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The white paper provided by the University of Chicago economists provides feedback to
staff in order to assist them in finalizing the Fuel Delivery Temperature Study report.
Similar to Mr. Murphy's workshop presentation, the authors break down the “hot fuel”
issue into three sections: changing the unit of measure, the information effect of ATC,
and who pays the costs and how and when do they pay? Each section is discussed
independent of the others, and their information effect of ATC discussion is heavily
technical in economics and expands on Appendix R.

Average Temperature and the Impact of ATC: Changing the Unit of Measure

The economists argue that a switch to ATC is a unit conversion where there no
“revenue shift occurs” since retailers do not need to “recapture” any revenue because
there is no “potential benefit” for consumers from a change in the unit of measure. By
changing the unit of measure no “potential benefit” exists since the retailer's cost of
filling the tank does not and will not change. Independent of their other two sections,
their point is well taken and this issue was discussed during the December Committee
workshop along with previous workshops.

Variation in Fuel Temperature Over Time and Between Retailers: The information
Effect of ATC

This section addresses the cost to society when there are differences in temperature of
dispensed fuel for different transactions. Their calculations looked at the social costs
from differences in fuel temperature over time and across regions. The authors made it
clear that ATC would have a potential benefit of price transparency if it allowed
consumers make better decisions on the quantity of fuel purchase or purchasing
location of their fuel. The authors describe the information asymmetry problem by
stating that consumers may overvalue fuel in warmer climates and that consumers may
overvalue the fuel sold by retailers offering warmer fuel (purchasing more than the
efficient amount from them), and undervalue the fuel sold in colder climates and by
those retailers offering cooler fuel (purchasing less than the efficient amount from them).

They agree with the reports approach of using a deadweight loss calculation to measure
the overall social cost from purchasing decisions that are “distorted” by incomplete
information. They present a figure similar to the figure presented in Appendix R along
with deadweight loss formulas that have more economic components unlike the more
geometric approach presented in Appendix R. Extra components included in the
formulas were: own price elasticity of demand, pass-thru rate, and the variability of both
information effects of ATC. Their approach differs from the staff reports calculations
that measured the social costs from the average temperature differential from the
reference temperature.




Their upper bound total calculation of $300,000 for the deadweight loss is substantially
lower than the $3.2 million dollar value presented in the report. The primary cause for
their lower value is the inclusion of an own price elasticity of demand of 0.2. Using their
formula, the more inelastic a good is or the less responsive consumers are to price
changes then the smaller the deadweight loss.

Who Pays the Costs of ATC? How and When Do They Pay?

They also argue that it does no matter where the retailer raises prices to recapture
costs, consumers will still pay. The authors point out that by having “fixed” costs
occurring all in the initial year in Tables 7 & 8 is economically incorrect, and that
spreading fixed costs over the entire time period is more accurate approach. They
provide a formula to assist staff in calculating annual costs.




Nick Janusch’s Notes
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SUMMARY OF TRANSPORTATION COMMITTEE ACTIONS
February 13, 2008

Review of Minutes — Rosella Shapiro

The Committee approved the minutes from the January 2, 2007, Transportation
Committee Meeting.

Legislative Update — Mike Smith
Nothing to report.
Tire Efficiency — Ray Tuvell

The staff informed the committee that following the passage of the Federal energy
legislation on December 19, 2007 that includes a provision directing the National
Highway Traffic Safety Administration to develop a Federal tire efficiency program,
the tire industry appears to be taking an adversarial position relative to the California
tire program. The staff advised that a lack of cooperation by the tire industry could
result in significant delays to the program. The committee requested that staff
schedule a special committee meeting to discuss this matter. This meeting has been
scheduled for March 7 at 2:00pm in the 2nd Floor conference room.

Advanced Natural Gas Tank Project Briefing — McKinley Addy

Nothing submitted.
Status Update on AB 868 Fuel Delivery Temperature Study — Gordon Schremp

Gordon Schremp provided the Committee members with a status report on activities
associated with AB 868. The recent interim Meeting of the National Conference of
Weights and Measures included a presentation by CEC on their study. The
attendees at the meeting decided to delay any national findings or decisions
concerning Automatic Temperature Compensation (ATC) at retail stations until after
the CEC has completed their study. More recently, the CEC has also been informed
that a retail chain has decided to defer their decision to voluntarily install ATC devices
at some locations in Southern California until after the CEC report has been
completed.

The Committee was requested to consider the staff's suggestion that a Committee
Workshop be conducted in early September and a Committee Hearing in late October
as the preferred sequence of public proceedings. The staff will work with the
Committee members to obtain their agreement and identify exact dates that will work
best for everyone’s schedule.

Summary
5/29/2008




SUMMARY OF TRANSPORTATION COMMITTEE ACTIONS

August 13, 2008

1.  Review of Minutes — Mike Smith

The Committee approved the minutes from the July 16, 2008, Transportation
Committee Meeting.

2. Legislative Update — Marni Weber

AB 109 (Nufiez) was amended again on August 8, 2008. The latest amendments
provide that the Advisory Board for the Alternative and Renewable Fuel and
Vehicle Technology Program may be consulted for the annual investment plan
update rather than being required to-meet annually. Commissioner Douglas noted
that the environmental community may object to this change and the bill may be
amended again.

SB 1240, Senator Kehoe's low carbon fuél bill, has been gutted and now contains
language by Senator Machado related to real estate brokers and salespersons.
The Energy Commission will no longer track this bill.

Mike Smith, Peter Ward, and Marni Weber met with Assembly member

Guy Houston and some of his constituents to discuss biofuels. The constituents
wanted information on programs that may assist them in a venture to produce and
purchase feedstocks for biofuels, as well as issues related to transportation and
infrastructure for biofuels.

3. Follow up on DynaSim Project Status Update -- Mike Smith

Staff provided the Transportation Committee with an updated status on DynaSim,
highlighting activities performed in July including the kick-off meeting, requirements
gathering, review of the development schedule, and evaluation of equations
representing the public transit demand sector. Additionally, staff requested
approval to bring the first amendment to the software development contract to the
September 10, 2008 Business Meeting. The amendment separates the project's
early single design document into five separate documents delivered throughout
the project and does not result in a change to overall project cost, schedule, or
scope. The Committee approved the item to proceed to the Business Meeting and
the Committee agreed the amendment could be a consent item with further
Executive Office discussion. Staff, Malachi Weng-Gutierrez, was present to answer
any questions Committee might have.




4. Follow up on AB 118 — Mike Smith

Staff, Peter Ward, presented an update of the AB 118 Program to the Committee.
Staff is completing a revised Schedule for both the Investment Plan completion
and adoption by the Commission, and for the Regulations for AB 118, both on a
single schedule for the next four months. The Draft Analytical Framework for
AB118 Allocation will be discussed with Commissioners and Advisors next week
(August 19 at 1:00 p.m.); and then further refined. Staff is now working with several
. alternative fuel stakeholder working groups to update the "Storylines" information
used in the AB 1007 Alternative Fuels Plan development, and this updated
information will be provided to Gerry Bemis for his 'back casting effort’, and for the
Gap Analysis that will be prepared by TIAX by August 29. The September 2, 2008,
Advisory Committee Conference Call will be noticed, with a proposed agenda
addressing the components of the Draft Investment Plan, including an outline for
the Investment Plan and revised schedule for its completion. The Call will be held
in Hearing Room A at 10:00 a.m., since it is already reserved, and Advisory
Committee members, stakeholders, and the public may attend in that room.

7

Jim McKinney reported that the first Sustainability Working Group meeting would
be held August 15. The multi-stakeholder working group was created to provide an
additional forum for stakeholders to discuss sustainability proposals from staff, and
to enable staff to learn directly from producers how current production and
distribution practices would be affected by the sustainability proposals. The
working group will be an on-going forum for sustainability discussions that will
continue past the regulatory phase, through the Implementation Plan and initial
Solicitation. The group was formed at the direction of the Transportation
Committee. Commissioner Douglas encouraged staff to consider sustainability
goals as a starting point both for project screening criteria and for the allocation of
some AB 118 funds to benefit California’s natural environment. Staff and
Commissioners discussed establishing a sustainability funding category for the
purpose of funding projects that would promote sustainable practices and a better
understanding of sustainability.

5. Proposed Co-Sponsorships — Mike Smith

A. Southern California Clean Vehicle Technology & Expo, October 2008 in
Ontario, California -- $4,950 — Pilar Magana

Staff briefed the Committee to inform them of an upcoming conference in
Ontario, called the Southern California Clean Vehicle Technology Expo (Expo).
The Energy Commission will sponsor the event for $4,950, and will be grand
exhibitors at the conference. The Expo will bring fleet owners, government
officials, and original equipment manufacturers (OEMs) under one roof to
discuss current and future projects and opportunities to help California make
the transition to cleaner vehicle technologies. Pilar Magana was present to




answer any questions Committee might have. The Committee has approved
this item.

B. Lake Arrowhead Transportation/Land Use/Environmental Symposium, October
2008, Lake Arrowhead -- $2,000 ~ Bill Pfanner

Staff recommended to the Committee that the Energy Commission co-sponsor
the Lake Arrowhead Transportation/Land Use/Environmental Symposium again
this year, for a total of $2,000. The symposium will be held in October 2008.
The conference will explore the links between transportation systems, local
land use issues, and global climate change considerations. Bill Pfanner was
present to answer any questions Committee might have. Committee approved
this item.

C. Border Energy Forum Conference, October 23-24, 2008, Monterrey, Nuevo
Leon, Mexico -- $3,000 — Alan Argentine

Staff recommended to the Committee that the Energy Commission co-sponsor
the Border Energy Forum in the amount of $3,000. This annual conference will
be held on October 23-24, 2008, and will feature energy policy and business
development topics in the 10 border states of the United States and Mexico.
The Committee approved this item, )

Follow up on AB 868 — Mike Smith (Jim Page)

Staff briefed the Committee on the progress of the AB 868 Fuel Delivery
Temperature study and requested an extension of the deadline for completing the
final report. The extension became necessary when staff encountered difficulties
obtaining fuel dispenser make and. model data for a sufficient number of service
stations to extrapolate the costs of implementing a program of automatic
temperature compensation for the whole state. Staff has proposed a remedy that
requires more time spent obtaining sufficient data, which results in a delay of six
weeks beyond the legislated deadline for delivery of the final report but will ensure
more accurate findings. Some discussion followed on how information from the
study might be used in legislative proceedings. With staff's proposed revised
schedule, the draft report for the Committee hearing would still be available to
legislators and the Governor's office prior to the new year. The Committee
approved taking the matter to Assembiyman Davis to provide him with a status
report on the work and determine whether he would accept a delay in the
completion of an approved final report. Jim Page was present to answer any
questions Committee might have.
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SUMMARY OF TRANSPORTATION COMMITTEE ACTIONS

January 7, 2009

Review of Minutes — November 18, 2008, minutes have already been reviewed and
posted.

Legislative Update — Chris Marxen — No report given.

AB 868 Fuel Delivery Temperature Workshop and Report - Gordon Schremp

Gordon Schremp, Senior Fuels Specialists, briefed the commissioners on the
current status of AB 868 Fuel Delivery Temperature Study and the finalization of the
report for the February 11 business meeting. His status report mentioned that there
have been maodifications to the report including editorial changes and changes in
cost estimates. These modifications did not change the empirical results of a net
cost to society for all options. Gordon provided handouts summarizing the options
for the commissioners and the submitted comments from the workshop. Citing the
legislation, Gordon asked the commissioners for a recommendation for automatic
temperature compensation. Commissioner Boyd asked that we have a meeting on
this topic Friday morning with AB 868 staff, Mike Smith, both Commissioners, et al.

.. Advisory Committee Meeting on January 8, 2009 — Peter Ward

Mike Smith presented the item on the AB 118 Investment Plan and the Advisory
Committee Meeting the following day. ltems that were discussed were the
scheduling of staff workshops on the Investment Plan in four locations within the
state: San Jose, Fresno, and two different areas in the eastern and western parts of
the Los Angeles basin. A February Business Meeting will be scheduled for Energy
Commission approval of the Investment Plan.




