OF CALIR,
% L
(S %
/7 \!
i
K A
A (@)

ANERGY CoNMISSION

COMMIS

_-----IIIIE[I

Public Interest Natural Gas
Air Quality Research Program
August 3, 2005

Marla Mudller
Technical Lead



Q
“ENERGY COMD 155\0‘3

Natural Gas Research L egislative and Regulatory Background

m Assembly Bill 1002 granted the California Publigliles Commission (CPUC) authority
and discretion to determine appropriate naturafgading levels for low-income, energy
efficiency and public interest R&D activities.

m Public Utilities Code Sections direct the CPUC dtablish a natural gas surcharge for
public policy programs and annually determine thiants “required” to administer and
fund these programs.

m The CPUC issued Order Instituting Rulemaking (R)10-001 on October 3, 2002, to
determine broad policy issues and adopt a long-teamework to implement AB 1002.

m During August of 2004, the CPUC, in Decision 04 designated the California
Energy Commission as Administrator of the Naturak®ublic Interest Research and
Development Program.

m Public interest gas R&D activities are directeddots developing science or technology,
1) the benefits of which [sic] accrue to Califoroitizens and 2) are not adequately
addressed by competitive or regulated entities.

m In addition, the CPUC expects approved R&D projéziseet the following criteria:

— Focus on energy efficiency, renewable technologiesservation and environmental issues
— Support State energy policy

— Offer a reasonable probability of providing bereefd the general public

— Consider opportunities for collaboration and coelung opportunities
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Natural Gas Program Administration and Budget

« CEC will manage daily activities and R&D projeats;luding planning, project
procurement, project accounting and program evaluat

« CPUC will review and approve the annual prograamplfor R&D projects to be
funded

 The CPUC adopted a 2005 (calendar year) Gas R&DQrBm cap of $12 million

 The CPUC also adopted the principle of zero-bdsettjeting for the R&D Program

« The budget can be increased by up to $3 milliaruatly pending identification and
approval of additional R&D projects, to a maximuapof $24 million after four
years. After this period, the CPUC will assessrdasonableness of the funding level,
and the overall R&D program.
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o CEC submitted a 2005 program plan to the CPUCG381104
» The plan was prepared in about two months andwedoan abbreviated planning
process:
» \Working with the utilities on their transition pia
 PG&E had no projects for continuation
« SEMPRA had several projects for continuation
» Collaborating with CPUC staff on what level of @étvas required and process
Issues
« Working with other CEC Divisions and the R&D Contree
 Input and review from the PIER team leads
» Meetings with stakeholder groups (Governor’s &fiGTI, EPRI, LBNL,
PG&E and SEMPRA)
» The Abstract process - received about 170 con¢bpt8/30/04) that were ranked
per CPUC requirements
» The core element of the research plan was setecfithe four research areas for
PINGR
» The Plan was approved by the CPUC on 12/16/04
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On-Going CPUC Requirements
m  Produce annual program report on R&D activities sppending — March 31st
of each year

m  Show CPUC’s Energy Division that projects are penfed in a timely
manner, within a budget and at reasonable cosfustifly program R&D
expendltures

m Close coordination with IEPR/ER
m Stakeholder (public) input to program

m Inform Energy Division if and when any commerciahkefits result from the
gas R&D projects funded through the gas surcharge

m Suggested projects should be provided to the CEGrenEnergy Division by
July 31 of each year for adopting the next annaalR&D program.

m By August 31 of each year, the CEC is to provigheiaritized list of projects
that meet the CPUC’s adopted project criteria tothergy Division.

m  Up to $15 million R&D Plan for 2006 due by Augudt, 2005
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m Air quality implications of NG & LNG
m NG Interchangeability

m Multi-year program
— $3 million year 1

m Advisory Committee
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m Literature review

m |dentify burners to test
— Industrial/Commercial
— Appliances

m Develop test protocols
m |dentify fuel compositions
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m Test burners with NG & LNG blends
— NOx, CO, ultrafine PM and air toxics
— Btu, Wobbe, methane no.

m Combustion modeling — emissions, performance,
safety

m Evaluate indoor & outdoor AQ impacts
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Sacramento, CA 95814

916 654-4313



