is as convenient as using an autonpbile. It is
24/ 7, it is on denmand and it is point to point,
which is different than any other public transit
system If this is installed we could reduce
vehicle mles significantly, |ess congestion and
much | ess greenhouse gas eni ssions.

This is the only transit option that |
have ever seen that has the possibility of
conpeting with autos for trips. This is a way to
get people out of their cars.

| use a bicycle all the time for

errands. | work out of ny hone so | don't
commute. | take ny car out about tw ce a week.
The PRT systemw ||l be very effective for me

because it has the capability of carrying a

bi cycl e. So people can actually bike to the PRT
termnals in the nei ghborhood, put their bike in
the vehicle and then bi ke at the other end. |
know peopl e who are conmuting all the way from
Marin County over into the East Bay, into San

Franci sco, that could make very effective use of
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this systemas it grows.

The other thing that | think is
extrenely inportant about PRT is that it has the
capability of dealing with freight in the future.

I have extensive experience in working in

war ehouses t hroughout the United States. | have
seen automation in a warehouse and | know how it
wor ks. What PRT could actually be is an extension
of that automation fromthe warehouse to the
distribution to stores, to trucks for delivery

li ke for exanple for FedEx or UPS packages. The
freight in this thing is phenonenal. Wat you can
do to increase the ability of noving goods around
and elimnating a |l ot of delivery trucks and those
ki nds of things.

Al so the other thing that is very
i nteresting about this SkyTran systemis they are
| ooking at private financing as opposed to
governnment financing in the future for this
system This would be -- Virtually all transit
today is financed by the governnent and it | oses
noney in the operating to a substantial degree.
And this system has the potential of being of a
profitable nature, a profitable function for

private enterprise.
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Marin is asking for a grant for the
denonstration project that we would like to run in
this county. This would -- This PRT or actually
PRT in general has not been inplenented in the
United States since the Mrgantown system about 30
years ago, which is very old technol ogy. The
t echnol ogy you are tal king about in this systemis
al ready developed. It is a matter of engi neering
it to making it work for a public transit system

| urge you to consider AB 118 funds for
this denopnstration project. Thank you very nuch.

MR. WARD: Thank you, thank you, Don.
Next will be Roger Hooson with the San Franci sco
Airport, | believe. Roger, how are you?

MR, HOOSON: Yes, good. Can you hear

nme?

MR WARD: Yes i ndeed.

(Wher eupon, a recorded nessage was

heard over the tel ephone line.)

MR, HOOSON: | am hearing a conmercia
nmessage.

(Laughter.)

MR. WARD: That's what | am hearing too.
Congratul ations are in order. Go right ahead.

MR HOOSON: It's over. GCkay. Are we
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good?

MR WARD: | think we're good.

MR, HOOSON: Ckay. | amthe clean
vehi cl e coordi nator at SFO and | have been in that
role for about a decade now. In that time we have
i mpl emented a cl ean vehicle policy that has
resulted in about 1,000 CNG vehicl es operated by
several dozen at |east comrercial fleets.

In addition there are quite a few
electric vehicles on the airfield operated mainly
by airlines and the airline contractors. So we
have quite a bit of experience with technol ogies
that are practical for comrercial operators.

And we are, of course, very interested
in the AB 118 funding going forward. In
particul ar the staff recommendati on that near-term
practical technologies that are reliable receive a
focus in the fundi ng package.

Now havi ng said that, we are al so
interested in breaking technol ogi es such as
hydr ogen and hyt hane and we are pursuing a joint
hyt hane/ hydrogen station at the south end of the
airport. So we do want to be part of new
opportunities in the future. Plug-in electric

vehicles as wel |.
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But we think that the practical near-
termfocus is critical to nmake an i npact at our
airport and other sinmilar facilities. Qur
commerci al operators use a |lot of fuel, unlike the
muni ci pal vehicles here at the airport. So our
commercial focus has the potential to reduce
em ssi ons and greenhouse gases very significantly
and that's why we kind of place the enphasis
t here.

So just to say that, for exanple,
rebates covering the full increnental cost of
vehicles is particularly inportant for our
operators. One exanple of why it is needed woul d
be the Ford E-350 van that is now available as a
conversion that is very expensive as a conversi on
And even with the federal tax credit and the air
district funding there's a gap.

So we do plan to have virtually our
entire door-to-door van fleet here operate on CNG
or equival ent eni ssion vehicles within severa
years now that they are avail abl e once nore but we
do need to nmke the operators whole for the
addi ti onal cost of those vehicles.

That's a summary of where we are at and

we support the, we certainly support the Energy
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Conmi ssion staff reconmendati on for a bal anced
approach with the AB 118 program

MR WARD: Great. Thanks very nuch,
Roger, appreci ate your comments.

MR HOOSON: Sur e.

MR. WARD: Are there any other comments
from anyone in the roon? Anyone on the phone?

Seei ng none. Again | want to thank our
hosts, IBM for having us, Wnfried and M den and
all the good folks here at |BM

| appreciate all you folks com ng here
to this beautiful spot in the Bay Area, | am
really inpressed.

And | want to thank all the fol ks that

were on the phone for these three hours. |I'm
sorry we went one minute over time. | apol ogize
and we'll do better next tine hopefully.

Thank you again. Qur next road show
will be fromthe South Coast Air Quality
Managenent District in D anond Bar next Tuesday.
Agai n, thank you all for your interest and we are
si gning off.

(Wher eupon, at 12: 01 p.m, the Staff

Wor kshop was adj our ned.)

--000- -
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