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JOINT RESPONSE OF DEMAND RESPONSE AGGREGATORS  
IN SUPPORT OF PACIFIC GAS AND ELECTRIC COMPANY’S  

PETITION FOR MODIFICATION OF DECISION 09-08-027 
 

EnerNOC, Inc. (EnerNOC), EnergyConnect, Inc. (EnergyConnect), Energy Curtailment 

Specialists (ECS), and Comverge, Inc. (Comverge) (Demand Response (DR) Aggregators) 

respectfully submit this Joint Response in Support of the Petition for Modification by Pacific Gas 

and Electric Company (PG&E) of Decision (D.) 09-08-027 (“Petition for Modification”).1  The 

Petition for Modification was filed on April 28, 2010.  This Response is filed and served 

pursuant to Rules 1.14 and 16.4(f) of the Commission’s Rules of Practice and Procedure.2 

I. 
INTRODUCTION 

 
 The purpose of PG&E’s Petition for Modification is to request the following:  

(1) Approval of proposed amendments to two of PG&E’s agreements with Aggregator 

Managed Portfolio (AMP) providers, EnerNOC and EnergyConnect. 

                                                 
1 Comverge has previously been a party to this proceeding, and today filed a motion for party status to reinstate that 
status.  
2 This response is being filed two days in advance of the due date for responses (May 28).  (Rule 16.4 (f).)   
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(2)  Modification of D.09-08-027 to reverse Ordering Paragraph 19, which disapproved 

PG&E’s request to hold a competitive solicitation to obtain additional agreements to 

replace the AMP agreements after their expiration in 2011. 

(3) Modification of Budget Table 24-2 in D.09-08-027 to move the Capacity Bidding 

Program (CBP), an aggregator-only program, into the aggregator category.3 

Together, the DR Aggregators strongly support PG&E’s request to modify Ordering 

Paragraph 19 to permit PG&E to hold a competitive solicitation to obtain additional, new AMP 

agreements.  For the reasons stated in PG&E’s petition and discussed further below, PG&E’s 

proposed competitive solicitation for new AMP contracts is consistent with and supported by 

current market information, will prevent a gap in DR contracts, and will provide certainty for 

PG&E’s resource planning. 

EnerNOC and EnergyConnect further support the amendments to their AMP agreements 

as requested by PG&E in its petition.  The two other DR aggregators joining this pleading (ECS 

and Comverge) take no position on these contract amendments. 

II. 
PG&E’S PROPOSED COMPETITIVE SOLICITATION FOR NEW AMP 

AGREEMENTS IS SUPPORTED BY RECENT CAISO ACTION AND  
WILL FACILITATE DIRECT PARTICIPATION IN CAISO MARKETS. 

 
A.  D.09-08-027 Should Be Revised to Allow PG&E to Hold a Competitive Solicitation to 

Replace Expiring Aggregator Contracts. 
 

The DR Aggregators support PG&E’s request that D.09-08-027 “be revised to allow 

PG&E to hold a competitive solicitation to replace expiring aggregator contracts.”4  When the 

Commission originally denied PG&E’s request to hold a competitive AMP solicitation, the 

Commission also authorized PG&E to propose a similar Request for Proposal (RFP) in the future 

                                                 
3 PG&E Petition for Modification, at pp. 1-2. 
4 Id., at p. 12. 
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“if appropriate based on market conditions.”5 Based on recent actions by the California 

Independent System Operator (CAISO) and the Commission, DR Aggregators believe that 

market conditions are such that it is appropriate for PG&E to seek authority to issue an RFP 

process at this time. 

B.  The CAISO Has Developed Its Proxy Demand Resource That Clarifies the Rules for DR 
To Participate in CAISO Markets. 

 
Market conditions have changed since PG&E filed its Amended Application (A.08-06-

003) in September 2008.  At that time, the CAISO had not completed its design of Proxy 

Demand Resource (PDR), which provides a framework and clarifies the rules for DR to 

participate in CAISO energy and non-spinning reserve markets.  The CAISO has now completed 

its design of PDR, filed PDR tariff language at the Federal Energy Regulatory Commission 

(FERC) on February 16, 2010, and requested FERC approval of PDR by August 10, 2010.6  

The CAISO’s PDR tariff language defines the structure for DR to bid into the CAISO’s 

markets, including: registration of resources, roles and responsibilities of DR providers (DRPs) 

and PDRs, baseline methodology for measuring performance, rules for bidding and scheduling, 

requirements for metering and telemetry, availability and resource adequacy requirements, and 

settlement of DR services provided by a PDR.  Once this structure is approved by FERC, PG&E 

will have final clarification on the rules for DR to participate in CAISO markets and will be 

prepared to issue a new AMP solicitation by the end of the year for products that can be used as 

PDR. 

DR Aggregators agree with PG&E that once FERC clarifies the rules for DR to 

participate in CAISO markets, “business systems and process changes” will be required to 

                                                 
5 D.09-08-027, at p. 119. 
6The CAISO’s February 16, 2010 Tariff Amendment to Implement Proxy Demand Resource Product requested that 
PDR become effective on May 1, 2010.  On April 16, 2010, FERC requested additional information regarding PDR, 
and CAISO’s May 18, 2010 Response to FERC requests a new effective date of August 10, 2010 for PDR. 
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“accommodate retail DR contracts’ participation in the wholesale PDR market tariff.”7  In its 

petition for modification of D.09-08-027, PG&E identified several of these expected changes., 

These include (1) bundling DR resource commitments from AMP DR contracts to align with 

CAISO’s subLAPS, (2) accommodating different measurement, verification, and settlements 

requirements than are currently used for Commission- approved programs, (3) adjusting 

accounting systems to ensure effective locational deployment of DR contracts, and (4) 

potentially integrating aggregator dispatch systems with CAISO wholesale Automated Dispatch 

System commands.8 PG&E can build all these elements into its proposed AMP RFP to obtain 

resources that meet all the requirements to be bid into CAISO’s markets as PDR. 

C.  The Uncertainty Surrounding the Rules and Incentives for Direct Participation by 
Third-Party Aggregators in CAISO Markets is Not Likely to Be Resolved Before the 
Existing Contracts Expire in 2011. 

 
In addition to CAISO’s development of a product to facilitate DR participation in 

wholesale markets, the Commission initiated a new phase, Direct Implementation Phase 4, in its 

DR OIR (R.07-01-041) to identify and resolve implementation issues related to direct 

participation of retail contracts in wholesale CAISO markets through PDR.  The direct 

participation workshops held at the Commission in December 2009 identified a laundry list of 

issues that require resolution. These issues include developing rules to address dual participation 

in Commission-authorized DR programs and CAISO’s PDR, designing appropriate 

communication protocols, and determining if there are additional financial settlements required 

at the retail level.  

However, none of these issues have been resolved, and the Commission has yet to 

establish a clear path-forward for resolving these major issues. This lack of certainty will not be 

                                                 
7 PG&E Petition for Modification at p. 13. 
8 Id., at p. 14. 
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resolved in time for aggregators to make the commitments necessary to change their business 

practices prior to the expiration of the existing contracts.   

The Proposed Decision in R.07-01-041 identifies issues that require resolution before 

direct participation of aggregators into CAISO’s market will be permitted. The date established 

by the Proposed Decision for resolution of outstanding issues is March 1, 2011, yet the Proposed 

Decision defers nearly all issues to “a subsequent phase of this proceeding” or “a subsequent 

proceeding.” 9  There are no additional details provided in the Proposed Decision as to a schedule 

for a subsequent phase or a subsequent proceeding.  

The Proposed Decision would also authorize the IOUs to conduct PDR pilots for 2010 

and encourages the investor-owned utilities (IOUs) to include aggregators in those pilots: 

“IOUs should solicit and incorporate third-party DRPs into their 2010 PDR pilots 
as a way to gain experience with real-time DRP/LSE interaction.”10 
 

  However, there is no guidance provided in the Proposed Decision as to how aggregators 

would participate in the 2010 pilots. Further, the Proposed Decision would prohibit the ability for 

DRPs to participate directly in CAISO’s PDR until resolution of outstanding issues occurs, with 

the pilots being the one exception. The Proposed Decision, therefore, creates uncertainty as to 

when and under what conditions DRPs may participate in PDR in the future.  Even if all 

outstanding issues are resolved by the Commission by March, 2011, DRPs will need to make 

system modifications, recruit customers, and implement the Final Order. That will take time 

beyond 2011 and may make participation in PDR for summer 2011 difficult, if not impossible. 

                                                 
9 R.07-01-041, Proposed Decision, at pp. 18 – 20. 
10 Id., Finding of Fact 3, at p. 19; emphasis added. 
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D.  New Long-Term Agreements with Aggregators Will Provide More Certainty to PG&E 
And to Aggregators. 

 
1.   Long-Term Agreements will provide aggregators and PG&E with more certainty 

for planning purposes.   
 

Long-term agreements with PG&E will provide certainty to both the DR Aggregators and 

PG&E for planning purposes while the rules for DRP participation in CAISO’s PDR are being 

developed.  The existing AMP contracts expire in 2011.  Without an opportunity to bid to 

provide contracts for 2012 and beyond, there will be a gap between when existing contracts 

expire and the time at which the CPUC approves a new RFP process.  If the Commission adopts 

a new RFP process for PG&E now, DR Aggregators can prepare to submit bids and know prior 

to 2012 whether those bids will be accepted.  PG&E will know that they can continue to count 

on AMP contracts to meet resource adequacy requirements for 2012 and beyond.   In addition, 

DR will continue to play an important role in PG&E’s overall resource mix which, per the 

Energy Action Plans, should be considered a priority resource, alongside energy efficiency, in 

the loading order. 

Further, DR Aggregators do not believe that entering into long-term contracts with 

PG&E will diminish the opportunity to participate in PDR once the rules are established.  PG&E 

will be able to bid the AMP contracts, or its other utility DR resources, into PDR, if appropriate 

to provide energy and ancillary services.  The AMP contracts will be developed so as to be 

compatible with the requirements of PDR and to allow dispatch either by the CAISO or PG&E.  

Lastly, DR Aggregators may solicit customers who are not currently registered in a DR program, 

or AMP contract, to participate in PDR directly, once the rules are established.  
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2.   Long-Term Agreements will provide aggregators with the requisite certainty needed 
to commit resources to the California market. 

 
In addition, new long-term contracts with PG&E will provide aggregators with the 

necessary certainty needed to commit resources to the California market. Aggregators receive a 

capacity payment from PG&E in their AMP contracts in order to have a certain amount of 

capacity available to PG&E when called upon.  In exchange, PG&E counts the capacity 

associated with its AMP contracts against its resource adequacy requirement.  The Commission 

has very clear rules as to how resources count for resource adequacy purposes.  However, the 

rules are very unclear as it relates to whether, and under what circumstances, resources that 

participate directly in the CAISO’s PDR will count for resource adequacy.  The Commission has 

not addressed this issue, and the CAISO is deferring the issue until 2011 for implementation in 

2012.11   

Participation in PDR at this juncture means that resources will receive energy and/or 

ancillary services revenue, but not capacity revenue.  Therefore, it is possible that a customer 

currently enrolled in a utility DR program that decides to become a PDR would lose revenue.  

Such a diminishment in revenue may discourage participation in PDR vis-a-vis utility programs.  

DR Aggregators see value in allowing PG&E to issue an RFP for contracts beyond 2012 because 

the rules of participation in the market will not likely be clear until that time, and it is unlikely 

that PDR participation will replace the need for utility contracts until well after 2012, if at all. 

While DR Aggregators look forward to the opportunity to provide new services through 

wholesale energy and ancillary services markets, it is important to remember that, typically, 

capacity markets have been the foundation of robust DR participation in wholesale markets 

across the country.   Given the uncertainty surrounding the rules and incentives for direct 
                                                 
11 The CAISO must respond to a FERC Order directive to include demand resources in its Standard Capacity 
Product (SCP).  The CAISO has determined that it will include demand resource in SCP by 2012. 
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participation by third-party aggregators in CAISO wholesale markets, and the lack of a capacity 

market structure in California, DR Aggregators support the need for continuing to have long-

term agreements with California IOUs. 

The DR Aggregators note that one of the Commission’s bases for denying PG&E’s 

original request to issue an RFP to replace the expiring AMP agreements in D.09-08-027 was the 

uncertainty as to “whether it will be necessary for aggregators to enter into contracts with 

utilities in order to provide DR services to California customers.”12  The DR Aggregators believe 

that while the CAISO’s MRTU market design allows aggregators to bid demand reductions 

directly into CAISO markets as PDR, the lack of resolution on the myriad of implementation 

issues identified in the Direct Participation Phase 4 of the Commission’s DR OIR makes it 

unlikely that rules will be in place to facilitate aggregators bidding directly into CAISO markets 

in the near term. DR Aggregators will continue to be actively involved in the Commission’s 

efforts to resolve the outstanding implementation issues and believe that aggregators are integral 

to the expansion of DR in California.   

However, until these implementation issues are resolved, there will continue to be a high 

degree of uncertainty surrounding aggregators’ ability to directly participate in CAISO through 

PDR.  DR Aggregators believe that new long-term contracts with PG&E will provide the 

certainty needed to continue to commit DR resources to California.  

E.  PG&E’s Proposed Schedule for Obtaining New, Approved AMP Contracts for 2012 Is 
Reasonable as It Allows PG&E to Include the Resulting Contracts in its 2012-2014 
Program Plans and Budgets. 

 
PG&E’s proposed RFP schedule allows PG&E to submit final contracts to the CPUC for 

approval in the second quarter of 2011, with Commission approval of the contracts prior to the 

                                                 
12 D.09-08-027, at p. 117. 
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end of 2011,13 This proposed schedule is consistent with the three-year DR program and budgets 

cycle and would allow PG&E to include the contracts resulting from this RFP in its 2012-2014 

DR program plans. DR Aggregators agree with PG&E’s request that it not be required to wait 

and submit a new RFP request as part of its 2012-2014 portfolio: 

“Requiring PG&E to submit a new request to hold a competitive solicitation when 
PG&E files its application for the 2012 to 2014 portfolio . . .  will by necessity 
create a gap in program participation for 2012. This creates a significant potential 
deficit in resource adequacy resources planned for 2012 as well as potential 
impacts to PG&E’s Long Term Procurement Plan. The resources may be needed 
to help mitigate system emergency or price spikes in 2012, but they may not be 
available if the solicitation is not issued in 2010, given the amount of time it takes 
to prepare and hold the solicitation, evaluate bids, meet with bidders, negotiate 
agreements, then seek and obtain Commission approval.”14  
 
The goal is for PG&E to have AMP agreements in place that will be designed to bid into 

CAISO’s energy and non-spinning reserve markets as PDR in 2012. Due to the uncertainties 

resulting from the outstanding issues before the Commission, DR Aggregators believe that it is 

unlikely that there will be meaningful participation n PDR until 2012, and possibly beyond that, 

depending on the capacity issues and SCP. These realities support PG&E’s request to issue an 

RFP in 2010 to obtain new, approved contracts for 2012. DR Aggregators find PG&E’s proposed 

schedule to be reasonable. 

F.   If PG&E’s Proposed RFP is Not Approved, There May be Significantly Less DR in the 
Market When the Existing Contracts Expire in 2011. 
 

Existing AMP contracts expire at the end of the summer 2011 DR season.  If the 

Commission denies PG&E’s request to issue an RFP in 2010 to obtain new, approved contracts 

for 2012, there could be significantly less DR in the market when the existing AMP contracts 

expire in 2011. Not only would this leave a gap for 2012 in PG&E’s program plan, but it could 

place aggregators in a very tenuous position.  
                                                 
13PG&E Petition for Modification, at p. 16. 
14 Id., at p. 16. 
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With no contracts in place beyond 2011 and no final rules established for direct 

participation of aggregators in CAISO markets, California could lose the valuable AMP DR that 

is such an important part of PG&E’s portfolio. Like any market participant, aggregators need to 

be able to plan for such significant changes as are required to implement PDR. Without the 

certainty that comes from long-term contracts and robust wholesale markets, it is much more 

difficult to justify committing resources to California.  The DR Aggregators encourage the 

Commission to approve PG&E’s 2010 AMP solicitation.  

III. 
ENERNOC AND ENERGYCONNECT SUPPORT PG&E’S PROPOSED  

CONTRACT AMENDMENTS BECAUSE THE CHANGES WILL INCREASE  
DEMAND RESPONSE, IMPROVE THE BASELINE METHODOLOGY, AND  
ALLOW CUSTOMERS TO PARTICIPATE IN MULTIPLE DR PROGRAMS. 

 
A.   EnerNOC and EnergyConnect Support PG&E’s Proposed Contract Amendments. 
 

EnerNOC and EnergyConnect support PG&E’s proposed contract amendments.  These 

contract amendments should be approved because they: 1) increase the amount of cost-effective 

DR available to PG&E; 2) improve the baseline methodology, consistent with the Commission’s 

policy established in D.09-08-027; and 3) allow customers to participate in multiple DR 

programs, consistent with the Commission’s policy established in D.09-08-027. 

1.   PG&E’s Proposed Amendments to the EnerNOC and EnergyConnect Contracts 
Will Increase the Amount of Cost-Effective DR Available to PG&E. 

 
PG&E analyzed the cost-effectiveness of the proposed amendments to the EnerNOC and 

EnergyConnect contracts, and its Petition for Modification demonstrates that they are each cost-

effective, as determined by using the DR cost effectiveness evaluation framework.15 This 

framework requires the utilities to evaluate DR programs and contracts using the four Standard 

Practice Manual (SPM) tests: Participant Perspective, the Ratepayer Impact Measure, the Total 

                                                 
15 PG&E Petition for Modification, at footnote 8, p. 8. 
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Resource Cost (TRC) Perspective, and the Program Administrator Cost (PAC) Perspective. To 

apply the SPM tests for this cost-effectiveness analysis, PG&E updated its cost-effectiveness 

model from what was used in the original AMP filing for the EnerNOC and EnergyConnect 

contracts. This update included: 

“. . . updated ex ante load impacts as reported to the CPUC in 2010 under the 
protocols for estimating ex ante load impacts for DR programs, as adopted in 
D.08-04-050 . . . [and] an updated calculation of avoided generation capacity 
costs and avoided energy costs using more recent forward market prices.”16  
 
In Tables 1 through 4 of the Petition for Modification, PG&E demonstrates that the 

updated benefit-cost ratios and net present values of both agreements are higher compared to the 

original applications.17 In addition, under the proposed amendments, PG&E will continue to pay 

the energy and capacity prices approved by the Commission in D.07-05-029. Thus, the proposed 

amendments are each cost-effective and will increase the amount of cost-effective DR available 

to PG&E, consistent with the Energy Actions Plan’s loading order preference for cost-effective 

DR resources.18 

2.   PG&E’s Proposed Amendments to the EnerNOC and EnergyConnect Contracts 
Improve the Baseline Methodology. 

The existing baseline in both the EnerNOC and EnergyConnect contracts uses the 3-in-10 

day methodology, which calculates the baseline for determining performance using the 3 highest 

energy use days in the past 10 similar days.  This is currently done on a portfolio basis.  

In D.09-08-027, the Commission updated and improved the baseline methodology for all 

utility programs by calculating baselines at the individual customer level for all customers, by 

approving an optional day-of adjustment factor that increases the accuracy of any baseline and 

accounts for load variations, and by excluding the hour immediately prior to an event from the 

                                                 
16 Id., Exhibit C, at p. 3. 
17 Id., at pp. 9-11. 
18 Id., at p. 7. 
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day-of adjustment calculation to allow early curtailment. These changes increase the 

transparency and allow customers to determine and verify their baseline load profile and load 

reductions.  These changes are significant improvements to PG&E’s DR programs, and adopting 

this same Commission-approved baseline for the EnerNOC and EnergyConnect contracts will 

maintain consistency for customers participating in both AMP contracts and PG&E DR 

programs.  

3.   PG&E’s Proposed Amendments to the EnerNOC and EnergyConnect Contracts 
Allow Customers to Participate in Multiple DR Programs, Consistent with the 
Commission’s Policy established in D.09-08-027. 

 
One of the proposed modifications to the EnerNOC and EnergyConnect contracts is to 

delete existing limitations on customers’ simultaneous participation in multiple DR programs, 

consistent with the Commission’s policy adopted in D.09-08-027.  In adopting the new multiple 

participation rules, the Commission concluded that these rules are: 

“reasonable and consistent with the Commission’s policy of encouraging cost 
effective demand response activities“19 and “further [the Commission’s] goal of 
increasing the amount of demand response available at times of peak load . . .”20 

 
These rules expand the ability of customers to participate in DR by allowing customers to 

participate in more than one demand response program or tariff at a time. This will increase the 

amount of peak load reduction that can be achieved through DR. PG&E’s proposed contract 

amendments will align the EnerNOC and EnergyConnect agreements with the Commission’s 

multiple participation policy established in D.09-08-027.  

B.  PG&E’s Proposed Amendments to the EnerNOC and EnergyConnect Contracts Should 
Be Approved on an Expedited Basis to Increase Certainty for PG&E and its Customers. 

  
EnerNOC and EnergyConnect request that the Commission approve PG&E’s proposed 

contract amendments on an expedited basis to increase certainty for 2010 and 2011. The 
                                                 
19 D.09-08-027, at p. 154. 
20 D.09-08-027, at p. 155. 
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proposed amendments include additional capacity for PG&E beginning in May 2010 and 

implement the Commission-approved baseline methodology and multiple program participation 

rules. It is important for PG&E to be able to count on the additional capacity for its near-term 

planning purposes.   

It is also important for customers to have the new baseline methodology and multiple 

participation opportunities defined and in place prior to the first DR event of 2010. The new 

baseline methodology allows an individual customer’s load drop to be accurately quantified, 

which is critical to measuring each customer’s actual performance during an event. It is also 

important for customers to understand their program options, as clarified by the proposed 

amendments to the multiple participation language in the contracts, prior to a 2010 DR event.   

Finally, as the respective contract expansions will expire with the contracts in 2011, 

expedited approval of the contract expansions would allow PG&E to count upon the increased 

capacity for as much of the remaining contract term as is possible.  For these reasons, EnerNOC 

and EnergyConnect request that the proposed contract amendments be approved on an expedited 

basis to allow implementation for summer 2010. 

IV. 
CONCLUSION 

 
The DR Aggregators strongly support PG&E’s request to modify Ordering Paragraph 19 

of D.09-08-027 to permit PG&E to hold a competitive solicitation to obtain additional, new 

AMP agreements.  PG&E’s proposed competitive solicitation is consistent with and supported 

by current market information, will prevent a gap in DR contracts, and will provide certainty for 

PG&E’s resource planning. DR Aggregators also support PG&E’s proposed schedule for 

obtaining new, approved AMP agreements for 2012. The proposed schedule allows PG&E to 
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include the resulting agreements in its 2012-2014 program and budget plans and ensures that 

there will be DR in the market when the existing contracts expire in 2011. 

EnerNOC and EnergyConnect further support the amendments to their AMP agreements 

because the amendments will increase the amount of cost-effective DR available to PG&E, 

improve the baseline methodology, and allow customers to participate in multiple DR programs, 

consistent with the Commission’s policy established in D.09-08-027. EnerNOC and 

EnergyConnect request that the Commission approve the proposed contract amendments on an 

expedited basis to increase certainty for PG&E and its customers. 
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Commission’s Rules of Practice and Procedure and with additional service by U.S. Mail of hard 

copies to Assigned Commissioner Grueneich and Assigned ALJ Hecht, at San Francisco, 

California.  

 Executed on May 26, 2010, at San Francisco, California. 
 
 
 
       /s/ SARA STECK MYERS   
                        Sara Steck Myers 
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