


c. PG&E Solar Schools Program’®

PG&E'’s award winning Solar School Program introduces K-12 students to the value of
alternative energy by providing a 1kW solar installation and supplementary solar education and
training to teachers. Each solar installation has a live data collection system that contributes to
the education value of the system by providing generation information to anyone with web
access. As part of this Collaboration, PG&E will provide technical assistance to the City of
Novato and the Novato Unified School District with the goal of having 10 Novato public school
sites apply for the solar schools program by 2012.

d. PG&E’s 500MW Solar Program’

In February, PG&E announced plans for a five-year program targeted at developing 500MW of
solar photovoltaic power, including 250MW of utility-owned solar, primarily located at
substations and other utility property. The remaining 250MW would be developed by third
parties throughout the service territory, with the power sold to PG&E at the same price as the
utility-owned projects, and subject to a capped 50 MW solicitation process each year. This latter
program component targets ground or roof-mounted projects from 2-20MW. PG&E will assist
the City of Novato in identifying specific sites for potential qualifying third party projects. Projects
developed through this program will be offered a standard contract and streamlined review.

Through the aforementioned suite of programs, PG&E estimates that between 3,300 MWh and
6,700 MWh of energy can be generated by solar, leading to average GHG reductions of 1,250
metrics tons per year from 2010-2020 and a reduction of 1,700 metric tons in 2020.

4. Community-based Renewable Energy Facilities

PG&E will partner with Novato to identify and develop community-based renewable energy
projects tailored specifically for Novato’s existing electricity customers, including solar
photovoltaic (PV) and other distributed generation, such as solar, biomass, and methane
capture from dairy and landfills. (See Collaboration element three above for a discussion of
solar energy projects.)

PG&E will assist Novato with the Small Renewable Generator (SRG) Program. In particular,
PG&E has simplified the procurement process for small entities wishing to sell renewable
energy to PG&E. PG&E has developed a standard, short form contract for entities generating up
to 1.5MW of renewable energy. Under this contract, the customer can choose to sell all, or a
portion of their output to PG&E for a contract term of 10, 15 or 20 years. Each contract has an
individual price schedule as determined by the CPUC.

The projected reduction in greenhouse gases from this Collaboration element is being
evaluated.

5. Green Electricity

Under the Green Electricity Program, PG&E customers could voluntarily choose to have PG&E
procure up to 100% renewable energy to serve their needs. PG&E is currently in the process of
defining the parameters of this option, but anticipates that it initially will be comprised of
Renewable Energy Certificates (RECs). Depending on the enroliment levels in specific areas
such as the City of Novato, PG&E could use the proceeds to develop local renewable projects

2 PG&E Solar Schools Main Page: hitp://www.pge.com/about/environment/pge/solarschools/
8 PG&E, Feb. 24 2009: http://www.pge.com/about/news/mediarelations/newsreleases/q1 2009/090224.shtml
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to serve Novato customers. The program would require approval by the CPUC, which PG&E
believes could be obtained within 6- 9 months after PG&E and the City adopt the program.

Table 4 below estimates annual enroliment for a Green Electricity element as a percentage of
total electric sales. These numbers are used to develop an estimate of the amount of “green”
energy procured on behalf of Novato customer due to their enroliment in the proposed Green
Electricity Plan. A higher long-term goal could be developed after consultation with the City.

Table 4
Estimated Green Electricity Enroliment by Customer Class
Green Electricity Future Enroliment 2011-2015 | 2016-2020
Residential Enroliment 2.00% 3.00%
Commercial Enrollment 1.00% 1.50%
Industrial/Agricultural Enroliment 0.50% 0.75%

Based on these enrollment levels, PG&E estimates that between 3,800 MWh and 7,100 MWh of
green energy will be procured on behalf of Novato customers, reducing average annual GHG
reductions of over 900 metric tons from 2010-2020 and a reduction of over 1,125 metric tons in
2020.

6. Sustainable Community Policies and “Green” Building Codes and Standards

An aggressive codes and standards program element would include training local government
staff with code compliance, and developing and implementing certification programs for local
inspectors and contractors.

PG&E will support the City of Novato in developing and advocating for improvements to building
codes and standards, including BERST, through its statewide codes and standards program. In
addition, PG&E will work with Novato staff directly to identify and potentially develop Novato-
wide codes and standards that reflect Novato’s specific demographic, usage, and economic
characteristics.

Unlike other facets of PG&E'’s traditional energy efficiency portfolio, compliance with codes and
standards can be made mandatory, driving penetration, maximizing energy savings, and
hastening market transformation to support efficient technologies.

PG&E will work with City staff to:

Assess the potential benefits and costs of proposed costs and standards

Set cost-effective standards, using PG&E and City data

Train local government staff for code compliance

Develop and implement certification programs for local inspectors and contractors.

PG&E also will provide technical assistance for the California Air Resources Board Local
Government Toolkit, which provides a number of action areas for climate change. These broad
action areas extend beyond sustainable communities and include developing customized plans
for reducing climate and local air pollution, climate calculators, and financial incentives.

PG&E estimates an average of 3,750 MWh of energy savings to be achieved through

reductions due to codes and standards, leading to average GHG reductions of 900 metric tons
per year for the period from 2010-2020 and reductions of 2,200 metric tones in 2020.

13



7. Combined Heat and Power

Combined Heat and Power can provide enhanced reliability for essentlal services such as
hospitals while reducing GHG emissions. CHP has the potential to reduce GHG emissions by
meeting the thermal and electric needs of a facility while requiring less fuel input than if those
needs were met separately. PG&E will provide technical assistance to Novato in support of
cost-effective CHP by utilizing gas usage data to identify suitable development opportunities.
PG&E foresees development opportunities in a number of locations and industries throughout
Novato including the Novato Sanitary District, Novato Unified School District, local hospitals, as
well as other municipal facilities.

CHP studies and a preliminary examination of Novato facilities has identified more than 1.5MW
of efficient CHP, leading to a GHG reduction of approximately 1180 metric tons in 2020.

8. ClimateSmart
ClimateSmart is a voluntary program that helps customers balance out their home or business

greenhouse gas (GHG) emissions through environmental conservation, and restoration and
protection projects. The ClimateSmart premiums support projects such as forest restoration and
methane gas sequestration that reduce or absorb GHG emissions. This tax-deductlble addition
to a monthly PG&E bill is estimated to cost around $5 a month for the typical home.*

As illustrated in Table 5 below, customers throughout the City of Novato have been active
participants in the ClimateSmart program, with a significant increase in participation from 2007

to 2008.

Table 5

2007 and 2008 ClimateSmart Enroliment for the City of Novato
Year Customer Class Gas Usage (Thm) Electric Usage (kWh)
2007 | PG&E Facilities® n/a 9,281
2007 Residential 11,885 147,358
2007 Total 11,885 156,639
2008 Sm/Med Comm. 489 177,855
2008 PG&E Facilities n/a 18,718
2008 Residential 79,611 1,060,568
2008 Total 80,111 1,257,141

A conservative estimate of annual growth in ClimateSmart enroliment through 2020 results in
the enroliment figures in Table 6.

4 Through 2009, the ClimateSmart rates are as follows:
o Electricity: $0.00254 per kilowatt-hour

e Natural Gas: $0.06528 per therm.
5 All PG&E-owned office and maintenance buildings are enrolled in the program, committing more than $1.5 million in

shareholder funding to ClimateSmart projects.
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Table 6
Future ClimateSmart Enroliment by Customer Class for City of Novato

2009/2010 | 2011-2015 | 2016-2020
Residential ClimateSmart Enrollment 1.00% 1.75% 1.25%
Small/Medium Commercial ClimateSmart 0.75% 1.25% 1.00%
Enroliment '

Given the enroliment rates specified above, ClimateSmart could result in electric offsets totaling
between 1,200 and 1,500 MWh and natural gas offsets of 80,000-90,000 therms per year
through 2020. ClimateSmart enroliments at this rate would result in 900 metric tons of GHG
offset per year through 2020.

9. Solar Hot Water

An expansion of solar hot water projects in Novato provides a sound opportunity for reducing
natural gas consumption and greenhouse gases. PG&E will work with the City of Novato and
solar installers to identify the best candidate customers for solar water heating systems. These
include virtually any entity that requires hot water, such as restaurants, health facilities, farm
operations, and others.

The projected reduction in greenhouse gases from this program element is being evaluated, but
we believe that it is significant.

10. Plug-in Hybrid Charging Stations

PG&E will work with Novato planning staff to identify potential plug-in sites and will review those
sites in relation to PG&E’s distribution system in preparation for PHEV development and
deployment. PG&E will also partner with the City to secure funding for electric vehicle charging
stations via AB 118 and any federal stimulus package.

The long-term projected reduction in greenhouse gases from this program element is still being
evaluated, but we believe that it is significant, particularly since the majority of greenhouse
gases in Novato results from transportation.

11. Smart Meters
Will provide customers with detailed information on exactly how much energy they are using
and when they are using it.

The projected reduction in greenhouse gases from this program element is being evaluated.

12. PG&E RPS-Eligible Renewable Supply

On average, more than 50 percent of the electricity PG&E now delivers to its customers comes
from generating sources that emit no GHG. In 2009, PG&E expects about 14% of its delivered
energy mix to be from RPS eligible resources. PG&E has already executed contracts for
renewable energy deliveries in excess of 20% of its retail load. While it will not be easy to
achieve the 20% RPS requirement, given the challenges associated with permitting,
transmission capacity and financing, PG&E is fully committed to working to achieve this goal.
PG&E will continue to pursue every means to increase eligible renewable resource
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procurement, including general solicitations, bilateral negotiations, and further exploration of
potential utility ownership. The table below shows a sample of the recent renewable energy
projects for which PG&E has contracted.

Table 7
Recent PG&E Renewable Energy Contracts
Project MW Technology | On-line
Liberty Biofuels McCarthy Family Farms 5-10 Biofuels Dec-09
Newberry 60-120 Geothermal Jan-10
Wadham 26 Biomass Jan-10
IAE Truckhaven 49 Geothermal Jul-10
SunPower 250 PV Dec-10
Ausra 177 Solar Thermal | Jan-11
Solel 553 Solar Thermal | Jan-11
Eviva (San Joaquin Solar) 106 Solar / Biofuels | Jun-11
First Solar 550 PV Dec-11
Bright Source 1310 Solar Thermal | Jan-12
Bio_Energy LLC TBD Biogas TBD
Microgy TBD Biogas TBD
Total 3350 MW

Based on projections made in the 2007 Long Term Procurement Plan, PG&E projects a
reduction in its certified emissions rate to approximately 300 lbs CO, per MWh by 2020,
resulting in an overall emissions reduction in Novato for electricity of 9,700 metric tons per year
in 2020 and an average of 4,800 metric tons for the period from 2010-2020. With a higher
Renewable Portfolio Standard, these reductions would be higher.

13. AB 811 or Comparable Low Interest Energy Efficiency and Renewable Energy Loans for
Novato Residents and Small Businesses

PG&E will work with the City Council and local Marin banks to implement a pilot AB 811 or
comparable energy efficiency and renewable low-interest energy loan program for residents and
small businesses in Novato. The program will be coordinated with PG&E'’s existing energy
efficiency and renewable energy rebate and retrofit programs discussed above, and will seek a
stable source of funding for zero- or low-interest loans and “one-stop shopping” for loan
processing in order to incent energy efficiency and renewable energy improvements that deliver
net benefits to Novato residents and businesses. Where appropriate and efficient, Novato and
PG&E will coordinate the AB 811 program with other similar programs in the County and Bay
area that provide comparable or greater benefits and efficiencies.

We believe that our Collaboration Proposal provides a pathway for Novato to meet its climate
change objectives faster, cheaper and with better results without exposing itself, the City, our
customers and taxpayers to the uncertainty and risk of a Community Choice Aggregation
scheme.
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Once again, thank you for the opportunity to develop this alliance with the City of Novato. We
look forward to its implementation at the earliest possible date. As always, please don’t hesitate
to contact me with any questions.

Sincerely,

JOSHUA TOWNSEND
Manager, Public Affairs

Cc: Mayor Jim Leland, Hon. Madeline Kellner, Hon. Carole D. Knutson, Hon. Jeanne
MacLeamy
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