© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

SAN FRANCI SCO, CALI FORNI A, MARCH 16, 2009 - 1:05 P. M
ok % x x
COMM SSI ONER GRUENEI CH: Thank you all for com ng.
My name i s Comm ssioner Dian Grueneich for the
Public Utilities Comm ssion. |'mthe |ead Comm ssioner
in the Energy Efficiency Docket, and specifically the
review of the investor-owned utility portfolios in the
upcom ng decision on the next generation of
i nvestor-owned utility programs in California.
| have called this all-party meeting, which is
the device we use at the Public Utilities Comm ssion to
have a way to get together with formal parties in our
cases, as well as the public, to discuss the inpacts of
t he new Federal Economc Stirmulus Bill, ARRA. To both
give nmyself, our staff, other interested parties an
under st andi ng of the provisions of the bill that will be
dealing with energy efficiency, and how this
specifically relates to decisions and prograns that this
Comm ssion is overseeing in the world of energy
efficiency.
| am absolutely delighted though today that
"' mjoined up here by really the two key state agency
officials in California that are direct recipients
responsi ble for overseeing a portion of ARRA dealing
with energy efficiency. So I'"'mgoing to introduce them
and ask each of themto maybe say a few words.
The first on my right is Julia Levin. She is

at the Energy Comm ssion. She is a Comm ssioner there,
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and she will be with Art Rosenfeld co-chairing their
Energy Efficiency Commttee.

So Julia, Comm ssioner Levin, is going to be a
very critical person in terms of the Energy Comm ssion
with regard to the stimulus.

Then on her right is Pat Perez, who is
M. ARRA at the CEC, as | understand it, who will be |
beli eve doing a presentation today in terns of how the
CEC i s approaching the energy efficiency portion of the
stimul us nmoney.

On my left is Jayson Wnbley with the
Community Services Department within the state. And
|*ve had the honor for the |last two, maybe three years
serving with M. Wnmbley on the Low-Income Oversight
Boar d. In fact, he is currently the chair of the board.
And his agency is overseeing very critical parts of the
ARRA money and specifically the weatherization
| ow-i ncome prograns.

Then | ast but certainly not l[east is Jeanne
Clinton, who many of you know is the PUC s liaison in
terms of the stinmulus package with regard to the energy
provi sions.

So with that, if | could ask Comm ssioner
Levin, and, M. Wnbley, if you have any remarks to add.

COMM SSI ONER LEVI N: Good afternoon. It is great
to see so many peopl e here. Maybe not surprising when
there is hundreds of mllion of dollars at stake.

| just wanted to say hello to everyone. ' ve
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wor ked with some of you in the past on the renewabl e
energy side more than the energy efficiency side.

| spent the |ast few years traveling around
the country and other states hel ping them get energy
efficiency and renewabl e energy and climate change
programs up and running, some of which have model ed what
California did 40 years ago. And I'm so proud of our
| eadership and the work of all of you, especially our
utilities, in this field.

| think that the economc stimulus, well, for
rat her frightening reasons, the economc crisis at its
root, the stimulus itself, really provides enornmous
opportunities to continue to push the envel ope. And
continue to expand our | eadership on these issues for
the rest of the state, and hopefully the rest of the
states, and hopefully many other countries to follow.

| want to thank you all for being here. I
hope everyone is ready to roll up our sleeves and really
qui ckly move forward on this so that we can create the
j obs that we desperately need to create and restore
California, to help our econony, and to make a serious
dent in our climte em ssions.

| would like to thank Comm ssi oner Grueneich
and the PUC staff for launching this public workshop
very quickly. And that is exactly what we need to do,
is work together, the PUC the CEC, CSD, all the other
acronyms, the 10Us, put it all into one delicious

acronym veget abl e soup.
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Thank you all again. W |look forward to
wor ki ng together with the various agencies and the
public and | OUs.

MR. W MBLEY: Thank you, Comm ssioner, for
inviting me and offering this opportunity to share with
you today sone of the things that the department is
going to be doing related to the Recovery Act and
funding that we are going to be receiving.

Our department is very focused in the area of
serving the needs of |low income, and primarily our
efforts are going to lead the way for -- working with
the Comm ssion in terms of how the services that we can
offer to make the nost impact on the | ow-income
community. And how we can explore opportunity to work
more coll aboratively and collectively to make sure the
resources we have in California are put to the best use
and provide the greatest returns on our investnent.

As the Comm ssioner nmentioned earlier,
currently serve on the chair to the Low-Income Oversight
Boar d. And wor ki ng col | aboratively and collectively is
my passion, it has been part of my mantra for the | ast
two or three years serving on the board.

| think there are real opportunities here
today created by the stimulus that will allow us to
oversee the differences that are out there today, and
hel p us channel efforts to a single focus and the common
good.

So with that, | would like to turn it over to
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t he Comm ssioner, and | | ook forward to working
collectively with all of you.

COVMM SSI ONER GRUENEI CH:  This is one of the rare
i nstances where they actually have me | ead a meeti ng.
But luckily I have the agenda in front of me, and
hopefully others have it as well.

So we are going to start off with an overview
of the American Recovery Reinvestment Act, ARRA funding
for energy efficiency and weat heri zati on. | believe
this is going to be a two-part presentation, first by
Pat Perez, and then Jayson W nbl ey, you will be
following with regard to the weatherization portion.

STATEMENT OF MR. PEREZ

MR. PEREZ: Thank you, Comm ssi oner Grueneich.

Good afternoon to everybody.

Can | see a show of hands of those of you that
have copies of the presentation?

There we go. Now, can you hear me, first of
all?

| was trying to get a show of hands for those
of you who have copies of the presentation. | can see
quite a few people who do not have the presentation.
That will be avail able on the Energy Comm ssion's
website. It actually went online about 20 m nutes ago.
| encourage you to visit energy.caa.gov. And go right
to the econom c recovery page, and you can get copies of
t he presentation.

Wth that, what | would like to do is, next
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slide, please, is cover six topics very briefly. Talk a
little bit about the creation of the Interagency Federal
Energy Stimulus Team that is being |led by the Governor's
office, provide a little bit of a background on the
Ameri can Recovery and Reinvestnment Act with respect to
the multiple energy program funding activities that are
there. Talk a little bit about the Energy Conm ssion
adm ni stered programs, and al so share with you briefly
some of the what we call the nonformula or conpetitive
grants which is the lion's share of the noney being
provided in this econom c stimulus package.

"1l briefly close by sharing with you a
little bit about the energy-related tax credits and
financial incentives that are targeted toward energy
efficiency, the purpose of today's neeting. And then
close as to where you can get nore information.

| would like to just let everybody know t here
is still a lot to be known about this act and the
i mpl ement ati on. Because for probably 98 percent of the
programs, the US Department of Energy has yet to rel ease
t he gui del i nes. So | just want to point that out, that
you may have a | ot of questions that many of us may not
be able to answer, because we do not have those
gui del i nes yet.

Wth that, moving onto the next page, it has
been several weeks now since the Governor's office
created the Federal Energy Stimulus Teamin an effort to

coordi nate activities between the different California
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departnments and agencies. W've been given the go-ahead
to work together, and, noreover, develop industry and
organi zati onal stakehol der teans that you will be
hearing more about in the next couple of weeks as we
formthese teans.

Again, | encourage you to follow daily the
Energy Comm ssion's website so you can sign up for the
list server to get regular updates as to activities as
well as new information that will be flowing in fromthe
US Department of Energy.

As you can see fromthe chart here, we have a
nunmber of departments and agencies, efforts being |ed by
Darren Fallon in the Governor's office. W neet on a
weekly basis, involves representatives fromthe Energy
Comm ssion; Department of Comunity Services with Jayson
here; the Public Utilities Comm ssion, which Jean
Clinton is representing the Public Utilities Conm ssion;
Air Resources Board; California Environmental Protection
Agency; as well as Natural Resources Agency; and Housi ng
& Community Devel opment Depart ment.

Next slide, please.

As | noted, there is a |arge anount of nmoney
avai |l abl e, roughly $42 billion. A portion of this is
going to be devoted to formul a-based fundi ng, covering
broad areas of energy efficiency, renewabl es and green
community plans. And then there is another al nost
$31 billion available in conmpetitive and direct grant

and | oan guarantee funds for transportation,
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transm ssion, renewables, and research devel opment
denmonstration and deployment activities.

Next slide, please.

Of this total, there is about -- in ternms of
what the Energy Comm ssion will be adm nistering, there
is three maj or prograns. One is the State Energy
Program where we are estimating to receive about
$226 mllion. And then there is also an Energy
Efficiency Conservation and Bl ock Grant Program where we
expect to receive another $55-$56 mllion to support a
number of | ocal efficiency programs and activities.

Local government, of which | see there are
representatives fromlocal counties and cities here, we
are expecting hundreds of mllions of dollars to flow
directly to |l ocal governments and not through the Energy
Comm ssion there.

Then also we're anticipating that we will be
wor king on the $300 m |l lion National Energy Star and
Appliance Rebate Program of that share we expect to get
about roughly $30 mllion. And we |ook forward to
working with the utility conmpanies, both investor-owned
and nmunicipal utility companies, and the Public
Utilities Comm ssion and others in terms of designing
t hat program Currently there is about | think about 15
states that have existing Energy Star appliance prograns
t hroughout the country.

We al so have -- you will be hearing a |ot nmore

about the Low-Ilncome Home Weat herization Programin a
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m nute when Jayson has an opportunity to speak.

Next slide, please.

In terms of the State Energy Program as |
noted earlier, we expect to receive about $226 mllion.
Just to put this number in perspective, over the | ast
five years the Energy Comm ssion typically receives
bet ween $1 and $3 mllion. So this is a major ranping
up of our existing program which is going to be a real
chall enge staff w se, but also provides enornmous
opportunities for California.

Some of the types of activities allowed under
the State Energy Program include the Buil ding and
Appliance Efficiency Programs, spending, distributed
generation, as well as renewable energy, public
education outreach, and as well as other activities to
i mprove energy efficiency and renewabl e energy
t hroughout California. It is broad based, covering
commercial, residential, transportation, industri al
sectors. So it is a significant program

Next slide, please.

In terms of some of the direction fromthe
Ameri can Recovery and Reinvestnment Act, the focus has
been on expansion of existing energy efficiency
programs, that is the thrust, as well as supporting
renewabl e energy projects and depl oynment activities.
And, again, we are | ooking at cooperation and joint
activities between states to maxim ze our ability to

devel op effective strategies and prograns for the use of

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A




© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

10

this federal noney.

We are also internally at the Conm ssion
| ooking at some of the key criteria beyond what the
federal government is |looking at in terms of how this
money is spent, and measuring our success based on jobs
created, that is the bottomline. And the single nost
i mportant criteria is that we have to denmonstrate that
we are creating jobs with each and every one of these
grants or dollars that has been spent.

We will also be | ooking at proposals and
projects with respect to how much energy was saved with
respect to renewabl e energy, how much generation was
actually built and constructed. And because we are all
very sensitive to meeting the Governor's greenhouse gas
reduction goals, we also would |like to know how each of
t hose programs and activities |eads to reductions in
greenhouse gas em ssions. And then this other criteria
too that we are also exploring with respect to the
cost-effectiveness of these and the ability to | everage
t hese individual funds and maxi m ze the output from
t hat .

As you can tell fromthis slide, we received
t he US Department of Energy guidelines just for the
State Energy Program on Thursday. We are currently
review ng those right now. W have unfortunately a very
short fuse in terms of a deadline of getting our initial
submttal to the US Department of Energy on March 23rd.

And then we will respond with a more conmprehensive

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A




© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

11

application on May 12th. | think that is where you are
going to have the greatest opportunity to assist us in
crafting and devel oping that State Energy Program pl an
t hrough our stakehol der groups.

Next slide, please.

There is also a major program here called the

Energy Efficiency and Conservation Bl ock Grant. Roughly
$3.2 billion will be avail able nationally. Near |y
two-thirds of that money will be going to |oca

governnments, counties and cities, cities of over 35,000
peopl e and counties over 200, 000. 28 percent will be
going directly to state energy offices, which is the
California Energy Comm ssion. And we will be working to
devel op the programs as well as the solicitations for

t hat grant money once we have the guidelines fromthe
Depart ment of Energy.

The Energy Conmm ssion's noney will actually be
focused on small jurisdictions, not the |larger, since
there is large chunk of nmoney going to |large counties
and cities.

Again, we expect literally hundreds of
mllions of dollars to be available to |ocal
governnents. We don't have the set allocation at this
point in time, but this is a significant chunk of noney.
The Energy Comm ssion we expect will get about
$56 mllion for its use.

Next slide, please.

In terms of the block grants, again, we see
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this noney being used to inplement energy efficiency and
conservation strategies. Part of this, some of the key
objectives is to reduce pollution from fossil fuels, al
to reduce total energy use and inmprove energy efficiency
in transportation as well as our buildings throughout
the state and ot her sectors. So it is fairly broad
based.

Being a fairly new program we don't have a
ot of information yet on what the expectations will be
fromthe US Departnment of Energy. And, again, we hope
to see these guidelines within the next nonth.

Next slide, please.

Agai n, we are encouraging stakehol ders
particularly with the | argest counties and cities to
begi n engaging in dialogue on how they m ght use this
money in your particular jurisdictions and counties and
cities.

And, again, as | noted in my opening remarks,

t he Federal Energy Stimulus Team will be announcing here
before too I ong outreach efforts to bring together the
various public and private stakeholders so that we can
wor k together in devel oping these programs, and how to
best respond to this incom ng noney. ]

Next slide, please.

The third program that the Energy Comm ssion
will be adm nistering is the energy efficient
appliance rebate program and what we call the Energy

Star recovery program
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This is a program that was authorized back

in 2005 as part of the Energy Policy Act but really

was not funded until now with the American Recovery
and Rei nvest ment Act. So there's a good chunk of
money there, 30 mllion that will be available to the

Energy Comm ssion. And as | mentioned earlier, we

will be working closely with the Public Utilities
Comm ssion, investor-owned utilities, as well as the
muni ci pal -owned utilities on how to best use and
devel op that rebate programthat will cover a broad

range of appliances and other equi pment.

Again, this funding is available to the
states with the existing progranms and tailored towards
Energy Star products.

Next slide, please.

Now in terms of the lion's share of the
funding, | just wanted to take a few m nutes of your
time to tal k about what we call the nonfornula energy
appropriations.

One of the things that came out of the
Governor's office | ast week as part of our federal
energy stimulus team neetings is that the Governor has
decl ared that California will be the most conmpetitive
state in going after the billions and billions of
federal energy dollars that are available. And that
should be no surprise to you knowi ng who our Gover nor
is.

We have nearly $31 billion in conpetitive
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and direct grant and | oan and | oan guarantee prograns.
We do not have the details on any of these prograns.
We just know the general descriptions. Mor e
information will be com ng soon, but a |ot of noney
targeted towards transm ssion and to our federal
entities, Bonneville Power Adm nistration, as well as
the Western Area Power Authority.

We are very much interested in coordinating
and working with these entities so that we can advance
our own renewabl e energy goals with respect to renote
generation sources, develop a smarter grid that the
Public Utilities Comm ssion and Energy Comm ssion and
California Independent System Operator and others are
very much working on, and then also the nearly 2
billion just in transportation to support clean cities
and di esel em ssion reductions which the Air Resources
Board will be taking the |lead on and electric drive
vehi cl es of both the Energy Comm ssion and the Public
Utilities Comm ssion are collaborating on right now.

Next slide, please.

In terms of this other programs, we al so
have 6 billion targeted for energy | oan guarantees and
another little over 8 billion for research on cl ean
fossil projects as well as energy efficiency and
renewabl e research as well as advanced battery
research, not only for stationary sources, but also
mobil e or what we would refer to as transportation

sources.
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Next slide, please.

Then what | wanted to do is close on this
| ast slide which kind of gives you a quick overview of
the energy efficiency and conservation related tax
credits and financial incentives that are currently
avail abl e through the Act which includes qualified
energy conservation bonds, tax credits for energy
efficient improvenments to existing homes, and
extension of credit for energy efficiency improvenments
to new hones.

So there's significant anount of money being
made avail able on a variety of tax incentives and tax
credits. This is only a subset of a much broader tax
reformand tax incentive package that was passed and
signed into |law by the President.

If you |l ook at the full menu of tax credits
whi ch are provided on the Energy Conmm ssion's website,
you will see that roughly over a 10-year period
there's roughly 20 billion available there in ternms of
overall tax incentives just for the energy sector
alone. So it is pretty substantial.

We think in tandemwi th the financia
incentives, tax credits, and then the designated
funding for the overall programs, that these worKking
in tandem together with you, that we ought to be able
to make a huge difference in terms of devel oping a
secure long-term energy future here in California.

So with that, we will just close on the | ast
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slide here.

Again, | encourage all of you to review the
Energy Comm ssion's website on a daily basis. It is
bei ng updated literally hourly as we get new
information. And this is going to be our way of best
communi cating with the stakehol ders, because we are
overwhel med with the nunber of phone calls, e-mails,
that are comng in. W sinmply can't handle all of the
incom ng requests for information. This is the best
way to get a quicker response and also to | eave
comments and questions you may have as you try to
reach us on our telephones and find out that our voice
mai | machi nes are full because of the inflow of
i nterest.

So with, that | would Iike to turn it back
to Comm ssioner Grueneich.

Thank you

COVMM SSI ONER GRUENEI CH: Thank you very nuch.
That was extremely hel pful. G ven your deadlines, thank
you for taking the time to be here today.

So | guess, Jayson, if | could ask you if you
could give us an overview for the weatherization and CSD
portion of the ARRA.

STATEMENT OF MR. W MBLEY
MR. W MBLEY: No probl em

The Department of Community Service and
Devel opnment serves as the state's anti poverty agency,

and we adm ni ster federally funded programs that are
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intended to offer |low-income individuals opportunity to
attain self sufficiency and i mprove the quality of their
lives.

Next slide, please.

The two grants | am focusing on specifically
today are going to be on the energy grants which are,
again, federally funded grants that are annual grants
that come to the State of California.

The first grant is the U.S. Department of
Heal th and Human Services, LIHEAP, which is the
| ow-i ncome home energy assistance bl ock grant which the
department has adm ni stered since 1975. And it offers
an array of services that are intended to primarily
reduce the energy burden of |ow-income househol ds.

The first service is cash assistance and
utility assistance, which is also referred to as HEAP,
which is a service that we are probably nost recogni zed
for under that program

In addition, the program offers emergency
heating and cooling services for individuals that are
experiencing an enmergency. And typically those services
result in the repair/replacement to residential heating
and cooling appliances.

And then thirdly, the weatherization program
whi ch again offers weatherization assistance and is
l[imted to 25 percent of the overall total of the grant.

Next slide, please.

The second grant is the U S. Departnment of
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Energy Weat herization Assistance Program It's an
annual grant, has been in existence for over 30 years.
It's relatively one of our smaller grants in conparison
to LI HEAP. But the sole focus of that programis
intended to provide weatherization services to inmprove
the energy efficiency of Iowincome dwellings and as
part of the national objective, reduce our dependency on
foreign oil and also | ook for achieving environmental
benefits.

Next slide, please.

| am going to focus on the weatherization
aspect of both prograns.

LI HEAP traditionally in the past has been the
primary funder of our weatherization programs just
because it offered the higher Ievel of funding which
all owed us to inmplement the program statew de.

And I will cover the funding pieces in a few
m nut es. But our DOE program provided the technica
gui dance and the specifications that drive the
weat heri zation progranms that we adm nister collectively.

Weat herization is an energy audit driven
program It focuses on health and safety and in the
context of energy savings and efficiency. And it
encourages | everaging to maxim ze resources that may be
available within the state to extend service benefits to
t hose that are in need.

Next slide, please.

This chart here is illustration that shows the
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annual funding for the two grants for 2005.

As you can see in 2006 and '9 we have seen
significant increase in funding between the two grants.
In '"06 LIHEAP received a significant funding increase
over our annual funding allotment. Also in 2009 both
grants received a significant funding increase which
pushed the total funding to a little over 451 mllion
for 20009.

Next slide.

This chart here shows individual breakdown of
the grants in terms of annual funding as well as the
service conmponents under each grant, particularly with
respect to LI HEAP. So, as an example, in 2009 you can
see that DOE weat herization in total is funded at a
l[ittle over $202 m |l lion and LI HEAP weat heri zation is 49
mllion, which again is limted to 25 percent of the
overall grant. \Where in contrast in 2005 you can see
t hat the LI HEAP weat herization was 24.2 m|lion and DOE
traditionally is roughly around $6 m | lion.

So to put that into some context, the DOE
weat heri zation as result of Recovery Act, we're seeing
about 30 times over the normal funding |levels that we
are accustomed to seeing in California.

Next slide.

Here is a visual for our projections for
househol ds that we plan to serve statewi de in 20009.
Obviously, due to the funding increases to both our core

grants, we are |ooking at close to 400,000 househol ds

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A




© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

20

statewi de. And the green represents the utility
assistance | was referring to earlier, HEAP, which is
the cash assi stance conmponent.

And then in the beige color you can see that
is the weat herization, just to give you an idea in terns
of scale.

Next slide, please.

Then here is the separate breakouts and nore
accurate figures for what we anticipate to serve by
(i naudi bl e) and service.

You can see in conmparison to 2005, which is
representative of our normal funding |evels as conpared
to '09 what we anticipate serving going forward.

Next slide.

Our services are provided through a network of
communi ty-based organi zations that adm ni ster these
programs since the inception of these prograns.

The income eligibility for both prograns are
established as 75 percent of the state median incone.
For those of you following the Act, you probably have
seen where there's been public announcements and news
rel eases on DOE increasing the eligibility guidelines to
200 percent of federal poverty, which in California
really is not going to have any impact because our
gui del i nes have already increased to that |evel already.
75 percent is the guidelines for LIHEAP and is close to
roughly 200 percent of federal poverty, give or take a

f ew percent ages.
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Bot h prograns target households wi th high
energy burdens and menbers of the vul nerable popul ation
groups which includes households with disabled, young
children and el derly.

As Pat mentioned earlier in his presentation,
t he FEST team have been meeting regularly, and they are
really taking charge and the |l ead on the state |eve
coordi nated efforts around the stimulus funds that are
comng into the state.

Al so, with respect to the Comm ssion, also
mentioned earlier | serve on the LIOB, which is the | ow
income oversight board. And the focus of that board is
| ooking at | ow-income energy assistance and programs
that are collectively offered through the state, not
just through 10U programs, but also with CSD.

And we have been tal king for many, many years
now about working together, trying to | ook at ways that
we can make use of the resources that are here and
intended to be used for | ow-inconme needs and | ooking at
this new opportunity to where we can work together.

| am proud to announce that tonorrow we will
be entering into an MOU agreement that is going to be
CSD and the CPUC. That is really going to provide the
framework and the foundation for us to start noving
forward together in this effort of bringing about nore
col | aborati on and coordi nation around these two
prograns.

Al'so, | would imgine that in the com ng weeks
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this would be one of a series of meetings we will
probably have, hold jointly, to solicit inputs and share
with you information about our efforts around the
Recovery Act and inplenmenting these prograns in the
st at e.

As Pat had mentioned earlier, it's been really
literally a treadm || for the past nmonth trying to get
your arms around something that evolves daily.
Hopeful ly, today the guidelines for DOE, for DOE WAP
program were released |ast Thursday. And staff and
myself are still trying to get our arms around all the
key changes to the program Hopeful ly, over the com ng
weeks we will have much more to offer to you.

So, if we are unable to answer questions
today, we will be able to answer themin the near
future.

But as part of the Act, | think it is
i mportant to touch on some of the key elements of the
Act that are really being stressed and enphasi zed.
These are things that are really going to lead to
pat hway of changes to the program as we know it.

First, you may ask your question why
weat heri zation? Weatherization to the Obama
Adm ni stration is the cornerstone to his national
Recovery Act and also his energy strategies. And
bull eted are the reasons why weat heri zation is one of
the focuses of this Adm nistration, obviously jobs, the

j ob component. This program has opportunities to create
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j obs i medi ately and offers shovel -ready projects.

There are requirements for elevated
transparency and accountability. | am sure you have
heard that many times over.

Aggressive performance goals. One of the
t hings we are going to have to struggle and contend with
is that we have to see a significant increase in
fundi ng, which I mentioned is 30 times more than nor mal
funding | evel s. DOE is inmpressing upon the state's
aggressive performance benchmarks to get the money out
and get it implenented as quickly as possible.

Emphasis on quality of services, increase
outcome measurements, nanely in the areas of jobs and
energy efficiency, and the building of partnerships,
because realizing that in order to achieve all these
obj ectives, you have to | ook at expanded partnerships to
enable us to achieve all these objectives and | ook at
ways that we can enploy different strategies and
approaches to do that.

So with that, that concludes ny presentation.

| think Sarita was going to do the |ast part.

COMM SSI ONER GRUENEI CH: For those of you who
don't know, Sarita Sarvate is the head of our |ow-income
energy efficiency section at the PUC.

MS. SARVATE: Thank you.

In the interest of time | am going to keep
this very brief.

| just want to briefly explain the |ow-income
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energy efficiency program which has been around for nore
t han a decade. LIEE is a resource program designed to
garner significant energy savings in California while
providing an inproved quality of life for the |ow-inconme
popul ation. That's been our m ssion for a long tinme.

And participants generally include single
famly, multifamly, nonprofit group living home
customers. So all these custoners, we basically provide
t hem components of the LIEE program But we provide
t hese customers free of cost weatherization measures,
energy efficiency measures, m nor home repairs, energy
educati on.

And basically the aimis that by installing
t hese measures the customers will reduce energy
consunmption and experience bill savings.

Recently the Conm ssion envisioned a new goa
for this program a very ambitious goal, and stated that
by 2020, 100 percent of the eligible and willing
customers will have received all cost effective
| ow-i ncome energy efficiency measures.

So you can see this is an incredibly anmbitious
goal and extraordinary goal.

| do want to note we did this before any sort
of -- almost as if we had foreseen the Recovery Pl an
because we came up with this in our strategic plan in
the fall of 2008.

Next slide.

So we issued also a Decision in November that
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basically said that in order to achieve the goals of our
program we will need to coordinate with the CSD in a
very | arge scale. Basically, the Decision stated the

| OUs shall as part of their |everaging strategies

i mmedi ately begin the process of trying to close data
gaps that hamper LIHEAP, LIEE |everaging.

We expect to see significant progress toward a
goal of 100 percent LIHEAP and LI EE | everage and
coordination in the IOUs' annual reports.

And al so the Decision states that the
Comm ssion would execute a memorandum of under st andi ng
with CSD in order to facilitate | everaging, and as Jason
expl ai ned, we are on the verge of signing that tonorrow.
| didn't actually anticipate that this all would come
about so quickly, but I think Obama's Recovery Act just
has given us added incentive.

| should also mention, though, that on a
smal |l er scale | everaging and coordination with LIHEAP
has been going on for some time, and it's al ways been
our goal to do more. And this gives us a great
opportunity to achieve that.

And this slide sort of gives an overvi ew of
t he budgets and the overall prograns scope. | only want
to highlight two bullets, which is that the total
expenditure for LIHEAP for the next budget cycle 2009 to
11, which is 2011, which is a three-year budget cycle,
will be about 900 mlIlion dollars, and we will be

reachi ng about a one mllion homes, which is a third of
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what the total scope of the programw |l be in the first
budget cycle.

So | think that should be the takeaway from
this. And | basically |ook forward to working with CSD
on maybe possibly hol ding workshops and figuring out the
nuts and bolts of how this coordination will take place
in the field.

Thank you

COVMM SSI ONER GRUENEI CH: Thank you very nuch.

We are now going to nove into some conmments
and presentations.

The goal that | have for today's meeting in
addition to having these start of coordination anmong
t hese state agencies is to really understand better what
the PUC and investor-owned utility role can be in
facilitating effective inmplementation of the stimulus
nmoney.

So | would like to start off by asking our
investor-owned utilities to give a presentation. I
think that you have coordinated so that there is a
single presentation. And you already did file sonme
written coments, | amtold as well.

STATEMENT OF MR. GAI NES
MR. GAIl NES: Yes, we did, Comm ssioner. Thank

you.
My name is Marc Gai nes. | am wi th Senpra
Utility, San Diego Gas & Electric and Southern

Cali fornia Gas.
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| am here representing all four of the
investor-owned utilities in the state.

We have had numerous discussions on this
topic, and we are in conplete agreenment on at | east our
recommendation for moving forward.

Just to start off, I will make it clear so
there is no m sunderstanding, our viewis |OUs are not
here to conmpete for these funding. W are here to
utilize our expertise, to |l end assistance to anyone that
is applying for use of that funding, and for the ones
t hat are awarded the funding, to |lend our expertise to
make them as successful as possible. That is our
overal |l objective.

To achieve that we have got four
recommendations here |isted. | will go through each of
those with a little bit of detail.

The first one is we believe that the Recovery
Act or ARRA funds should work in conjunction with | OU
programs to m nim ze potential customer confusion and
| everage the success we have had with the prograns.

So rather than conpeting with the progranms, we
woul d i ke to use ARRA funding to supplement existing
energy efficiency, demand response and distri buted
generation prograns that the utilities are inmplenmenting
to achieve not only greater results, but faster results
on their objectives.

Secondly, to utilize our existing facilities

and expertise in terms of outreach, contractor workforce
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and retail network contacts that we have to again
i mpl ement the programs as quickly as possible.

Secondly, the CPUC should specifically allow
| OUs to | everage their energy efficiency programs to
support the ARRA activities. Our funding for energy
efficiency is not designated for this purpose. So we
want to make sure we are consistent with the PUC s
obj ectives for that noney.

We don't believe it would be a |ot of effort
on our part, but we believe there will be some
adm nistrative activities that we have to implement to
make sure that we are coordinating, facilitating. W
think that is an appropriate action because of the
experience that we have, working with |ocal agencies and
state agencies, but also all the other stakehol ders that
we have been working with on our prograns over time.

We also think it supports the PUC s strategic
plan in moving forward with energy efficiency in a
cooperative, collaborative effort.

Third area recommendation is that |10OUs should
| everage the existing workforce education and training
programs to ensure adequate resources to support ARRA.

We have existing prograns in place at each of
the four 1 OUs at our energy resource centers. W are
providing training to contractors and certainly
| everaging that training with others providing it under
t he ARRA fundi ng. We would like to bring that up to

speed as quickly as possible to support the additional
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contractors that we will need for this effort.

The fourth area is the 10Us have identified
specific areas where ARRA will directly affect the
energy efficiency progranms.

I n our current portfolios we want to make sure
we take advantage of that and | everage those
opportunities. First, I want to say for the conmpliance
programs where we have existing relationship with the
(i naudi bl e) stores and other retailers, that we can
utilize and facilitate any additional incentives that
m ght come out of the ARRA.

Secondly, the weatherization prograns, the
| ow-i ncome prograns, we have contractor networks. W
have customer data. They can all be utilized to
| everage these efforts quickly and efficiently.

Third, 10Us have program experience with
federal and state agencies that we can also |leverage to
move their projects along quickly.

We al so have financing that is available to
suppl ement the ARRA funding and move the projects as
qui ckly as possible.

And | astly, the local partnerships that we
have with cities and counties throughout the state, we
would like to | everage that activity and utilize ARRA
funding to bring even nmore cities into the fold on that.

So in conclusion, we are here to assi st
wher ever possible. W can provide value to ensure the

success of ARRA in California, achieve the results as
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efficiently and effectively as possible.
Thank you
COMM SSI ONER GRUENEI CH: | do have a few
guesti ons.

Let me also encourage any of my other
col l eagues up here on the dais.

What efforts are being made to be bringing in
the municipal utilities? | bring this up because there
may be a role for the state agencies to help with that.
But the investor-owned utilities are serving, depending
on how we calculate, 75 to 80 percent of the population
demand in this state.

While that is the significant majority,
obviously on nmunicipal utilities play an inportant role
as well. And have you had an opportunity to begin
di scussions with then? Because if we are going to think
about the utilities playing a role in terms of
| everagi ng or outreach to customers, certainly ny
vi ewpoint is we want to be doing this using all of the
utilities in the state and not just selecting the
i nvestor-owned utilities, because then we are going to
get customer confusion as to what's going on.

So have you had a chance to start any efforts

coordinating with municipal utilities?

MR. GAINES: We have. | can speak on behal f of
Senmpr a. | think it is simlar in other utilities'
cases.

We have had prelimnary discussions with SMJUD
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just because they are | eader in the state for the

muni ci palities. But al so have ongoi ng partnerships wth
DWP in Southern California as well as the SCAPPA
utilities down south. So, prelimnary discussions at
this point just because the rules haven't been set out
yet, but we have had conversations and there seens to be
interest in all of us working together.

COVMM SSI ONER GRUENEI CH: And when you are talking
about | everaging the programs, | am wondering if you can
be a little bit more specific. W have funded a nunber,
obviously, of existing progranms that are hopefully
successful in terms of workforce training. W have a
whol e array of programs. Can you give any details when
you are talking about |everaging that, what that means
in terms of working with the stinmulus nmoney?

MR. GAI NES: Probably not a | ot of details yet.

We are still watching how things develop to see how best
we can | everage that nmoney. But certainly we have

t al ked about making sure that we don't have conpeting
programs. So, say there is appliances incentives, that
we conbine those incentives and work some way to make
sure that it is presented to the customer as one program
rat her than nultiple competing prograns.

We have tal ked about wutilizing our outreach
network and material to go to customers with account
execs and other outreach to make sure we spread the
information of the programs that are avail abl e.

But specifics beyond that, | think we are
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waiting to see where we can best provide assistance.

COMM SSI ONER GRUENEI CH: My initial reaction is
t hat one of the areas that probably is going to be very
i mportant is the utility interface with the customers,

t hat we now have a host of different funds avail abl e,
different levels to customers through tax incentives,
t hrough utility programs, through the programs that are
going to be avail able under the stinmulus package. And |
think getting that message to customers, | ook, there are
a wide variety of prograns avail able and here is how
t hey can interact.

And maybe | will ask, | don't know if this is
a fair question or not, has the Energy Comm ssion been
abl e, have you started thinking about this whole
education outreach effort? Because, again, it seens to
me this may be an area where we can have some good
coordination and utilize the networks that the utilities
have in place with their customers.

MR. PEREZ: As part of the state energy program
there is a component that we have used in the past for
outreach, and that will continue and hopefully get
magni fied significantly with this inflow of additional
fundi ng. But we are also going to be doing full court
press on the website to get information out and devel op
conprehensive list servers so that we can get nore and
more information out on a realtime quick basis. So that
is pretty much the strategy we are pursuing right now. |

COVMM SSI ONER GRUENEI CH: And let me also ask, do
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you envision the utilities are going to come in and ask
for additional funding for their efforts on ARRA?
Certainly my strong hope is the existing funding is
going to be able to provide for your efforts. Again,
this is prelimnary. But have you given any thought to
whet her they are going to seek additional money?

MR. GAI NES: We have. W always tal k about noney.

We think that under mpst circunstances the

exi sting funding would be adequate. Certainly we |eave
a door open if something unanticipated comes al ong and
requires significant cost, we m ght come back for that.
That is not anticipated.

COVMM SSI ONER GRUENEI CH: Then | guess finally in
terms of the coordination with CSD and the
weat herization, I'mnot famliar with the specific
details. But as | understand it, there are some
significant differences at | east now between how t he
i nvestor-owned utilities are authorized or directed to
approach | ow-income energy efficiency programs, and how
the federal funding at |east historically have been
given and may even under ARRA. One exanple, as |
understand, there may be authorization under the federal
money to spend significantly more money per househol d
t hat we have authori zed.

How shoul d we approach this whole area? 1In

t hat, again, for the audience, if it isn't clear, in the
| ow-i ncome energy efficiency we had a major decision in

Decenber where we provided funding for three years going
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forward in program direction. So do we need to think
about revisiting that? |Is there flexibility if we have
a strong working group, maybe some public workshops? Do
you have any thinking about the extent there may be sone
di fferences between the two progranms, how we should be

t hi nki ng about better |everage and integration?

MR. GAIl NES: Unfortunately, I'm not the expert to
tal k about that. Maybe someone can hel p us. | don't
have | ow-i ncome programs at Sempra. We certainly have
tal ked about that issue. Essentially, we headed -- the
nature of the two programs, since one pays nore than the
ot her, and just analyzing our program So it is
certainly an issue we tal ked about. | don't have an
answer at this point.

| don't know if Roland has anything to add to
t hat ?

MR. RI SSER: Thanks, Marc.

Great question, we actually tal ked about this
a |l ot.

COWVMM SSI ONER GRUENEI CH: Why don't you make sure
you identify yourself.

MR. RI SSER: Rol and Risser with Pacific Gas and
El ectric Conpany.

| think that is great question. It is
something | think we are trying to work through right
now. The options are -- there are several options.
"1l give you a couple of examples. One is Jayson and

actually tal ked about intake mechanism \When you have a
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common mechani sm across the 10OUs and CSD s program you
m ght direct a customer to federal programif it

required the higher |level of investment than maybe the
utility/ CPUC aut horized program would all ow. If it was

a straightforward home that needed just the type of

i nvestment the utilities were authorized to provide,
t hose honmes would go into the utility program That is
one model .

Anot her nodel is that if a home needed the
hi gher | evel of investment, that we m ght then, after
the utilities finished their work, they could then call
CSD and say this home actually could benefit from some
greater investment that is beyond what we are able to
do. Turn it over, and CSD through their own process
coul d provide that second | evel of higher investment in
energy efficiency.

Those are two model s. | don't think we've
quite figured out which the optimal way is. There are
advant ages and di sadvantages to both. And so, in fact,
Jayson and | are going to meet tonmorrow and tal k about
this alittle nore.

COMM SSI ONER GRUENEI CH: One last itemthen, and
et me ask my coll eagues if there is anything. An area
that certainly I'"mstarting to think about is
measur ement and verification.

To those in the audi ence, we have
traditionally in the world of energy efficiency in ny

m nd thought about it as it is a discrete world
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primarily occupied by the utility programs, certainly
al so occupied by the building standards and appli ance,
but that one can essentially measure these discrete
programs and activities.

And what strikes me is that we are going to
qui ckly enter into a world in which there are nultiple
funders, | mean a 30 fold increase in funding, where you
could literally have the same home we just heard where
one monent in time you have an investor-owned utility
funded program and then in a |later period of time you
have the CSD funded prograns. Or you may have,
dependi ng upon the intake, some get some programs from
one group and some from anot her group. And then we have
what ever they are going to be, the Block Grant Prograns,
t he appliance progranms, and the host of |ocal governnment
programs, some of which are funded through ratepayer
money, some of which are going to be funded through
ARRA, sonme in fact funded by | ocal government.

Have the utilities started to think through
what this could mean in terms of how this Comm ssion is
approachi ng what we call eval uation measurenent and
verification going forward?

MR. GAIl NES: Certainly at a high level |I'msure
much nore detail needs to be discussed. W have sim |l ar
concern about double counting, triple counting of
results, making sure that whatever recording
requi rements are put in place by the federal governnment

that we could meet those so we can maxim ze the nmoney.
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| think there is a |lot of issues with MMB that need to
be addressed.

We think part of that is facilitation,
cooperation, collaboration we are tal king back w th our
programs so that we are involved with those
organi zations that are devel opi ng new prograns to make
sure that we work out an arrangement where we can share
information where we are going with our results, to make
sure we are not double counting, share the expertise
t hat we have on MVB so that their prograns can be
designed to be as effective as possible.

Beyond that, it probably comes down to what
programs are specifically rolled out in ternms of how we
m ght adjust the MMB activities, | believe.

COMM SSI ONER GRUENEI CH: | just throw this out to
t hi nk about it, that we may want to have a measurenent
subgroup, some group of people who are thinking about
this. Because to the extent that everybody is going to
want to be able to count attribution. Because on sone
| evel that is where the money flows from even though it
may the jobs, it is also the savings and then the
greenhouse gases. Maybe getting a little jump start on
t hi nki ng about this so that we don't have everybody
fighting or saying actually these are ny programs and ny
savi ngs. Because | worry that the science of MMB is not
quite at the level that we may need to have accurate
attribution.

Let me ask my coll eagues if you have any
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comments or questions?

Jeanne.

MS. CLI NTON: Just one question. I n the cont ext
of ongoing financing, how nmuch |atitude to each of the
utilities have to expand your OBF Programs if there is
better awareness and bigger demand for it, just sort of
round out the rest of the cost for these measures?

So if a customer has access to tax credits and
incentives, but is lacking the capital to pay for the
remai nder of the measure and your offer on the financing
and it becomes known wi dely, do you have fairly flexible
| atitude to expand that activity?

MR. GAIl NES: | can speak for Senpra. Certainly
our systens are able to expand to |I think any |evel that
we woul d anticipate fromthis. Fundi ng actually woul d
become a question depending on how far it rose. | woul d
hope that we've got adequate funding in the proposed
programs to cover that, but | guess it took off
dramatically there may be sone issues there to come up
with that seed noney for the prograns. But as far as
the system standpoint, there is no |imtation there.

MS. CLI NTON: So if there were a positive, desired
run on the banks, so to speak, you would be able to come
back to us and tell us that demand in your resources,
and you m ght need to revisit that?

MR. GAINES: We could certainly do that.

COWMM SSI ONER GRUENEI CH: Somet hing el se came to

m nd. s there the option for the utility,
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i nvestor-owned utility, as | said, hopefully all the
utilities, to apply directly to the Energy Conmm ssion
for the $30 mllion of the Energy Star Appliance Program
in California? | mean, in other words, is there an
option that the Energy Comm ssion would say after it
reviewed the request that we will just have the
utilities in California run this whole progrant

MR. PEREZ: It is a good question. We have not
yet seen the program guidelines for that. We hope that
that will be one of the options that is being considered
by the US Department of Energy, but we are awaiting the
gui del i nes.

COVMM SSI ONER GRUENEI CH: And then did | understand
it that is one of the options the utilities are thinking
about, to say just we have got experience running the
Energy Star Appliance Rebate Program just let us run
t he whol e thing?

MR. GAINES: Actually, the way | tried to put it
was that we would rather help facilitate it to make sure
it is done properly. | don't think we've reached
agreement, since we haven't seen guidelines yet on
whet her that is something that would be appropriate for
us to absorb entirely within the utilities. | guess it
is an open question. At this point we are | ooking at
whoever does run it, we are going to be willing to make
sure that we are operating cooperatively.

MS. CLI NTON: Just a footnote, getting back to the

one aspect of the stinmulus funds that we know is the
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case, is that all the funds are supposed to suppl ement
and not supplant funds that have already been commtted
by state and ratepayer funding as well.

So | think the question is if you were to get
i nfusion, for exanmple, $30 mllion for Energy Star
Rebat es, how would you prove or denonstrate that that
was bei ng used as additional funds instead of, you know,
di spl acing ratepayer funds? That is just a rhetorical
gquesti on.

And | think the kinds of options that we in
t he Energy Comm ssion would have to be | ooking at is,
well, do those funds get used to provide incentives for
measures that are not already covered by the utility
programs? Do the funds get used to, you know, supply
funds in the event that the utilities run out of nmoney
in a given year for their incentive noney? Which would
be a risky strategy, because you wouldn't know if you
are comm tting the funds or not. Or, thirdly, do you
pay a bigger incentive? Do you bump up the incentive or
give the bonus in order to spur out.

| think those are the kinds of questions that
per haps the DOE gui delines would shed some |ight on. | f
not, those are some of the questions | think the Energy
Comm ssion needs to think about.

MR. PEREZ: We are certainly wrestling with many

of those various questions you raised, Jeanne. And one
is things that we will be considering is perhaps

programs and activities that have not previously been
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funded and received noney, is taking a second | ook at
what those prograns and activities m ght be for the use
of this noney. That will be one of the criteria that
will be listed on the menu of options to ook at in
deci ding how this noney is going to be used.

But, again, it is also going to be dictated by
t he parameters as established by the federal guidelines
as to how nuch | everage we have in terms of shaving, you
know, our own internal criteria and eval uati on.

COMM SSI ONER GRUENEI CH: One of the areas that
Marc mentioned that is obviously going to be a huge --
one of the areas that mark mentioned that is a huge
issue is workforce training. Now t hat we have all this
money, how are we going to make sure there are qualified
people to actually undertake these activities?

Do you know, can the CEC spend any of the
money you are getting on funding workforce training
programs?

MR. PEREZ: "' m not sure about that. | know t hat
there is | believe a training aspect under the existing
State Energy Program But in terms of -- |'m not
fam liar enough with the | atest guidelines on there.

MS. CLI NTON: If I could add a footnote from ny
qui ck skimm ng of the guidelines. | think there is a
broad swath of activities that are eligible but simlar
to how we oversee utility efficiency prograns. It takes
a portfolio approach, and it tal ks about the portfolio

of SEP money being cost-effective and generating jobs.
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And not each activity itself has to meet all the
criteria, but I think it is a question of on bal ance.

One of the mobre interesting paraneters is the

SEP portfolio as a whole | everage. See if | have the
math right, it was 10,000 source -- no, 1 mllion source
BTUs. |"m forgetting the right nunmber. It was
something |ike a thousand -- forget the math.

(Laughter)

MS. CLI NTON: It was something |ike a dollar per
kil owatt-hour is the way |I figured it out. It didn't
define whether that Kkilowatt-hour was |ifecycle or first
year.

But the point was it had a cost-effectiveness
ratio in mnd for the SEP funds. So | think it is going
to be a challenge as you start getting all these ideas.
To the extent you have something that is information,
education and outreach that may not generate direct
savi ngs, you have to balance with other things that do
generate savi ngs.

COMM SSI ONER GRUENEI CH: That sounds fam |l i ar.

(Laughter)

COMM SSI ONER GRUENEI CH: So everyone is going to
point to the other program and say you fund the
nonresource savings conponent of this.

Thank you very nuch, Marc.

Then we are quickly I think going to go
t hrough, I'"mjust going to list off who | have here in

order. So if you can all get ready. | think we had
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requested about 3 m nutes per speaker.

James, if you are there, am | right, three
m nut es?

MR. FORDYCE: That is right.

COVMM SSI ONER GRUENEI CH: Three m nutes per
speaker.

Jody London for The Local Gover nment
Sust ai nabl e Energy Coalition; and Cal Broomhead, City
and County of San Francisco; Eathan Sprague, ConSol;
Hank Ryan, Small|l Business CA; Rocky Bacchus, Efficiency
Power; Eric Emblem California SMACNA; Patrick Couch,
The California Conservation Corps; and M chael Wheel er
CPUC. And we are letting himhave a little bit extra
time.

So, Jame, if you can also play timekeeper as
wel |, that would be great.

MR. FORDYCE: Sur e.

COVMM SSI ONER GRUENEI CH: Maybe everybody el se
whose nanme | called, if you want to just, to the extent
there are seats up here, come forward so we can nove
t hrough qui ckly.

STATEMENT OF MS. LONDON
MS. LONDON: Good afternoon. My name is Jody

London. ' m here today on behalf of The Loca

Government Sust ai nable Energy Coalition. W are a group
of cities and counties and regi onal gover nment

organi zations across the state.

| also in a different piece of ny life am an
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el ected director to the school board in Oakland. Sone
of my remarks are going to be informed by nmy experience
t here.

Local governments are extremely busy right now
analyzing not only the stimulus package, but the state
budget as you all know has been devastating to | ocal
gover nnment .

The short answer to the question whether the
stimul us package makes it all better because of the
state budget is no. It is helpful, but we are not there
yet. So the stimulus package is great, but it is not
everyt hi ng.

| want to talk briefly -- most of the energy
opportunities for |local governments have already been
di scussed by Mr. Perez fromthe CEC, which | appreciate.
Somet hing that hasn't been discussed yet today are
interest-free bonds. Local governnents and school
districts both have opportunities to take advantage of
interest-free bonding opportunity.

In California, | list down there that 22
billion in interest-free bonding authority for school
construction, renovation, repair and |l and acquisition.
40 percent of that money is going to the 100 | argest
school districts in the country. Many of those
districts are in California. So there is a |ot of
bondi ng opportunity out there. We don't have a | ot of
information yet, wondering if the CEC can help us get

more informati on on how we access that. Do we have to
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go to the voters? That is a big question for us.

Next slide.

This is just an exanmple of all of the many
sources that a |l ocal government | ooks at when we start
to think about how we are going to inmplenment an energy
efficiency sustainability Climate Action Plan. W have
our own general fund. | don't want to go through each
of these. But you can see we are |ooking from |l ots of
different sources than -- if you are | ooking at the far
wal |, the public goods charge got cut off. But those
funds are one piece of the pie that we | ook at.

The next slide is a simlar example for how
this works in San Francisco's environment energy
program They are pulling funds from |l ots of different
pl aces, including energy efficiency audits that are part
of the public goods charge.

| really want to focus on my |last slide which
is tal king about some of the timng issues. The really
key issue for us is the policy issues. The key issue is
timng. W as |ocal governments don't get access to
this noney unless we've got it all accounted for, and
figure out how we are going to spend it in 2010, next
year, about 18 nonths basically. So we really want to
work with everybody, but we also feel a need if we are
going to take advantage of this noney for our community
to move very, very quickly.

| want to touch a little nore on the program

effectiveness criteria as has been discussed al ready.
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They are very different between the federal prograns and
the progranms that we are used to here at the CPUC. So
the jobs piece in particular is one that | want to hit
on.

| want to submt to everyone in this room
particularly those of you on the dais, if you want to
get to goals in the Energy Efficiency Strategic Plan of
mar ket transformati on and change how organi zati ons,

i ncluding | arge bureaucratic government organizations

t hi nk about energy efficiency, you will be well advised
to take a small amount of the nopbney that you are
spendi ng and fund an energy manager position within
groups of small | ocal governments or school districts.
O if it is a larger entity |ike Oakland, which has 113
facility sites that we are managi ng, help us devel op our
own infrastructure. Teach us to fish, don't just give
us a fish.

We really, you know, | can't enphasize enough
how i mportant this is. | have great policies in Oakland
Uni fied School District, but I can't inmplement them
because | don't have a person on board to do it, to be
t he change engine. And | think many | ocal governnents
are in the same boat.

The attribution energy savings, all | want to
say on that is that is a huge issue for us. W
submtted some coments on this. W would |Iove to be
part of any subgroup that you devel op there.

We are also particularly m ndful that under
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t he cap-and-trade policies that are being devel oped for
AB 32, there are opportunities for |local government, and
we don't want to preclude our opportunity to participate
in those types of prograns.

We really appreciate the calls that we've
heard today for greater coll aboration, coordination
bet ween state agencies. That is always something that
we are hopeful will happen. And we are glad to see
wor ki ng together integrating the renewable projects with
| ow-i ncome prograns, because these are all things that
we were forced to do at the local level. W appreciate
t he opportunity and | eadership fromthe state in hel ping
us do that.

Then there are barriers to inmplementation that
we tal ked about in our coments, like the CEC Title 24
St andards are already so far ahead of the rest of the
country. How do we credit that with the feds, those
types of things?

"1l leave it at that. | ' m probably over
three m nutes. Thank you your time. | "' m happy to
answer questions now or later, and |I'm sure the coments
will be put on the website.

COVMM SSI ONER GRUENEI CH:  Thanks. "' m going to
pl an on going through, everybody.

Cal Broomhead.

STATEMENT OF MR. BROOVHEAD
MR. BROONMHEAD: Cal Broomhead, City and County of

San Franci sco.
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Just briefly go over what our goals are, and |
don't think I'm going to show the whole slide. Noti ce
the parts in blue, the nost interesting parts here.

| want to point out the one key issue, we are
going to try to make our ARRA funds progranms sustai nabl e
so that after the stinmulus package noney is gone. W
need this market to conti nue.

A coupl e of these strategies that we will be
using, should I get funding to actually do this stuff,
is our city's tax and financing program | think a | ot
of local governments are under AB 811 authorization.

Al so creating local policies that follow up with
incentive sorts of progranms with requirenments that
actually keep the market going afterwards.

Next slide.

So as | mentioned, it is quite possible that
not all of this money will go for energy efficiency, the
bi ke | anes are not even relevant to what we are talking
about here.

Three other strategies that we are going to be
followi ng, one is accelerating the |ocal market by
| everagi ng PGC funds. So we will be stacking ARRA funds
on top of PGC funds. For exanple, it will allow us to
maybe retire old refrigeration that is in a |Iot of the
smal |l busi nesses around San Francisco. Second is making
programs nore conprehensive, go more deeply with the
savings into the buildings that we are going into. Some

of these things that are either not allowed under
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fundi ng, or so poorly funded, |ike wi ndows, for exanple,
wi ndows are a great thing to do in an old Victorian
house, but it is really different to fund under the
existing rules.

Then al so nonresource types of activities
whi ch now seem to be com ng into our programcycle this
year, but | think there is a |lot of opportunity for
this -- for additional funding in that area.

In terms of the things that the CPUC can do,
first thing is ask. We would like you to fund the
2009- 2011 Local Government Partnerships now, as soon as
you possibly can, so we can all get going. W need to,
as Jody mentioned, we need the timng. W want to put
t he ARRA funds together with our Public Goods Charge
Program But if we are not going to be able to get that
started for a year, but |I've got my ARRA noney now, or
very shortly, then I've got a real-time problem

Al so, you m ght think about requiring that in
the contracts of |ocal government partnerships that
there be a real intended purpose of building the |ocal
capacity at the |ocal governnment |evel in order to do
more programs, as what Jody was nmentioning.

Skip the next one.

Then assist with relocalizing the LI HEAP
funds. If we are seeing a big uptake in our LIHEAP and
DOE funded programs, after that is gone, after the
stimul us package goes down, we would |like to see that

backfilled with LI HEAP noney. | know t hat PG&E operates

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A




© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

50

t hose under several contracts that serve communities,
and they are rolling trucks out from Modesto or Fresno
comng into the City do that work. We would like to see
t hat noney | ocalized in local LIHEAP contractor.

It better connects with our workforce
devel opment program The City is already investing
| arge ampounts of money in workforce devel opnment, about
$7 mllion a year. All kinds of workforce devel opment.
We are in the process of greening every single one of
those trainings. W want to link the |ow-income
weat herization with the other weatherization providers
that hit the m ddl e and upper income brackets. And in
order to create that chain, we need to have those jobs
here.

As far as the 10Us go, we would like to see
usage data and quick response on data requests. This
came up in the workshop | ast Decenber. The |1 OUs agreed
they want a template. They know here is the Kkinds of
data that we are going to be asking for. W totally
agree with that approach.

We al so woul d ask them whatever they can do to
accel erate any internal processes and approvals rebates,
et cetera.

Next slide.

" m only going to spend half a m nute on this
one, is that one of the things that is really inportant
to cities is the future money. After the stinulus

package is gone, there is going to be nore money from
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the DOE fromthe next Energy Policy Act, et cetera.

So we need to be thinking about being able to,
exactly what you said Comm ssioner Grueneich, about
being very careful of how we attribute savings. We
don't want to be reporting twice the same kil owatt-hour,
the same therm saved. We also have a contract with
PG&E. It is according to the DEER Dat abase, that is how
money will be acquired into our program on our
PGC- f unded program side. On the DOE side, anything that
we stack in on those funds, that is going to get
attributed to that program

Just as an aside, |I'm not going to go through
all these bullets, is that we will be separately
brandi ng our program Currently contractors are putting
two or three different things together and presenting
those to customers. They get 15 percent discount here,
tax credit, you' ve got this and that. And we are going
so be having our San Francisco Stimulus Package Energy
Program  We want transparency. W want the public to
be able to see that here is your stinulus dollar at
wor k. They need to see we are doing that.

Thank you

COMM SSI ONER GRUENEI CH: Excuse nme, Cal, on that
| ast side, |I'mjust confused. Ils there somet hing that
you are saying in that slide that we should change how
the PUC is doing things now? O are you just hel ping us
understand how the City and County of San Francisco is

proposing to account for savings?
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MR. BROOVHEAD: The first and possibly the second.
The first, excuse nme, the second |I'm very clear about,
is that | know this is how we are thinking about
applying the savings. "' m not certain if it means that
you do anything differently. As far as | can see, it
doesn't appear to me that you need do anything
differently, but that may change. Or | may discover
some nuance to this that we haven't seen yet, or they
haven't become aware of.

COMM SSI ONER GRUENEI CH: Okay, next up we have
Et han Ryan, and then -- |I'm sorry, Ethan Sprague, and
then after that Hank Ryan.

STATEMENT OF MR. SPRAGUE
MR. SPRAGUE: Good afternoon. My name i s Ethan

Spr ague. |"m from ConSol an energy and engi neering
consulting firmin the Central Valley. | f you are

| ooking for trained workers, that is a good place to
start, especially in energy efficiency.

We' ve done some work with the Department of
Energy on their Building America Team for |ead
construction. They've asked us as part of the ARRA to
| ook at existing homes. And so that research inforns
this presentation.

Essentially, the ARRA has a different | oading
order than California does. It is jobs first. We all
recogni ze that.

This is not a picture of the earth. It is a

pi cture of an eclipse. W are using this to show that
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t he negative econom c environment is |like an eclipse
t hat has been | ost. No one is going to do energy
efficiency unless it gets paid for. They just don't

have extra money in their pockets.

And so | ooking at 10U portfolio prograns as
opposed to ARRA funds, the primary thing is jobs. And |
see the ARRA as trying to give sonmeone a job to save
someone el se noney. | think that is the link between
t he two. Next sli de.

"Il go over this really quickly. This is
energy efficiency makes econom ¢ sense. A billion
dollars spent on energy efficiency results in nearly 400
] obs. ]

So, next slide.

I n | ooking at existing programs, we think that
t hey are basically done independently or a one home at a
time approach. There is diverse interest in goals. And
froma consumer's perspective, you may not be interested
because it is hard to understand.

If you |l ook at the two presentations preceding
m ne, you |l ook at the funding sources, the different
goals, From a consumer perspective, you got a bunch of
different people knocking on your honme trying to sell
you things. It is not well delivered.

And funding is a critical component,
especially now. And there are some fundi ng options.

So we thought that scale and coll aboration

woul d equal nore value. And the idea would be to bundle
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different programs under one core delivery mechanism so
there is not the confusion, you don't have conpeting
prograns.

This will lower the cost of providing
programs. It will create nore jobs. It will facilitate
the transacti on.

We used to all buy phone coverage and you got
your cellular and internet from sonmeone else. The nodel
is you bundle it all together, you pass on some of that
savings in admnistrative and sales cost directly to the
consumer. That is the goal of ARRA.

So it is an integrative program There are
some benefits associated with that, particularly for
cities who have AB 32 requirenents. They can
potentially create a sustainable program I f there was
a city run program for exanple, under the energy
efficiency and conservation block grants, the reduction
in savings that is associated with that could go to fund
additional work. So it creates the market pool you have
been | ooking for in the strategic plan.

So what are the barriers? | don't know. I
don't operate in the public regulatory world. So |I know
combi ning funds, which I think is the way to go from
different sources, m ght be problematic.

| see the biggest opportunity to design
programs and funding on a comunity |evel instead of on
an individual w dget or programmtic |level in order to

i ncrease efficiency.
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So | think there are probably questions before
you could take public good funds, give themto a city,
combine themwith [ow income weatherization money from
DOE and for the consumer perspective, present one
program with a series of options. That makes it very
sinple for the consumer. And all the back end confusion
doesn't affect the consumer's purchasing choice, which
is | think the primary driver to getting this funding
out .

The last thing | will say is we need to build
a bigger shovel because 2010 money has got to be spent
and that's not a |lot of time.

Thank you

COMM SSI ONER GRUENEI CH: Thank you.

Hank Ryan.

STATEMENT OF MR. RYAN

MR. RYAN: Good afternoon.

My name is Hank Ryan. | serve on the board of
trustees for the National Small Business Association, as
well as on the Econom c and Technol ogy Advancement panel
reporting to CARB for AB 32 as well as for Small

Busi ness Cali fornia.

What | am going to say tries to tie these
t hi ngs together. This is a ot of money. And it's
scary, frankly. It is not our money. And the idea that

we are trying to bring forward is to use the noney and
t hen ostensibly give it back. Can we possibly do that?

This goes to on bill financing. | want to mention the
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2007 federal legislation included on bill financing. So
we have a precedent in that sense.

We al so have existing on bill financing
programs fully up and operational in California with
Sempra that provide for both taxpayer funded entities
and business and |I'"'m going to speak to mainly taxpayer
funded.

What | am al so going to suggest is we try not
to reinvent the wheel. Wth on bill financing and the
Depart ment of General Services or the green building
initiative which is for state buildings, (inaudible) has
said he believes that perhaps 70 percent of the
buil dings that exist in the state can utilize on bil
financing very well.

They cannot borrow the funds. They need a pot
to pull noney from |f they have that pot to pull noney
from they can replenish it once the installations are
fully conpleted with on bill financing funds and do it
over and over again.

It is a simple idea that says to feed these
programs where existing entities can't use it. That is
the idea.

Next slide.

The same may be applied -- this hopefully goes
to your question regarding public owned utilities -- to
Palo Alto. There is current interest there for on bil
financing.

One of the problems that comes up is where do
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we get the noney. So again, the issue of having it to
draw from and then pay back

For cities and counties, what we are starting
to see in the Senmpra area is perhaps the same
(i naudible) is the difficulty of being able to borrow
from OBF.

The | ast caveat is that stimulus funds for OBF
| believe should not be used to address defaults. The
programs should operate as they do. Defaults are very
i mportant design concept that you want to avoid. You
have to have them as a threat to design the programs
correctly.

Thank you

COMM SSI ONER GRUENEI CH: Thank you.
M. Rocky Bacchus, and then Eric Enblem
STATEMENT OF MR. BACCHUS
MR. BACCHUS: Thank you, Comm ssion, | adies and

gent | emen.

| am here to talk about the air conditioning
opportunity. They tal ked about the tax credits for
residential and about 500,000 air conditioners per year
for two years. It is limted to 2009 and 2010 only.
That is $1.5 billion to the State of California alone
that is avail able.

Looking at the numbers, if we could |aunch an
air conditioning program quickly, which may mean
modi fying part of the current funding, 93 percent of the

air conditioning units in recent years have been | ess
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than 15 SEER. We can greatly increase the amount of
efficiency achieved in the air conditioning area.

Next slide.

A program budget to do this which we have
submtted to the utilities as a recommendati on would be
$463 mllion for a three-year program

Next slide.

It would achieve up to 31 percent of the
entire goal. That is under the mandated procedures.
This is not under the preferred program but under the
mandat ed al one, up to 31 percent of the goals could be
achi eved by this.

Next slide.

The big question has been what is the TRC in
air conditioning? Typically, it's been .3 or not cost
effective. What we are showing is 3.6 to 4.24, which is
very cost effective, and so what has changed?

Number one, an upstream programin air
conditioning within the industry itself cuts the
incremental cost by 62 percent. | n other words, an
upstream 570 acconplishes the same thing as 1,500
downstream

The federal tax credit is up to $1,500 now.
That is a huge incentive to get the work done. And it
reduces the cost under the current Comm ssion rules.

The noni ncentive cost can be reduced to
15 percent instead of 50 percent. This means using the

existing contractors that have the upstream conmerci al
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programs do a down -- an upstream residential program
and by getting the industry's cooperation, dramatically
reduci ng the adm ni stration cost.

HVAC i ndustry participation: W have tal ked
with all the maj or manufacturers of residential air
conditioners. 95 percent of the air conditioners are
built by seven conmpanies. All seven of them have said
we will participate at these funding |evels.

And if you |l ook at this company you may not
know who they are. They are 30 billion in sales world
wi de. They supply all the conditioning to the Home
Depots. You probably recognize the downstream name
better.

They are tal king about 70 percent
transformati on of the air conditioning market the first
year. That's about the sanme as what happened when they
changed the m ni mum standard federally. The first year
it changed in 2006.

The second recommendati on that we have made is
t hat the DOE and LI HEAP funds be used for deep energy
efficiency.

The slide you see here is a CHEERS rating
report. CHEERS is California Home Energy Efficiency
Rati ng System

There are two systems approved, prograns | am
tal king, two systenms approved under the California
Energy Comm ssion for rating of homes. This was done

for new construction.
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The ACM manual from CEC is very broad and al
inclusive. There is the capability right now with
existing raters that have been out rating new homes for
years to go out and rate existing homes. So enmploy the
peopl e that have been unenmpl oyed by the |ack of new
construction to do the rating. Then a separate
contractor cones in and does the work.

|f you |l ook at some of the detailing there,
what you will see is that they have the ability to say
this noney came fromthe federal funds, this noney canme
fromthe utility funds, and this is the energy savings
from each.

So it can be readily designated to have the
proper attributions and get it where it should be.

So we are recommendi ng two things: Number
one, inmmediately inplement an upstream residential air
condi tioning program because it is so huge and because
in 2011 the Department of Energy is supposed to set the
new federal standard. So if we don't get it soon, we
are going to lose that transformation. We can transform
the market in three years.

Secondly, use the existing people in
California that canme out of new construction and are
unempl oyed to go back to work. | have asked Ri ck why
did he come here, his conmpany alone laid off 1,700
people in the last two years. They are good people.
And they are good people that can go back to work right

here in California.
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Thank you very much.

COMM SSI ONER GRUENEI CH: M. Bacchus, and Pat,
this may involve you as well. For the second item,
which is to use the people who have been rated under the
Energy Comm ssion as home raters, how would that work in
the sense of -- | think about pots of nmpney that are out
there, that the investor-owned utilities with the

programs that we oversee, the CEC with the different

pots, that they will have, and CSD with the pot of noney
that they will have, are you tal king about that within
any of those three different pots of nmoney there will be

a programthat would require use of these raters or pay
t hese people who are certified raters and that woul d
then draw them into the market?

Can you help me understand how you go fromthe
fact that we have programs that ensure there are trained
peopl e who, | assume you are correct, are no | onger
being able to be rating new homes because we are not
buil ding them and how do we use those skills and those
people with regard to existing homes?

MR. BACCHUS: Yes, ma'am A sinmple example would
be that if there are DOE weat herization funds that are,
as | understand it, up to $6,500 now and the existing
home was i nproved and the air conditioner was replaced
with a 13 SEER, which is the mninmum which is much
better than the 6 SEER that may be there now, i1f that
energy cost and savings would be attributed to that

program But the same software that we have got
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exhi bited on the screen right now would then say if you
went to a 16 SEER air conditioner, that additional
savings that came fromthe utility program would be
attributed to that program and the cost of that and the
efficiency increase of that energy savings of that would
be attributed to that program and the software can
break out which is which.

So that that can all be done in an automated
f ashi on. So the same rater that goes into the home
woul d have all the work done, not have to have multiple
people comng to the house, but all of the work could be
done by one contractor, but the auditor, so to speak,

t hat does the rating at the beginning and then verifies
it at the end says, okay, here is what was done, here is
what was the utility program s part, here was the DOE
part. That can all be done automated right now.
COMM SSI ONER GRUENEI CH: My ot her question was on
the upstream air conditioning program my understanding
is that this is a proposal that you presented to the
i nvestor-owned utilities that would be inmplenmented in
the upcom ng cycl e.

Do you have any thoughts on how it could fit
in with either the Energy Comm ssion or with the CSD on
their econom ¢ stinulus nmoney prograns?

MR. BACCHUS: Yes, ma'am We have al so contacted
the POUs and the CEC to ask how can we coordi nate this
and make this truly statew de, because that is what the

air conditioning manufacturers are |ooking for. W have
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had neetings with SMUD and sonme other utilities. And
t hey have generally said they need to | ook at their own
budgets and what they can afford, but they are very
interested in a coordinated program primarily because
it costs so much | ess. It is like 62 percent |ess cost
to get the same amount of efficiency savings.

COMM SSI ONER GRUENEI CH: Thank you.

MR. BACCHUS: Thank you very nuch.

COMM SSI ONER GRUENEI CH:  We now have M. Enbl em
and then Pat Couch.

STATEMENT OF MR. EMBLEM
MR. EMBLEM  Good afternoon.

| want to thank Comm ssioner Grueneich for
this opportunity to speak at this all-party meeting. I
will do ny best to nove along quickly.

| am Eric Enblem | am working as a
consultant for the joint commttee on energy
environmental policy. This is a joint commttee between
SMACNA, California Sheet Metal and Air Conditioning
Contractors National Association and the Sheet Met al
Wor kers I nternational Association. They have formed
this joint commttee to work coll aboratively with the
state agencies and ot her stakehol ders on energy
efficiency.

We know that the challenge is how do we take
t hese cross fundi ng mechani sms, whether it be through
the investor-owned utilities and the public goods charge

and the stimulus noney, and also marry that to
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regul ati ons and standards |i ke the Energy Comm ssion has
published and tie all this into the building standards
Comm ssion and green buildings and help i mpl ement the
policies of AB 32.

Al'l of these tie back to something that is
very near and dear in what our industry delivers, and
that is heating, ventilating and air conditioning.

M. Bacchus tal ked about the upstream piece of
this. Obvi ously, the equi pment manufacturers are a big
pi ece of our industry. W work with them very closely.
We think that is one way to do it.

But what was identified back when we started
the BBs, the big and bold initiatives in 2006 and 2007,
when we started | ooking at why peak | oad demand was
goi ng up and why demand was going up in air
condi tioning, we found there was poor quality
installation. And we tied this back to we had high
efficiency equi pment but the installations weren't being
accomplished |like they should have been.

When we | ook at the standards we need to
identify particular things that may not have been
addressed in the past and | ook at them more focused as
we do now.

There is no sense tal king about how much air
condi tioning causes peak | oad demand to go up in the
State of California. | think everybody is very nmuch
aware of that.

But | think one thing that we need to call
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attention to and we would |ike you to consider, and that
is duct | eakage. Duct | eakage is a big consumer of
energy in buildings, and it is something that when you
do energy audits isn't typically assessed.

We would |like for that to become a focus in
energy audits. Both in commercial buildings and in the
weat heri zati on process and our other programs, duct
| eakage is big. W think there is a |ot of energy that
could be saved and we can also create a | ot of jobs by
goi ng through and doing this duct | eakage eval uati on.

Next slide.

Our nmenbers all are sponsors of apprentice
training prograns. In 2006 across the United States
there were 422,000 active participants in registered
apprentice prograns. Currently, in our apprentice
programs in the State of California we have 3,000
apprentices in HVAC rel ated programs today.

We have found that the federal governnment has
found that investment in the apprenticeship is well
worth its money. And it is a way of |everaging.

We tal ked about | everaging funds and
| everagi ng goods. | am working with the task force on
t he energy workforce education and training. And we are
bi g advocates of apprenticeship training.

One of the things the Obama Adm ni stration has
tal ked about is the career path to the mddle class. W
are not tal king about certificate jobs and going out and

cal king a few buildings and going to Wal Mart to push out
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carts.

Apprenticeship has been identified time and
time again to be the way to move people into the m ddle
class and into good paying jobs.

We would |Iike that to be considered as one of
the |lynchpins and one of the benchmarks when we | ook at
providers for energy efficiency, whether it be through
| OU public goods funds or through the stinulus funds.

So what we would like to talk to you today
about is prequalification of responsible energy
providers.

One thing we would like to do -- there are
three things. W are talking a problemand a crisis in
health care. W think that responsi ble providers should
provide faml|ly health coverage to their enployees. W
t hink that should be one of the requirements and
benchmarks as we | ook at providers noving forward.

We think that providers should be sponsors of
apprenticeship and training. Apprenticeship and
training sets sonme certain benchmarks and requirenments
of classroom hours coupled with on the job training,
coupled with m ni mum benchmarks on enpl oyment and wages
and ways to career paths to the m ddle class.

The other thing we would Iike to see is
require to hire local. W know that is in a |ot of the
stimulus plan. We know it is talked about a | ot by
community devel opment and community groups. We support

that. We would like that to be tied to |local hiring
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hal | s.

The next thing | think is to allocate these
funds proportionately to where we can realize energy
savi ngs.

| mentioned that duct | eakage is a big problem
in buildings. There have been studies done by Berkel ey,
Utility Comm ssions, studies done by the Energy
Comm ssi on. It is something |I think we are not focusing
on as we nove forward. So we would |Iike to put that
into the mx and tal k about that when we are working
with the investor-owned utilities and tal king about
programs moving forward for the 2009 through 2010 energy
portfolio.

And that's my comments.

COMM SSI ONER GRUENEI CH: Thank you.

My understanding is that M. Couch will not be
speaki ng. So M chael Wheeler of the Conmm ssion staff is
going to give the presentation on potential program

STATEMENT OF MR. WHEELER

MR. WHEELER: Thank you, Comm ssioner, for giving
me this opportunity.

Greetings everybody.

You are famliar with me if you have been
present at some of these energy efficiency proceedi ngs
bef ore. My name is M chael Wheeler. | have been the
| ead anal yst for the residential sector strategic
pl anni ng, the residential sector voluntary prograns,

| ead anal yst for the statew de energy efficiency
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potential and goal s. | have been review ng the
utilities' residential energy efficiency filings since
July and the new one just recently filed.

Over that period of time what | have been able
to identify is that what we have is a customer gap here
in California. And what | amoffering today is nostly a
conceptual proposal sort of based on a quick anal ysis of
this policy | andscape and then sort of addressing our
short term goals and also our long termopriorities.

This kind of gets to the issues that Rol and
was speaki ng about earlier with coordination between
prograns.

So can we run quickly through this.

Moderate i ncome households are a significantly
negl ected segment of the market and are in need of
assi stance. These custoners typically don't apply, they
don't qualify for lowincome assistance, yet they don't
have the cash flow on hand to provide assistance for
t henmsel ves.

These customers are typically the core
conponent of the secondhand appliance market, and they
trade | ow up-front costs for higher energy use over
time.

According to the U S. Census, this noderate
i ncome segment represents roughly 15 percent of
California' s population or about 2 mllion househol ds.
Because this popul ation cannot be hel ped by thenmsel ves

or by the state under current programs, | amreferring
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to this segment as the customer gap. Maybe we know some
of these people. Maybe | am one of these peopl e.

But as we have already heard today, the
increased resources for |ow-income weatherization and
efficiency are appropriate given that customer segnment's
needs. And in addition, as assessnent districts emerge
as authorized by AB 811 and possibly other |egislation,
customers with incomes great enough to consi der honme
renovations will enjoy a second vehicle to reduced
energy consumption, in addition to the successful 10U
programs currently out there.

However, neither of these efforts will reduce
the barriers to energy efficiency that are not -- |I'm
sorry. These efforts to reduce the barriers of energy
efficiency are neither directed at or effective for
househol ds within this customer gap.

So again, conceptual. The objectives of this
moderate i ncome weat herization efficiency program are --
they really have been evolving over the past six nonths
as we have been reviewi ng the portfolios and | ooking at
t he policy | andscape.

As staff here began asking the questions, we
| earned more about this customer gap and about
i nnovative program designs and cooperative efforts that
were emerging to serve qualifying |ow-income househol ds.

We built the objectives of this pilot proposal
on the need to test such program innovations and on the

potenti al benefit of expanding innovation to noderate
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i ncome customers.

The result is the proposal that is not
entirely unique. In fact, it is a patchwork of
approaches staff feels can strongly support the goals
and intentions of the California Energy Efficiency
Strategic Plan, the ARB scoping plan and this new
Adm ni stration's efforts to address the nation's
| ong-standi ng energy issues.

Next slide.

So the imge you are |looking at is ny attenpt
to kind of | ook from above at a nei ghborhood. You
i magi ne the gray is streets and the orange and green are
househol ds. | am just attenmpting to try to break down a
nei ghborhood into |l ow income and nonqualifying homes.

The M WEP nodel will borrow on the |ow income
energy efficiency program s whol e nei ghborhood approach.
In general, the whole neighborhood approach neans
targeting a nei ghborhood through conprehensive outreach
to a specific geographic area.

In 2009 through "11 the utility |l owincome
programs will be targeting many nei ghborhood, some
conprised of as much as 80 percent of |ow-income
househol ds.

So in this proposal the design rests on the
unscientific assunption that in neighborhoods with
greater than 50 percent |ow-income households there is a
high |ikelihood that their neighbors, their

nonl ow-i ncome nei ghbors probably reside within this
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customer gap. Again, unscientific but if we wal ked
around the nei ghborhoods of our respective cities, maybe
we could make that |eap of faith.

The M WEP proposal is to target nei ghborhoods
representing 60 percent |ow income, according to U.S.
Census records, and in these nei ghborhoods the program
adm nistrator in an effort to build capacity would work
with | ocal government and other community groups to
deliver comprehensive outreach. Then this program
adm ni strator would coordinate the delivery of services
fromefficiency and weat herization contractors.

The outreach process would determ ne which
participants qualified for | ow-income payment of service
and all other mopderate income participants would receive
equi val ent service that would instead be funded through
ot her sources.

This service provided to noderate inconme
participants could be paid for entirely in a direct
install manner or through another structure such as
50 percent cost shari ng. But the basic goal here is in
creating a test bed for coordinating utilities'
| ow-i ncome programs and weat herization progranms, the
nei ghbors perhaps next door who don't qualify as | ow
income should still be able to receive the same
services. And comng up with a way to do that in a
targeted nei ghborhood approach would make a | ot of
sense.

| am throwi ng out a suggestion for a
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participation goal of this pilot to treat up to 40,000
homes within the customer gap throughout the state.

And t he funding opportunity, | call it an
opportunity because it is really not certain. W don't
know exactly how funds could possibly flow. But the
i dea basically here is that depending on how much funds
on average were received by |lowincome customers, the
equi val ent woul d need to be provided for those customers
within the customer gap. Only the services provided to
the customer gap and the cost to manage this
coordination effort are a part of this funding
opportunity.

And, of course, the final program design would
have to ensure that the household and community benefits
greatly outweigh the cost.

The actual funding needed to inmplement this
M WEP nmodel is truly program vari abl e dependent. As our
utility program designers know, it is all the devil is
in the details.

So the two maj or program variables | am seeing
are the average total cost per household of the package
of weat herization and efficiency measures inclusive of
adm ni strative costs and the number of househol ds
targeted statew de.

Al so important for determ ning the program
cost estimates are possible funding scenarios where
participating |ocal governments use perhaps their energy

efficiency and bl ock grant conservation dollars to
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further the program goals.

A round number cost estimate, since that is
probably what people are interested in, is let's say
40, 000 househol ds participating with 50 percent cost
sharing of the average $4, 000 package here represents
$80 mllion, which typically, that is a |ot of noney,
but we are tal king about |ots of noney right now.

And so | just throw it out there. That 40,000
homes to start with would al so be bal anced by, in those
same nei ghbor hoods, 60,000 | ow-income homes upgraded by
the |l ow-income energy efficiency and weatherization
program dol |l ars coordi nated and | everaged.

Of course, the pilot community should be
spread across the state so a variety of climte zones
and urban densities will be tested. | f something |ike
this were to be scaled up, you would want to be starting
in specific communities so that you could identify
barriers that needed to be addressed. ]

Of course, communities in those service
territories are municipal utilities could be included if
those utilities were a part, too, as essentially filling
the role of the 10U | ow-i ncome programs.

And the final list of participating
communities would have to be identified through an
application process to pilot the new | evel approach.

And you would need to probably have the presence of
communi ty-based organi zati ons or other inmplementers that

are currently part of CSD Weat heri zati on Assistance
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Program and equally a utility or muni, Low-Income
Energy Efficiency Programto work together there.

Finally, this is just a quick -- this is what
| usually do, | usually put graphs up there. This is a
qui ck schematic of the California Energy Efficiency
Strategic Plan target for the existing residential
sector.

And the bars are homes participating at sone
| evel of efficiency, getting out to 2020 where all 13
mllion homes have participated resulting in an average

energy reduction or energy consunption reduction of

40 percent. That is the strategic plan goal.
Here we are in 2008. The first line here is 2
mllion homes. And | took down some nunbers from Jayson

W mbl ey's presentation and then from Sarita's
presentation. W are tal king about 100,000 hones

t hrough CSD, and 300, 000 homes a year through the
Low-I ncome Energy Efficiency Programs. 400,000 homes,
very ambitious, but it is not going to get us to 13
mllion homes in 12 years.

So just as a suggestion to jump start this
activity, we certainly can't rely only on | ow-income
programs to reach those types of numbers. And nmovi ng
into the noderate income segment creates a market both
for the contractors of those prograns as well as
i ntroduce those services to that customer segment, and
provide jobs for hopefully a | arge number of currently

out - of -work contractors.
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That is it. Thanks.
COVMM SSI ONER GRUENEI CH: Thank you very nuch,

M chael .

That concludes the Iist of people and parties
t hat had asked to speak at this all-party neeting. I
bel i eve that we have now reached the end of the time
that | had allotted for the nmeeting.

Let nme just thank everybody for com ng, and I
will say that | will be conferring with our
Adm ni strative Law Judge, David Ganmson, in terms of the
specific energy efficiency portfolio docket that we had
t he prehearing conference this norning with regard to
any specific items that we may feel that we need to get
additional conmment on or give direction on.

| see that -- is there a request for another
speaker?

MS. GEORGE: Yes, | thought there was an open tinme
on the agenda.

COVMM SSI ONER GRUENEI CH: Why don't we have two
m nutes then.

|s there anybody else that is going to request
speaking time?
(No response)

COWMM SSI ONER GRUENEI CH: Let me ask my coll eagues,
what is your time frame, do you need to depart now? |
can stay.

COWMM SSI ONER LEVI N: | can stay. | have a couple

of questions of the previous speakers.
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COMM SSI ONER GRUENEI CH: Before we take additional
comments, actually, let nme make sure | can -- if you can
hold off for a mnute, Ms. George. Let me be sure and
ask if you would like to ask comments of any speakers,
Jayson. We will take that first.

COWMM SSI ONER LEVI N: | want to thank all of the
speakers. | think all of you have contributed some
really important ideas and options. | think probably we
all have an overriding reaction of nmy God, what am
going to do with all of this quickly, and meet all of
t he goals of the stinulus package. | was going to say a
couple of things really seemed to have emerged from all
of the speakers. In addition to oh my God, be careful
what you ask for that | think that we all share.

The sustainability issue | think is absolutely
critical. Movi ng toward m ddle class jobs | think is
really important. But |I'm going to focus in particular
on somet hing that Ms. London said, and | agree, and
M. Ryan mentioned, that interest-free | oans and
revol ving fund idea. | think those are really critical.
Goi ng back to the | ast presentation, how are we going to
get to the overall goals of AB 32 of a clean energy
economy. Clearly, this is going to be a down payment as
| arge as a down paynment as it is.

So |'"mcurious to hear, and maybe this needs

to be in witten coments given time constraints, | know
of the revolving fund programin Berkeley. It has been
way oversubscri bed. " mvery curious to find out where
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else in the state we have existing revolving funds that
we could -- to potentially but some of this noney into.
There is a |longer term paybacks. It is building the
| onger terminfrastructure that we need in California
that, as Ms. London said, it teaches people to fish
rat her than just handing them the one-time only fish.
think it is a really important ideas that we could use
some nmore concrete suggestions to flesh out.

COWMM SSI ONER GRUENEI CH: Jayson, did you want to
of fer anything?

MR. GEORGE: No.

COMM SSI ONER GRUENEI CH: Ms. George.

STATEMENT OF MS. GEORGE
MS. GEORGE: Thank you. My name is Barbara

George, and I'mwith Women's Energy Matters. We've been
i ntervenors at the PUC on energy efficiency proceedings
since 2001.

And we've seen the utilities in action for
many years. We also saw sone i ndependent programs 49
out of 50 of them save nore energy per dollar than the
utilities. And | think we all need to keep that in m nd
t oday.

Cities and counties are very interested in
getting these funds. | think what you heard in a very
polite way was there was a jail break going on fromthe
utility control, monopoly control, of these prograns. I
was really happy to hear M. Gaines say the utilities

don't plan to conpete with these funds. | kind of doubt
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t hat . | think they tend to be very conpetitive. | do
hope the Energy Conmm ssion does not award any of these
funds to the utilities.

| don't believe they fit with -- the federal
guidelines in the memo said a number of issues that the
utilities really do not comport with most of these on
the |ist.

Somet hing -- the recipients and users
transparent to the public, public benefits of these
funds report fairly accurately and in a tinmely manner.
The utilities just submtted false reports for 2006/ 2007
programs. They have used outdated criteria the CPUC had
forbidden. The CPUC gave them $82 m |l lion projects on
those funds. We have to worry about if these funds are
comm ngled with current prograns are the utilities going
to rake off 12 percent profits for then?

These funds need to be used for authorized
pur poses and not for fraud, waste, error and abuse. The
energy efficiency prograns have been used to fight
public power and community choice efforts. Again, the
competition is brutal when it comes to the utilities.

Funds were awarded in a pronpt, fair and
reasonabl e manner. The utilities' present cycle took 16
mont hs before they would sign their contracts for the
| ocal governments. And then they said, here, we wll
give you half of the money, and you are under our
control . | think what the cities can see now they have

the first opportunity that they've had in years to get
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money directly from the government. And | don't think
they are going to hand it over to the utilities if they
have -- if they know what their opportunities are.

| think the time frame -- and this is noving
so fast that that is the biggest fear | have, the
utilities would be able to grab all the money just

because the | ocal governments and the other parties who

could be using it nuch better will not have an
opportunity to even know about it until it is all over.
But | want to point out on the residenti al

programs that we just saw that PG&E's residenti al
programis only 13 percent of the funds, even though
residential customers contribute 38 percent of public
goods charged funds. Most of the utility prograns are
going to |l andlords, not to the tenants. And nmost of
what they did of course was just, you know, throw ng
compact fluorescent lights to the masses instead of
doi ng the kinds of things that would really cut down on
t he need for new power plants and other resources which
make -- the utilities made 12 percent profit.

So | think that as Californians we really need
to be watchful, and make sure the federal funds are used
as they are intended. And | think for -- this means
that the CEC is going to be a very inmportant in this
i ssue. | know that the Energy Comm ssion was originally
set up in 1974.

COVMM SSI ONER GRUENEI CH: Excuse nme, Ms. George if

| can ask you to wrap it up
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MS. GEORGE: | hope you will be considering how to
assist, provide assistance and oversight in this
process.
COMM SSI ONER GRUENEI CH: Thank you.
Woul d everybody who would |like to speak try to
move down towards the front of the room given the
| at eness of the hour. Thank you.
Again, | ask if you can try to keep it under a
coupl e of m nutes.

STATEMENT OF MR. COUCH

MR. COUCH: Conm ssioner Grueneich, |adies and
gentl emen, thank you. |*"m Patrick Couch, California
Conservation Corps.

As Mark Twain would say, my inability to be
here was greatly exagger at ed.

| just want to say | want to tal k about
anot her opportunity, that is the opportunity to have an
i mpact on the 170,000 young people dropping out of high
school every year. The California Conservation Corps in
conmbi nation with |ocal corps hire about 3,000 young
people. We are positioned to grow.

We have a menorandum of understanding with the
Chancellor's Office to provide training. And | would
just ask that the utilities consider giving their
rat epayers anot her advantage as both training and
enpl oying their young peopl e. That our popul ation,

50 percent do not have high school diploms; but

gqualified supervision, meaningful work, and you turn
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young |lives around. | think this is a huge opportunity
to not only benefit the country on one |evel but every
| evel .
As Van Jones said, the Conversation Corps may
very well be the "first rung of the | adder."
Thank you very nuch.
COMM SSI ONER LEVI N: M. Couch, | want to say that
my first job was in the Youth Conservation Corps, and I
whol eheartedly agree with you. It is very inmportant
st eppi ngstone. Look where | ended up.
MR. COUCH: Thank you
STATEMENT OF MS. ETTENSON
MS. ETTENSON: Hi, my name is Lara Ettenson with

t he Natural Resources Defense Council. Thank you for
this opportunity. | do want to note | did RSVP, but |
didn't have a presentation. Perhaps | fell through the
cracks.

| "' m encouraged to hear all the coordination
efforts, and we | ook forward to participating in
what ever possi bl e.

My main goal today is to introduce the
Coalition. A coalition that is named the California
Green Stimulus Coalition. For any of you that have not
yet encountered our team we are a coalition of dozens
of California's influential and respected organizations
t hat advocate the environment, the econom c justice,
organi zed | abor, community health, a strong workforce

system anong ot her things.
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We are coordinated by the ElIla Baker Center.
We advocated for the greenest, nmost equitable use of the
funds comng to us. We have a number of overarching
principles that include, among other things, investing
in projects that are environmentally sound, that
maxi m ze environmental health and also mtigate any
environmental health risks, the di sadvantaged community.

We al so want to ensure that the stimulus funds
go to creating high-quality jobs that are linked to
strong apprenticeship and workforce education progranms
to those that nmost need those jobs.

We have additional principles that I would be
happy to e-mail to anyone that is interested.

We al so have a number of subgroups, 1ncluding
transportati on, energy, water, conservation, parks and
open space, and green job training. | " m | eading up our
energy team and this coalition that we have al so has
about 15 people on the energy team al one. Our coalition
comes up with energy-specific goals, in particular,

t hose include that insured coordination among all the
di fferent agencies, different funds, and also the
existing inplementation structures.

We al so see a high potential for energy
efficiency in existing buildings in addition to new
construction, and want to increase the enforcenment. All
the while we also have noted in an overarching coalition
principles, we want to ensure that these are creating

energy jobs that are quality and linked to the
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appropriate programs currently existing.

The next step for the coalition includes
devel opi ng actual recommendati ons and projects on the
project, focus and i nmplenmentation strategies that would
hopefully be a guidance and can help for those of you
that are utilizing and al so deploying funds.

We plan to have these available to provide
gui dance during the May 12th date that you noted. W
of fer our coalition as a resource and encourage other
organi zations to join.

Feel free to contact ne. | know many of you
have my contact information. If you call the NRDC
office you can ask for Lara, L-a-r-a.

COVM SSI ONER LEVI N: Repeat your name, you said it
very quickly.
MR. ETTENSON: It is Lara, L-a-r-a, Ettenson at
NRDC. Thank you.
COMM SSI ONER LEVI N: Thank you.
STATEMENT OF MR. BERT
MR. BERT: Bob Bert, Installation Contractors

Associ ati on.

| promse to be extremely brief.

I n answer to Comm ssioner Grueneich's earlier
guestion about the possibility of qualified people, |
can assure you that the coll apse of the housing boom
means that you are going to have qualified contractors
all over California eagerly wanting to join this program

so they can bring back some of the people they' ve laid
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of f.

My other conmment is | want to support the
comment by M. Wheeler on the use of neighborhood
qualification. That has been done briefly in the LI HEAP
Program | believe with great success. It is a splendid
way to, one, reduce overhead, and, two, greatly increase
contractor efficiency.

And | woul d add that considering how great
energy hogs much of our commercial sector is, you could
expand that way past residential and consider doing some
downt own areas in the same way.

Wth that, | concl ude.

COMM SSI ONER GRUENEI CH: Thank you.

Do we have any other speakers?

(No response)

COMM SSI ONER GRUENEI CH: | f not, thank you very
much for your participation this afternoon.

(Wher eupon, at the hour of 3:15, this
all-party hearing concluded.)
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