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UNI DENTI FI ED SPEAKER: Thank you,
M. President. I respectfully request Senate Bil
Nunber 124 be given its third and final readi ng and
brought before the Senate for its consideration.

THE PRESI DENT: Madam Readi ng d erk,
for purposes of consideration by the Senate, could
you pl ease read Senate Bill Nunber 124 by title
onl y?

MADAM READI NG CLERK: Senat e Bil
Nunber 124, sponsored by Senator Deluca,
Representative G lligan, and others: An act to
anend Title 26 of the Del aware Code relating to
Del awar e' s Renewabl e Energy Portfolio Standard and
Del awar e Manuf actured Fuel Cells.

M. President, that conpletes the
readi ng of Senate Bill Nunber 124 by title only.

THE PRESI DENT: Senate Bill Nunber
124 i s before the Senate. Senat or Deluca.

SENATOR DELUCA: Thank you, M.
Pr esi dent. Senate Bill 124 is an accunul ati on - -
it's actually enabling legislation, and it's the
result of over a year's work with Bloom the State
of Del aware, and University of Del aware on behal f of

the adm nistration to bring together a partnership
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in the State of Del aware.

The conpany has agreed to | ocate a
manuf acturing facility here in Del aware to produce a
fuel cell product, provide 800 jobs, with the
possibility of those nunbers, wth suppliers and
ot her agencies nobving in, to go to around 1, 500
j obs.

It's a uni que opportunity that we
have here in the state. W tried to give everyone
sone expl anati on of the process that was going to
take place this week or earlier, by where we, you
know, the House and Senate -- the Senate agreed that
we would work this | egislation over the next two
weeks at the request of the governor.

I will just try and give you a short
expl anation of what is included in the bill. We
have plenty of wi tnesses here to provide the answers
to the technical questions that |I'm sure we're going
to get.

There i s an anendnent to the bill

t hat makes a technical edit. I think we should take
care of that first. It sinmply adds one word to
nunerous lines in the bill. So I would request that

Senat e Anendnent Nunber 1 be brought before the

'

l‘ld[i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

Senate for its exam nati on.

THE PRESI DENT: Madam Readi ng d erk,

for purposes of consideration by the Senate, could

you pl ease read Senate Anendnent Nunber 17

MADAM READI NG CLERK: Senat e

Anmendnent Nunber 1 to Senate Bill 124, sponsored by

Senat or Deluca.

M. President, that conpletes the

readi ng of Senate Anendnent Nunber 1 to Senate Bil

Nunber 124 by title only.

Nunber 1 is

Pr esi dent .

THE PRESI DENT: Senat e Anrendnent
bef ore t he Senat e. Senat or Deluca.
SENATOR DELUCA: Thank you, M.

If you just take a | ook at the

anendnent, it nmay look like it has a lot of |ines on

it. But, basically, in nunerous places throughout

the bill it

"provider."

adds the word "project"” after the word

And it's sinply a technical anendnent.

So, if there's no questions on that, | would ask for

aroll call.

call the ro

Bill Nunber

THE PRESI DENT: Secretary, please
I on Senate Anendnent Nunber 1 to Senate
124.

THE SECRETARY: Senat or Bl evi ns?
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SENATOR BLEVI NS: Yes.

THE SECRETARY: Senat or Boni ni ?
SENATOR BONI NI : Yes.

THE SECRETARY: Yes. Senat or Boot h?
SENATOR BOOTH: Yes.

THE SECRETARY: Yes. Senat or

Bunti ng?

SENATOR BUNTI NG Yes.

THE SECRETARY: Yes. Senat or
Bushwel | er, absent. Senator C outier, absent.
Senat or Connor, absent. Senat or DelLuca?

SENATOR DELUCA: Yes.

THE SECRETARY: Yes. Senat or Enni s,
absent . Senator Hall Long? Yes. Senat or Henry?

Yes. Senat or Kat z, yes. Senat or Lawson, yes.
Senat or Marshal | .

SENATOR MARSHALL: Yes.

THE SECRETARY: Yes. Senat or
McBri de, absent. Senat or McDowel | , absent. Senat or
Pet er son, vyes. Senat or Si npson, yes. Senat or
Sokol a, yes. Senat or Sor enson, yes. Senat or
Venabl es, yes.

President, the roll call on Senate

Amendnent Nunber 1 to Senate Bill Nunber 124, 15 yes
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and a success.

THE PRESI DENT: Havi ng recei ved the
required nmajority vote, Senate Anendnent Nunber 1 is
adopted by the Senate and is part of the bill.
Senat or DelLuca.

SENATOR DELUCA: Thank you,

M. President. There are three main parts to Senate
Bill 124. The first part adds the statutory
definition of "qualified fuel cell provider" and
"qualified fuel cell provider project,"” to the

Regul abl e Portfoli o Standards Law. And there are
sone points to make in conjunction with this:

Provi der nust have begun
manuf acturi ng operations in Delaware by the tine the
proj ect cones onli ne. The project nmust be certified
as an economnm c devel opnentally opportunity by DNREC
and DEO. The project is contingent upon tariff
being fil ed and approved by the PSC according to
Section 364 of the statute.

The second part of the bill is
sections two to six of the | egislation. It nmakes
Del mar va Power and Li ght responsi ble for RPS
obligations to all of its custoners and creates a

process to assure that any supplier of contracts in

'

l‘ld[i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

pl ace are grandfathered through the transition.

This part is necessary as to provide
enough headroom for Delmarva to fulfill a portion of
its REC requirenents under the Renewable Portfolio
St andards Act, which basel oad-type energy generated
and manuf actured i n Del awar e. The bill creates a
structure to ensure that the current suppliers wll
not be harned and at the end use custoners wll not
be harned by the transition.

The final renmaining sections of the
bill create a regul atory framework by which the
Del aware Public Service Comm ssion will review a
tariff to be filed by Del marva Power depl oyi ng
Del awar e- manuf actured fuel cells as part of a
30- regawatt proj ect.

The franework requires that there are
three -- there are m ni mum provi sions that nust be
in the tariff. As an exanpl e, the 30-negawatt
proj ect nust be a Del awar e- manuf actured fuel cell.
It nmust provide sone room for additional

20 negawatts of custoner-sited install ations.

Anyt hi ng above the original 30 negawatts w ||l have
to be -- require future Conmm ssion review and
approval .
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The termof this is for 20 years.
The | eveli zed cost i npact to custoners cannot exceed
t he hi ghest cost energy source already approved by
t he Conmm ssion and Del marva's portfolio as of
January 1, 2011.

In addition, the |l egislation requires
that the PSC access the increnental costs to
Del marva's custoners in relation to at | east sone of
the follow ng factors: Whet her the qualified fuel
cell provider project utilizes innovation basel oad
t echnol ogy; whether the qualified fuel cell provider
project offers environnental benefits to the state
relative to the conventi onal basel oad generati on
t echnol ogy; whether the qualified fuel cell provider
proj ect pronotes econom c devel opnent in the state;
and whether the tariff, as filed, pronotes price
stability over the term of the project.

That's a sinple version of what the
bill does. We have a nunber of people here. | f
there are questions, | would be glad -- happy to
call a wtness.

THE PRESI DENT: I have a |i st
starting with Senator Bunti ng.

SENATOR BUNTI NG Thank you, M.
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Pr esi dent . On the bill, ny concern is not about the

i nventi on of what Bl oom has done with fuel cells at

all . I think we all agree that it's a wonderf ul
i nventi on.

My issue -- and it was an i ssue with
deregul ation -- we are now shifting the cost to the

residential consuners through a tax. Whet her you
call it a tariff or not, it's still a tax. That's
nmy -- the nethodol ogy of funding of this is what ny
concern i s.

The residential users in this state
ri ght now took the blunt of deregul ati on when
comercial user -- it was shifted fromthe
commercial to the residential user. We ar e addi ng
on anot her cost to the consuner, and which have very
little say, actually, in nany cases in the
communities that we represent.

Most of the friends that we all know
that have larger facilities buy their power out of
state through comerci al vendors through the
der egul ati on process. The residential vendor in
this state, the residential consuner, has very
little options open to themto buy power. And this

i s anot her cost added onto already the bills that
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t hey are receiving. Thank you.

THE PRESI DENT: Senat or Marshal | .

SENATOR MARSHALL: Presi dent, thank
you. The idea of Bloom | ocating in Del aware and
bui |l di ng and devel oping its manufacturing facility
for a high-technol ogy product is certainly, you
know, wel cone, and hopefully it wll neet the
econom ¢ devel opnent objectives that we have heard
about .

But | think we need a wtness, if we
had one, Senator, who could take the plain-talKk
approach and expl ain sone of the conpl ex issues
i nvol ved here.

And then also | hope that we have
soneone here fromthe Del aware Econom c Devel opnent
O fice, because | have questions regarding |lines 185
and 186 and the fact that our state taxpayers are

i nvesti ng a substanti al anmount of noney here.

And now we're tal king about, in the
bill, about a term nation paynent in the event the
conpany woul d fail. So | think, on behalf of the

t axpayer, we need to know nore about the | anguage in
the bill.

THE PRESI DENT: Senat or DelLuca?
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SENATOR DELUCA: Thank you, M.

Pr esi dent . Senator, we will address them one at a
tine. I would say first we would ask CGeoff Sawyer
to cone forward as a wi tness and answer the

t echni cal questions about the intricacies of the
bill and how it functions. And after that, if we
need anot her wi tness to address the questions, we
wll get them

THE PRESI DENT: Can you identify
yoursel f, sir?

MR, SAWER: Hi . My nane is Geoff
Sawyer . I'"'mthe Deputy Chief of Staff for Governor
Mar kel | .

THE PRESI DENT: Senat or Marshal | .

MR, SAWER: | actually can address
the term nati on paynent questi on. The term nati on
paynent is actually a paynent that's going to be due
fromBloomto the State of Delaware if they stop
manuf acturing while this EPA is still in existence.

So, in many ways, it's protecting the
rat epayers if Bl oom deci des to nake a busi ness
deci sion to nove el sewhere and, you know, get rid of
t he manufacturing facility here and the jobs go

away . So that's the term nati on paynent.
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It's not sonething that taxpayers are
going to be -- you know, it's not a burden on
t axpayers; it's actually a benefit.

THE PRESI DENT: Were there specific
questi ons about the bill for M. Sawer?

UNI DENTI FI ED SPEAKER: M. President.
If the conpany ceases to operate in Del aware, the
State has i nvested substantial mllions of dollars
fromthe strategic fund --

MR SAWER: Yep.

UNI DENTI FI ED SPEAKER: -- ot her
initiatives within our econom c devel opnent, tax
credits, and go on and on and on.

VWhat will the conditions be of an
agreenent between the State of Del aware and the
conpany? | nean, this | ooks to be new | anguage t hat
I have never -- | don't think we have ever had
contained within | egislation here.

MR, SAWER: Ckay. The econom c
devel opnent deal will have, just |ike all of our
econom ¢ devel opnent deals, there will be an
agreenent between DEDO and the econom c devel opnent
part ner. In this case it would be Bl oom

And in there, there wll be

'

l‘ld[i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

13

cal | backs, such that if they don't neet their
enpl oynent netrics -- and at this point the netric
is 900 with an additional 600 -- if they don't neet
t hose netrics over tine, then they have to repay the
econom ¢ devel opnent noney back to DEDO

In addition to that, we have
structured into this deal, into the | egislation, a
term nati on paynent such that if they stop

manuf acturing for any reason in Del aware, they woul d

owe the State of Del aware -- we have a scal e. W&
have a scal e. It hasn't been finalized, but it
starts at $25 million in year one.

So if, for exanple, this tariff gets
approved by the Conmm ssion and then they decide to

shut the nmanufacturing facility in Del aware or never

build it, then they will owe the State of Del aware
$25 mllion as well as the anpbunt of nobney that DEDO
has given them They wll have to pay that back,

as wel | .

So there are sort of two call backs
her e. First is in the DEDO agreenent, itself, and
the second is in the | egislation, which has to do
with nore specifically a tariff and what happens

during the termof that tariff if the nmanufacturing
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j obs go away. Because we wanted to, obviously,
protect our interests and our return on investnent,
so to speak. And we al so wanted to protect the

rat epayers' return on investnent, as well.

UNI DENTI FI ED SPEAKER: M. President.
WIIl you explain the tariff and how that works? |
mean, if a residential custoner or constituent of
m ne asks the question what are we doi ng and why,
you know, just a very plain you're at a comunity
meet i ng.

Wiy is it safe investing the noney,
and what does it nmean? Because within the bill, as
Senator Bunting identified, there is a snall
i ncrease to the ratepayer, to the consuner.

MR, SAWER: | will do ny best to
explain the tariff. | can tell you the reason why
we are in a tariff structure versus probably a
structure you are nore apt to understand, which is
|l i ke a power purchase agreenent or a tolling
agr eenent .

Let ne explain the reason why we are
at a tariff structure. And that is in the
negoti ati ons bet ween Del marva and Bl oomin which we

were a part of, Del marva rai sed concerns that under
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today's accounting rules, EPAs are considered to be
I nput ed debt . And when they are i nputed debt,
that's going to add nore costs to the ratepayer.

And so that structure was | ayering on
anot her | ayer of costs that we didn't want to do.

So, essentially, we said let's get back together and
see if we can do this another way wth the sane
overall goal of having, you know, power being
generated from a Bl oom box and bei ng consuned by

Del awar e cust oners. s there anot her way we can get
rid of that accounting issue so we can | ower the
costs and the cost inpacts to ratepayers?

And that's when we cane up with this
tariff structure. And, as | understand it -- and
there is soneone from Del marva here that probably
wll have a little nore expertise if you want that.

But, as | understand it, the tariff
structure is one in which you are basically
submtting to the PSC a pi ece of paper that says
Del awar e- manuf actured fuel cells wll generate this
anount of electricity, and we are going to charge a
certain anount of rate for that electricity, a

certain anount of rate for the different attri butes

of that electricity, such as RECS and ot her t hings.
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And then that's going to go -- and custoners are
going to have to pay that back.

And so that nay be too sinplistic.
And, you know, Todd Goodnan from Del marva is here if
you wanted to get into it nore. But it really was
solving a problemthat we identified early on in the
negoti ati ons, which was the PTA structure just added
a | ayer of costs we wanted to get rid of, and so
that's why we switched to a tariff structure. But ,
in effect, it's essentially the sane thing.

UNI DENTI FI ED SPEAKER: Do you want to

VMR SAWER: Go ahead.
UNI DENTI FI ED SPEAKER: One ot her

quest i on: On behal f of the consuner, at what point

w |l the assessnent begin being coll ected? Wen
wll it show up on a residential bill?

MR, SAWER: It will be -- 1| believe
the first one will be the nonth before -- | think

it's the nonth before the facility goes |live or the

nont h after.

I"m | ooking over to ny -- the crew
over here. But it will be in 2012, and it wll be
probably, | want to say, the third or fourth quarter

'

s lt&i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

17

of 2012 when you actually had installed fuel cells
i n Del awar e. And then they will see a

non- bypassabl e surcharge on their bill which wll
reflect this energy bei ng used.

UNI DENTI FI ED SPEAKER: Thank you.

THE PRESI DENT: Senat or Boni ni for
the w t ness?

SENATOR BONI NI : Yes, pl ease. How
nmuch are we giving to get this done? | just have
one questi on. Wiat is the total cost of the package
we are putting together to have these guys down
here, to decide that they want to cone here, | nean?

MR, SAWER: Ckay. The econom c
devel opnent package is -- | think it's $11.25
mllion, and that's for 900 jobs, as well as
3 percent of their cap ex up to $50 mllion --

SENATOR BONI NI : " msorry. Say t hat
agai n.

MR SAWER: Three percent of their
capital expenditures up to $50 mlli on.

SENATOR BONI NI : Ckay.

MR SAWER: So if they spent
50 mllion, then it will be 3 percent of 50 mllion,

what ever that nunber is.
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SENATOR BONI NI : Ckay.

MR, SAWER: Un if they bring the
additional 600 jobs, it's essentially another, I
think, 3.75 mllion. It's based on a 6,250 per job
is what we said, $6, 250 per indirect job.

SENATOR BONI NI : Ckay. And that's
di rect subsidy?

MR SAWER: D rect subsi dy.

SENATOR BONI NI : Ckay. So the 6, 250
iIs direct subsidy. Thank you for that nunber.

And how nmuch are we chargi ng
i ndi vi dual ratepayers in prem unf? How nuch nore are
they going to pay? Actually, let ne back up a
little bit.

This tax -- and sonebody expl ai ned
that a tariff tax, there isn't any; sonebody is
paying it under conpul sion fromthe governnent. I s
this for all Del narva Power ratepayers, or just
t hose ones receiving this renewabl e resource?

MR SAWER: It's for all of
Del narva' s custoners, yes.

SENATOR BONI NI : Ckay. And how much
is the estimate that that's going to be per

r at epayer ?
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MR, SAWER: Ri ght now we have done
nodeling to -- we have done nodeling, and Del marva's
consul tant has done nodeling --

SENATOR BONI NI : That's fine. | nean
just --

(Two speakers tal king at once and naki ng
it indecipherable.)

MR, SAWER: -- and stated to be
about a doll ar per negawatt hour. And | et ne
expl ain what a negawatt hour is.

A negawatt hour is essentially what a
residential consuner uses in a nonth, so it's about
a dollar a nonth |evelizing the i npacts over the
termof it.

SENATOR BONI NI : Ckay.

MR. SAWER: And what was the ot her
conponent of your question?

SENATOR BONI NI : Wll, this is the
first point. This is going to every single person
who gets power from Del narva.

MR, SAWER: Ckay. Let ne j ust
finish.

SENATOR BONI NI : Sur e.

MR, SAWER: At the end of the day,
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we're are not asking you to approve a rate i npact.
What we are asking you to do is approve a structure
by which we'll go to the PSC, and we will say to the
PSC -- you know, the PSCis going to run their own
|l og, and they're going to have their own concl usi ons
in terns of rate inpact. And they are going to --
they're going to -- at the end of the day we're
goi ng to have an argunent in the single | eqgislation
t hat Senat or DeLuca nentioned, is that whatever that
cost increase is, whether it's 50 cents or whet her
it's a dollar, does that, when you factor in the
econom ¢ devel opnent but also factor in the fact
t hat we have i nnovati ve basel oad technol ogy here in
the state that's hel ping us satisfy RPS, you | ook at
there is an environnental benefit to this technol ogy
versus for traditional generation.

So you factor all those in. And t he
PSC is ultimately going to have to wei gh whet her or
not that added cost equals the benefits that we
think are there, the tangential benefits.

SENATOR BONI NI : Ckay. But we are
also -- but we nmake that initial decision for them
because -- | nean this isn't sinply a case of --

and, by the way, thank you for those figures. Hey,
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everybody woul d say okay, we can recl ai m$6, 250 over
a certain period of tine, these are going to be
hi gh- paying jobs, this is a good conpany. Ckay.

But t he unknown here is -- and if |
go back to George's comments, is we're tal ki ng about
the tax, and not a trivial tax, on every single
r at epayer.

And ny, you know, and you're right.
The equation is, when you put all this together, you
know, and you divide it by job -- | know that's sort
of a blunt instrunent -- but you divide it by job,
you cone up with a pretty big nunber.

And | guess, you know, | understand
your point is that the Governor's Ofice is saying,
"Yeah, this is well worth it; it's a good deal ."

But | would be nore confortable if |I kind of knew
what that nunber was.

And then this question nay not be for
you, because it nmay be for Colin or the gentl eman
from Bl oom This is natural gas, which is not a
renewabl e ener gy. You burn it. You never get it
back.

How does punpi ng natural gas to

create electricity qualify as renewabl e energy? And
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I don't nean it to be a | eadi ng questi on. I just

don't understand it.

MR SAWER: Sur e. I mean, first of
all, the Bl oom Technology -- and I wll invite
Colin, because he wll probably do a better job.

SENATOR BONI NI : Ckay. | can hold
t hat question till later.

MR SAWER: Ckay.

SENATOR BONI NI : "1l hold that
question until | ater. Ckay. Thanks.

THE PRESI DENT: Senat or Lawson for
the w t ness.

SENATOR LAWSON: Thank you. How ar e
you doi ng, Joe?

MR SAWER: Hey.

SENATOR LAWSON: Just a quick
quest i on. You explained to us that if Bl oom Energy
term nates the contract or fails to produce, there
is a benefit or we get our noney back, so to speak,
or a penalty.

VWhat happens if it's the other way
around, new technol ogy cones in and Del aware doesn't
want to be involved in this anynore? How does that

pl ay out?
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MR SAWER: | ' m not sure
under st and. So a new technol ogy cones in that we
think is better than Bl oon?

SENATOR LAWSON: Yeah, or we want to
change our m nd for whatever, we want to stay with
conventi onal . VWhat happens t here?

MR, SAWER: You woul d have to be, |
think -- I nmean -- |I'mnot sure how to answer that,
but to say if a new technol ogy cane in, then we
woul d have to, you know, think about the sane issues
we t hought about with Bloom which is how do we fit
themin, how do we provide the benefit to the
rat epayer and to the taxpayer and to everybody and
sort of maxim ze and optim ze everybody's interests
and figure out, you know, what works with that new
t echnol ogy. It doesn't make sense to try and
structure sonme other sort of --

SENATOR LAWSON: But doesn't this
| egi sl ati on speak to that? Doesn't it keep us on
t he hook for the 20 years?

MR, SAWER: Ch, yeah. Absolutely.

I nmean, there is not a right for us to termnate if
there is a better type of technol ogy. | s that what

you are sayi ng?
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SENATOR LAWSON: Yeah.

MR, SAWER: Yes. There is no right
for us to term nate.

SENATOR LAWSON: So the ratepayers
continue to pay that for 20 years whether they are
produci ng or not?

MR, SAWER: Yes, they woul d.

SENATOR LAWSON: WOw

MR SAWER: well, | nmean, the way
that we see it is that, nunber one, the way the deal
is structured, it starts at a price that stays
constant and drops in the back end.

So, in essence, we think it becones
cost neutral to ratepayers at year ten. That' s
ultinmately a decision for the Conm ssi on. But, in
essence, you know, we think, at worst, this is a
ten-year bet that the technology is the best thing
out there.

SENATOR LAWSON: Ckay. Thank you
very much. | appreciate that.

THE PRESI DENT: Senat or DelLuca for
the w tness?

SENATOR DELUCA: Not for the w tness,

just coments to the questions, if |I can, while the
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wtness is -- are there any other questions for the
W t ness?

THE PRESI DENT: I'"ve got a list, so

SENATOR DELUCA: Ckay. well, 111
nove the w tness be excused at this point unless
there i s questions.

THE PRESI DENT: I think I've got
questions for the witness from ot her senators.

SENATOR DELUCA: Wul d you rat her do
that than -- | just wanted to answer their questions
alittle bit. A, Senators, we are not approving a
tari ff. That's up to the Comm ssion as to what that
woul d be.

Wien we went through this process for
sol ar and we went through this process for w nd,
wi nd bei ng the nost notable that was here on the
floor, and it went through -- | could be wong, and
probably Harris can stand and correct ne, but |
think if you | ook at the conpati ble costs for w nd
to a ratepayer, it's about $5 a nonth versus a
dol | ar.

As far as new technol ogi es com ng on

board, we address them as they get here. This is a
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ground- breaki ng bottom step of this | adder as to
where t hese technol ogi es can go.

As far as it not being a renewabl e
energy source, these things can work on swanp gas if

you want to pay the cost of getting swanp gas. Al

right? W don't have a lot of it. And, well, we
can (laughter) maybe -- we're not allowed to recycle
met hane, | don't think, so |I'mnot sure we can use

it.

But the bottomline is these things
will run on basically anything. The natural gas
bei ng part of the distribution systemis probably
t he cheapest way for this to go, and you get nore
bang for your buck out of it.

If I can convince these guys ten
years down the road that they should be buil di ng
these things in a packet of red size and put them on
t he average house, they can run off of solar; they
can run off of natural gas in the house; you can
probably figure out a way to run them off your | awn
clippings if you want to be able to do that.

So the technology is there. | f
sonebody i nvents a better product ten years from

now -- | don't think the state has ever wal ked away
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froma contract or an obligation we had with peopl e.
We | ook at it. W nodify it. We go forward.

And |' m sure Del marva woul d be ri ght
in line wwth the fact of changi ng our contracts
around to use nore and nore of this type of product
as it becones cost effective.

THE PRESI DENT: Senat or Booth, did
you have a question for the w tness?

SENATOR BOOTH: Yes. Thank you. I
don't think I got an answer, we got an answer to the
questi on. VWiat is the difference between the tariff
and a tax?

MR SAWER: Un the tariff is
actually a -- it's a -- maybe | should -- can we get
Todd up here? I1t's a Public Service Conmm ssion type
of filing.

SENATOR DELUCA: Let nme try that
before we bring another w tness up: Senator, in al
honesty, we would level a tax starting in the House
of Representati ves.

This is enabling | eqgislation that
all ows the Public Service Conmm ssion to hear this
case, to look at the rates, and see if they can

| ogistically establish a tariff on ratepayers that
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woul d conpensate for the type of product that we are
trying to produce.

W are not passing a tariff. W are
passi ng enabling legislation that |lets the Public
Servi ce Conm ssi on nake a deci sion.

SENATOR BOOTH: Al right.

MR SAWER. And | did a little bit
of rate work when | was in private practice. And |
can tell you in the water field, there is a | ot of
tariffs that get filed with each, you know, sort
of -- it just sets the rate structure by which you
are going to charge certain custoners.

And so it's sort of atitle of a
docunent that sets a rate structure, is ny best way
of explaining it. And |I'm sure Todd can, if you
want .

SENATOR BOOTH: Al right. Un | may
get a chance -- opportunity to ask that question to
anot her w t ness.

DP&L currently has the ability to go
before the Public Service Comm ssion with any type
of idea pertaining to renewabl e or conbusti bl e or
what ever type of project; is that correct?

MR SAWER: Yes.
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SENATOR BOOTH: So this woul dn't
necessarily grant new authority to DP&. to approach
Publ i c Service Conm ssion about rate increases.

MR, SAWER: It would not. It would
not . The difference here is that, because we want
to run it on natural gas and because of the
structure that we are concerned about in terns of
the i nmputed debt, so it can't be just a straight
purse agreenent; it's got to be the structure that
we have structured to | ower the inpact on
rat epayers -- we need the enabling | egislation to,
nunber one, all ow the Del awar e- manuf act ured f uel
cells to count towards Del marva's RPS obli gati ons.
Because t hat, nunber one, provides dolly back to the
rat epayer and, nunber two, is an inportant piece of
t his deal .

The second thing is we need to create
a regulatory structure by which -- we didn't want to
just say this is a nornal, straight-of-the-mll
regul atory filing. Because we wanted to defi ne what
a Del awar e- nanuf actured fuel cell is. W wanted to
define what it nmeant when they stopped manufacturing
here, even though this EPAis in place, i.e. the

term nati on paynent. You know, we wanted to set the
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paraneters here that protected the ratepayer. So
that's why we need enabling | egislation.

SENATOR BOOTH: But Del mar va
currently has the ability to go in front of the
Comm ssion, the Public Service Conm ssion, to ask
for a rate increase for whatever idea that it cones
up to, whether it's a renewabl e energy process or
not a renewabl e energy process.

But what this |egislation does -- and
I understand that, and |I'm not going to go back
t hr ough t he expl anati on. But why -- why wouldn't --
why, when this proposal cane forward to us -- and

I"'mnot in the energy field, if you haven't fi gured

t hat out by now -- but why, when this proposal cane
to us -- it was |ast Thursday, all right, it was
presented to ne -- why wouldn't we go through the

normal process and all ow the conpany to go through

t he Public Service process Comm ssion first, rather
than bringing it to us to change the deci si on naking
this process a renewabl e process, which w ||l
actually give the Public Service Conm ssion a
different way of | ooking at a rate application;
would it not?

MR SAWER: As | think |I understand
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t he question, | nean, in essence, we couldn't even
go to the Comm ssion with this structure w thout the
enabl i ng | egi sl ati on.

And at the end of the day, we are
aski ng Del narva and Bl oom and the adm nistration to
nake its case to the i ndependent conmm ssion that,
nunber one, that these fuel cells wth their
benefits -- econom c, devel opnent, environnent, et
cetera -- outweigh the extra costs.

And that's the argunent that's going
to have to be made in front of the Comm ssion that,
you know, quite frankly, you know, that's on us.

And so we need you, as a |l egislature, to enabl e that

pr ocess.
O herwi se, I'mnot sure we can get

t here, because of the concerns | raised earlier, the

I nput ed debt questi on. | nean a straight EP -- |

guess there is a way where Del narva coul d purchase
t he Bl oom boxes, try to rate base them and go
before the Conmm ssi on.

We explored that as an option to see
what that would do to the rate i npacts, and our
sense of it was --

SENATOR BOOTH: Excuse ne. I don't
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nmean to i nterrupt. You just said you explored that
as an option?

MR SAWER: We di d. We expl ored a
| ot of options to nmaxim ze --

SENATOR BOOTH: Al right.
Can you tell ne when?

MR, SAWER: Not -- we discussed it
internally. We di scussed it --

SENATOR BOOTH: I nmean, was it -- has
it been since Thursday, or when was it?

MR, SAWER: No, no, no. It's been

during this seven to ten-nonth
been negotiating this deal. I
i n maybe three weeks ago, four
SENATOR BOOTH:

MR SAWER: We
our
r at epayer.

"Wel |, what

sai d, happens if

and goes to rate bases thenf"

an increase in the cost i npact
SENATOR BOOTH:
is that | think we are subverti

passed, or this body or

And so we asked that

t he Gener al

process that we have
woul d say it happened
weeks ago.

Uh- huh.

were exploring all of

options to try and reduce the costs to the

qguesti on. And we

Del mar va purchases t hem

And it was -- it had
t o custoners.

I guess ny question
ng what we already

Assenbly and
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previ ous governors have passed, is that they had a
process in place that would seemlike it would work
in this particular case, if seven nonths ago or
what ever Del narva had actually went through the
process with Public Service Comm ssion and said, you
know, we are interested in pursuing this, and then
allowed themto do it.
Now, by passing this legislature, I'm
not -- |I'mkind of thinking that Public Service
Comm ssion i s going to be swayed by our
consideration on this, on this | egislation. But ,
regardless, | yield to Senator DelLuca. I"mstill
not done yet.
THE PRESI DENT: Senat or DelLuca?
SENATOR DELUCA: Thank you, M.
Pr esi dent . Senator, in all honesty, | understand
what you are sayi ng. But if you | ook back to the
wi nd negoti ati ons, they couldn't have went straight
in front of the Public Service Comm ssion with that
deal, either, until we passed enabling | egislation.
Wiil e they are capabl e of going to do
t hings they want to do on their own, they are not
capabl e of adding definitions that don't exist in

the code that we have to add in order to enabl e
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this.

We are addi ng those definitions, as
we did wwth wind, to enable the Public Service
Comm ssion to have them here. So, while they are
free to do what they can do under the contract that
t hey have and under the gui dance that they have from
the Public Service Conm ssion, they are not, in
fact, free to do this, because these terns do not
exi st, and these exanples do not exist in the code
or structure as we have it today.

They al so are not capable of putting
t he deal together between University of Del awar e,
the State of Del aware, and the conpany to build a
manuf acturing facility here and bring 800 jobs to
1, 500 j obs here.

W, as a state, and we, as
| egi sl ators, have that capability. They do not.
They coul d simply purchase equi pnent from anywhere
and bring no jobs to Del aware, and we woul d be
paying for a rate as hi gh as anyone.

It's the way the technol ogy field
wor ks. | mean, we negoti ated what we thought was a
deal with the wnd farm W negoti ated where we

t hought they were going to be built. But the true
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fact of the matter is, if we didn't and we didn't
wite those terns in, they could build that product
anywhere, anywhere in the world and put it on a ship
and float it over here and install it.

The deal is because the gover nnent
got involved in it, the conpany got involved in
it -- it's atri-part deal -- Del marva Power got
involved in it with the conpany. W have a
| ong-term agreenent to provide enploynent, to
provi de jobs, to provide a base technology in the
State of Del aware. W are enhancing the definitions
under renewabl e power, and we are openi ng up a new
t echnol ogy fi el d. That is what we are doing.

I know we can debate whether we |ike
the cost or don't |like the cost or like the product
or don't |like the product. But | don't think we
shoul d confuse the issue that they can do this
wi t hout us doi ng enabling | eqgi sl ati on, because they
can't.

THE PRESI DENT: Senat or Booth, do you
have questions for M. Sawer?

SENATOR BOOTH: " m not done yet.

THE PRESI DENT: Ckay.

SENATOR BOOTH: Thank you,
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M . President. I guess, after |listening to Senat or
DeLuca' s opi ni on about this, do you follow wth the
sane opinion, that the Public Service Conmm ssion
cannot make a decision wthout this | egislation?

MR SAWER: It was definitely our
view that we could not go before the Conmm ssion with
this tariff as structured. And, to be honest, |
think this |l egislation hel ps to protect the
custoners better than if we tried to find a wggle
away around and get before the Conmm ssion
bef or ehand.

So, in answer to your question
straightly, we were of the view that we needed this
| egi sl ati on. I nean, if you think about it, if we
coul d have gone straight to the Conmm ssion with
this, we probably -- we m ght have, because, you
know, different politics, and it would be based
solely on the technol ogy and, you know, the benefits
of this technol ogy, which we think are not only
reasonabl e but good.

SENATOR BOOTH: Now, the | egi sl ation
as it's proposed wth Delmarva's custoners i s going
to apply to custoners in the State of Del aware but

not to surrounding states or other custoners?
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MR, SAWER: That's correct.

SENATOR BOOTH: So woul d you | ook at
it that the custoners of the State of Del aware are
subsi di zi ng DP&L. and the ot her custoners?

MR, SAWER: Un I'"'mnot -- | don't
t hi nk Del narva gets anything out of this deal, so
t hey are not subsi di zi ng DP&L.

At the end of the day, it's, you
know -- | guess what we are asking is if there is a
premumthat we -- the question before the PSC i s,
nunber one, what is that prem um above nmarket that
this deal creates. And we believe that it's around
a dol |l ar. PSC nay have a different view. It may be
| ower . It may be hi gher. Who knows? We will see.

At the end of the day, the Conm ssion
w |l be asked whether that premumthat wll be
assessed to ratepayers is worth the jobs, the
envi ronnent al benefits, the technol ogy. And t here
is one other thing in there. Price stability, the
fact that it's |li ke buying a 30-year warranty. The
price is set for basically 15 years, drops
considerably for the last -- for four years, and
then drops off the table the | ast year.

SENATOR BOOTH: And so, basically,
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none of the other custoners wth Del marva and the
ot her states are going to have to pay any of this;
is that correct?

MR SAWER: That's correct.

SENATOR BOOTH: Ckay. Thank you.

THE PRESI DENT: Senat or Bunti ng, do
you have a question for the w tness?

SENATOR BUNTI NG Yes. | think I --
and the constituents I work with, | would kind of
li ke a sinple answer.

I have been in sales and built a
coupl e busi nesses. And we tal k about dollars a
nont h, et cetera. I want to know how many m il li ons
of dollars it ultimately is going to cost. | nmean,
it's a sinple question, and I'm sure you did a
busi ness pl an and you cane up wth your nodeli ng.

And | understand the tariff. This is
a European concept of nethodol ogy of fundi ng. But ,
you know, then the Public Service Conm ssion, we say
it's enabling.

I go back to deregul ati on. Wen |
took a position, Dr. Robert Mann was the chairman.
And, magically, out of the position | took and sone

ot her things that happened, he magically got taken
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of f as president of the Public Service Conmm ssion.

So it worries ne that yes, it's
enabl i ng. But to ne, it's not enabling; it's
telling them Thank you.

THE PRESI DENT: Senat or Si npson, do
you have a question for the wtness?

SENATOR SI MPSON: Yes, | do. And I
would |i ke to ask Senator McDowell to close his ears
on this one. (Laught er)

Did you explore the option of
repl acing the green energy fund tariff wth this new
tariff?

MR, SAWER: No, not that |I'm aware.

SENATOR SI MPSON: Do you know t he
anount of the green energy tariff as opposed to this
one, or do | need to find that from soneone el se?

MR, SAWER: Yeah, | nean, you m ght
want to -- sonebody m ght want to put Colin on the
hook for this one.

SENATOR SI MPSON: Ckay. Thank you.

THE PRESI DENT: O her questions for
the w tness? Senator DelLuca?

SENATOR DELUCA: Seei ng none, nmay the

w t ness be excused?
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THE PRESI DENT: The wtness is
excused.

SENATOR DELUCA: Do we have ot her
questions that sonmeone would |li ke to pose? Senator
Boni ni, what would you I|ike?

SENATOR BONI NI : Can | have --

SENATOR DELUCA: Pick a litter.

SENATOR BONI NI : Colin would like to
call Colin to the fl oor. | ' ve been waiting for that
for a long tine.

SENATOR DELUCA: | respectfully
request that the Secretary of DNREC be call ed.

THE PRESI DENT: Wt hout objection, if
you can identify yourself, sir.

MR O MARA: Collin O Mara, Secretary
of Natural Resources and Environnental Control. And
I think this is the first tine |I've been on the
floor this year, so

SENATOR BONI NI : Yeah. Last tine you
were here, and we were grilling you. (Laughter) It
may be a repeat. Col in, wel cone. I want to go back
to the questi on. Expl ain to ne why natural gas is a
renewabl e ener gy.

MR O MARA: So the point of the
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renewabl e portfolio standard is to try to bring nore
clean sources into the -- into the state so that
we'll have cl eaner air, you know, and al so address
our climate responsibilities.

And one of the reasons that we |ike
this technology is that it isn't a conbustion
technol ogy, and so there isn't a lot of CO2 emtted.
There is no additional pollutants |i ke hydrogen
di oxi de or sul fur di oxi de.

And so, from a cl eanliness poi nt of
view, it's --

SENATOR BONI NI : l'"m sorry?

MR O MARA: From a cl eanl i ness poi nt

of view --

SENATOR BONI NI : Ckay.

MR O MARA: -- it'"s nore like a pure
renewabl e resource than it is |like traditional

gener ati on.

The other thing that we |i ke about
it, that it's fuel agnostic. One of the probl ens
right now, in the existing RPS, a fuel cell that
runs on a renewabl e resource, |ike nethane from a
landfill, for exanple, is eligible.

The problemis that there isn't that
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much of it. We don't have a |lot of pipelines wth
t hat type of technol ogy. There isn't a | ot being
punmped into the system Technol ogies like -- or
fuels |li ke hydrogen and others aren't avail abl e at
sal e.

And so what we want to do is help
enabl e the technol ogi es that can handl e those fuels
to avoid this chicken or egg problem that we don't
want to wait for the technology until the fuel is
avai | abl e. W woul d rat her have the technol ogy and
begin to becone nore cost effective, really kind of
becone nore commerci al i zed.

SENATOR BONI NI : Can | interrupt you
real quickly? And you think one of the advant ages,
if I can renenber fromthe gentlenman from Bl oom is,
as Senator DelLuca said, all sorts of energy sources
can go into this thing to get your electricity?

MR O MARA: | think the goal in the
long run is to have the nost cost-effective,
| owest -pol luting fuel go into it. But today that is
nat ural gas. That's the sale that we are talking
about .

SENATOR BONI NI : Ckay. Are there any

ot her non--- | nean, what else is in the renewabl e
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portfolio standards? |Is it wnd, solar? Wat else
Is in there?

MR O MARA: There is wnd and sol ar.
Fuel cells are in there. They have renewabl e gas.
Landfill gas is run through sone kind of technol ogy.
It is eligible.

SENATOR BONI NI : But this will be the
first one that uses traditional fuels, but it's
going to be classified as a quote-unquote renewabl e?

MR O MARA: Correct.

SENATOR BONI NI : Ckay. So that is --
it is a significant change.

MR O MARA: Ri ght .

SENATOR BONI NI : Ckay. And
currently -- and | know |l grilled you on this
before, and | appreciate it. Currently, what is the
kil owatt-hour cost of natural gas? |Is that four
cents, five cents, sonething |like that?

MR O MARA: I f you are buying from
t he stock nmarket, on average, |i ke delivered?

SENATOR BONI NI : Yes.

MR O MARA: It can be as high as,
you know, eight to 12 cents, depending on the tine

of day.
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SENATOR BONI NI : Ckay.

MR O MARA: And so the point of

generation is lower than that. But by the tine you
take it fromthe plant till the tine it's delivered
to the custoner, it's a couple tines --

SENATOR BONI NI : Ckay. So it's
hi gher than | thought. And what wll this be, give
or take? And | realize you can't predict the
future. But what is this, give or take?

MR O MARA: So we're still in
negoti ations, but the | evelized cost over the
lifetime that we are still working through is around
that 15 cent mark.

SENATOR BONI NI : About 157

MR, O MARA: Yeah. Soit's alittle
bit above --

SENATOR BONI NI : Ckay.

MR, O MARA: -- where the fuel market
is right now But we do believe those |lines wll
cross when --

SENATOR BONI NI : Ckay. And |

under st and t hat. But, you know, |'ma finance guy
her e. 15, eight. 15, eight. | nmean, that's, 'l
say, or 10 or 12. Even so, that's still -- we are
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clearly paying a prem um And get ne -- let ne

hel p -- one other reason we are paying the prem um
is that we think, especially when we see the price
over tinme, that this will becone conpetitive or even
| ower than the current non-renewabl es.

MR O MARA: Ri ght . Yeah. And |
think it's inportant to put it in a broader context,
as well, because we do need additional natural gas
generation in the state.

And al t hough there are dirtier plants
that are closing, we are building new plants in
different parts. And so we use this as part of the
sol uti on. Because, unli ke other maj or 400- negawatt
gas plant that we need to build also, this
t echnol ogy can be custoner-sited.

And so the traditional conbined cycle
technol ogy can |l ose as nmuch as 7 to 10 percent of
its efficiency by the tine I nove it, | nove the
electrons fromthe plant to your house. And so we
view this as part of the solution but not displ acing
the need for additional gas generation in the state.

SENATOR BONI NI : Ckay.

MR. O MARA: So all that conbi ned

will bring the price down.
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SENATOR BONI NI : So a significant
benefit, then, of the technology is the on-site
gener ati on.

MR O MARA: Possi bl y.

SENATOR BONI NI : And you are not
| osi ng the bl eed-out over tine.

MR O MARA: Exactly.

SENATOR BONI NI : Ckay. And | guess
t he other question -- and thank you -- it's very
hel pful -- is we are | ooking at the 12 cents versus
the 8 cents. We are going to | ock that in.

And we are hoping that the econom c
nodel, that that's going to make sense over tine.
But we don't know. W all thought the w nd was
going to be sim|lar. It turns out we had to sell

really expensi ve conpared to the general thing.

And then you're saying -- and | et
me -- and | apologize -- we got a little
confusi ng answer from Geoff. A dollar per househol d

is the estimate per nonth? |Is that --

MR O MARA: Yeah. So the
nodel i ng - -

SENATOR BONI NI : I mean, obviously,

you can't be exact. | get it.
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MR O MARA: The unit of energy used
is a negawatt-hour, so it's a thousand-kil owatt
hours. And t he average househol d uses about 12, 000
of those a year, so roughly one a nonth, one
megawatt hour a nonth. And that inpact of that unit
is about a dollar, based on the current nodeli ng.

SENATOR BONI NI : Ckay. So | guess
I"mconfusing it. If one's at 12 or 15 and one is
at 10 or 12, how do you get a dollar out of it?

MR O MARA: Ch, because you're only
usi ng those for a small fraction of your total
energy consunpti on. So you're not going to be
repl aci ng, you know, your entire house with this
uni t.

SENATOR BONI NI : Yeah.

MR O MARA: This is going to be
probably 3 or 4 percent of your total el ectrons.

SENATOR BONI NI : Ckay. And now t hat
-- basic (inaudible) let ne bring it out. This is
obvi ously a very successful conpany, and | actually
did sone research and that sort of thing.

But the reality is the reason they
are getting these big contracts is because they have

tax subsidies to do it. Ckay? Nobody is going to
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say, "Okay, | got a business, | got a house, |I'm
going to buy the 15-cent technol ogy when | can buy
the 8 cents.”

The only reason that this works is
because of the subsidies the state and the federal
gover nnent has set up. And the only reason that we
can get this conpany in here is that we have the
renewabl e portfolio standards, which is currently
what ? How much per cent age?

MR O MARA: Ri ght now it's at eight
and a half, | believe. It goes up to 25.

SENATOR BONI NI : It goes up to 257?
So but ny point is we created a market with
i ncenti ves. Now we're trying to fill that market.
And t he people who pay at the bottomend are the
r at epayers.

And | understand -- | nean, |
understand if we feel sonething and say okay, it's
worth that, but, you know, | have sone concern about
t hat . It's very hel pful. Thanks, Colin.

THE PRESI DENT: O her questions for
this witness? Senator Sokola and then Senat or
Boot h.

SENATOR SOKOLA: Thank you. To
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Senat or Bonini's point, there are many ways t hat
peopl e pay. And, you know, you could pay in dollars
for clean energy, as you have described it.

Whiat do you pay for with other kinds
of energy? Have we ever given a good anal ysis of
what coal -fired plants cost or what other types of
energy cost?

MR. O MARA: There have been a | ot of
studi es done in the |ast few years. The nobst recent
one, there is one by the Anerican Mdi cal
Association that is working with the Nati onal
Sci ence Foundation, and it estimated that the U S,
as a whol e, spends about $120 billion a year from
generation fromcoal, in particul ar, because of the
health i npacts fromthat technol ogy that form|l ung
di sease and other types of respiratory ill nesses.

And so there are hidden costs that
are cheaper. One of the other chall enges that we do
face is that, you know, we do have sone clusters and
other types of ailnments in our state that do tend to
be concentrated around sone of our ol der types of
gener ati on.

Now, the adm nistration has taken a

|l ot of steps in the last few years to try to cl ean
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up our energy supply. But in the long run we are
going to need to achi eve both our environnental
goal s and our econom cal goals and our public health
goals with technol ogi es that make sense.

This is one of those, as are sone of
t he next-generation natural gas -- the | arger
natural gas units, as well.

But there are hidden costs that we
don't see when you just say, you know, 4-cent coal
to, you know, 12-cent renewabl e.

SENATOR SOCOLO: Wuld it be even
anywhere close if we added the real costs in
particul ates, in cancer, in neurol ogical disease
fromnmercury, in acid rain, the danmage to cars, the
danage to people, the danmage to fish in the streans?

Wuld it be anywhere close if we
actually did add the real -doll ar costs that each of
t hose things adds up to our pocketbook every nont h?
And t hat doesn't even count the quality of life. |
anybody sees sonebody die of cancer, that's the
quality of life issue.

MR O MARA: You are absol utely
right. And there are studies that range from as

much as, you know, 50 or 60 cents a kilowatt hour,
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so, you know, five tinmes the value of the energy,
itself, to as little as one tine.

But everyone agrees -- there is a
general consensus across both econom sts and heal th
professionals that the cost inpacts are
significantly understated when you just | ook at the
val ue of the energy and not the costs of the
consequences of the way that energy is extracted,
particularly when you look at it all the way from
the extraction of the material, to the transport, to
the burning, to the actual air, itself, Iin a vacuum
If you look at that full life cycle, you are | ooking
at several tinmes the value of the energy, itself.

SENATOR SOCOLO  Thank you.

THE PRESI DENT: Senat or Booth for the
W t ness?

SENATOR BOOTH: Yes. Thank you, M.
Pr esi dent . Col i n, wel cone. Colin, when you were
answeri ng Senator Bonini, you used the phrase of
"we." | assune you are tal king about the Depart nent
of Natural Resources?

MR O MARA: When?

SENATOR BOOTH: Wwhen you were

answeri ng Senator Bonini on his questions, you were
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usi ng the phrase "we." Ws that the Departnent of
Nat ur al Resour ces?

MR O MARA: | think it's referring
to the adm nistration as we were evaluating this
pr oposal .

SENATOR BOOTH: Al right. The
Departnent of Natural -- or excuse ne -- the
Del aware basis initiative, is it going to be the --
is this the first tinme that this is called a
renewabl e source? So, in other words, California
doesn't consider this base as being a renewabl e
source? | nean, wll we be the only state that
calls it renewabl e?

MR O MARA: Thank you for the
question. And it's a good questi on. Ri ght now it's
20 states in the country that allow -- put fuel
cells into their portfolio. Ei ght of those all ow
any kind of fuel.

And so New Yor k, Pennsyl vani a,

Connecticut, and going up the eastern seaboard, in
particular. And it's for this reason: Because a
|l ot of the other fuels aren't avail abl e yet. So we
will be the ninth state in the country to allow this

type of technol ogy into our RPS.
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SENATOR BOOTH: To be consi dered
renewabl e?

MR O MARA: Yeah. W wll be the
ninth state to be consi dered renewabl e.

SENATOR BOOTH: Al right. The ot her
question that | have -- and it canme up in caucus --
and |I'm ki nd of curious because you didn't -- you
actually weren't the one that answered this.

But it referred to the conpetition
between this fuel cell technol ogy and the w nd
that's been proposing that we've been working on for
about five, six years.

And ny question was -- and |I'Il 1l put
it the sane way -- this legislation, is this going
to blow the wi nd project out of the water down
there? | nean, are we not going to have wnd to
consi der anynore?

MR. O MARA: The requirenents of the
portfolio standard that Del marva has grown for both
the wind project, as it's currently proposed, and
this project. There are a |l ot of challenges to
face -- facing the Blue Water project right now.
And nost of them are financial, about how do you

raise the capital, how to price and actually deliver
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t he project.

So they both could, potentially, go
f or war d. But right now this is a sure thing where,
if we bring this conpany, it will not only be
manuf act ured here. One of the big differences is, |
believe -- | wasn't here for the 2008 debat e,
obvi ousl y. But one of the big differences is that
t hat debate was predicated solely on the hope that
you m ght be able to attract manufacturing later if
we had this narket, as opposed to now we are sayi ng
we al ready have sonebody that's willing to
manuf acture here and then export to the rest of the
country.

And so | think they are different.
But there is roomfor both of them potentially.

But | think there is financial questions around the
wi nd project that we all should be concerned about
as of right now.

SENATOR BOOTH: The wi nd proj ect was
al so dependent a great deal on forcing a contract on
DP&L to utilize whatever it produced, too. lsn't
t hat sonewhat simlar to what we are asking here
t oday?

MR O MARA: | think the maj or
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difference is that we have Del narva as a partner at
t he tabl e. They were interested in the technol ogy.
And | think one of the chall enges that's sone of the
next generation of pure renewabl e resources is that
they don't run 100 percent of the tine.

You know, wi nd may run at 35,

40 percent. And they have to figure out a way to
integrate that energy when it's comng into the
grid. And they have to figure out a way to ki nd of
utilize it while having sufficient resources to make
sure the lights stay on everywhere el se.

This is a basel oad technol ogy. And
so Delmarva views this as a way to actually address
mul ti ple chall enges at the sane tine, including sone
areas where there i s maybe not enough transm ssi on
or there's issues with brownouts or bl ackouts,
things |li ke that, and havi ng nbre generati on on
site.

There's ot her places that, you know,
need a |l ot of energy all the tinme, maybe at the end
of a transm ssion |ine. And so the technol ogy can
help in a lot of different ways because it's
100 percent or 98 percent reliable conpared to other

t echnol ogy.
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So | think they are different, but I
think that Delmarva was a willing partner the entire
tinme, because they see the potential of this being
both a cl eaner source but also a very reliable
source of energy.

SENATOR BOOTH: Colin, ny | ast
questi on: The process for this is to go in front of
t he Public Service Conm ssion. I s the Departnent of
Nat ur al Resources going to be there to testify? |Is
it going to be on the technical aspect of it, or is
it going to be as a proponent of iit?

MR. O MARA: So we w il be
parti ci pati ng. W do intervene in a |lot of Public
Ser vi ce Conm ssi on caucus rounds.

SENATOR BOOTH: As a proponent or as
sonebody that's offering technical assistance?

MR O MARA: In the | egi sl ati on
there's specific questions that we are going to be
asking in concern about the environnental benefits

and sone ot hers.

And so we wi Il be advocating for the
project in the environnental context. There w il be
DEDO and others that wll be advocating for econom c

devel opnent, and then the Comm ssion, itself, wll
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| ook at the rate piece. But we wll being talking a
| ot about the environnental benefits.

SENATOR BOOTH: Al right. Thank

you.
THE PRESI DENT: Senat or McDowel | .
SENATOR MCDOWELL: Thank you,

M. President. M. Secretary, |1'll just be brief.

You renenber ny senate vote, as you know, one of ny
concerns, and you and | have tal ked about it.

I just kind of want to get you on the
record and make sure | understand it, that it is
your belief that we can -- if we have concerns,
which | think we do, about the fledgling i ndustry we
created, renewabl e industry we created, and that we
are not -- that we don't inadvertently do sonet hi ng
to damage their progress.

I think right now we are sonewhere
bet ween 657 and 700 jobs in that industry that have

been created, and so we want to keep that on track

as we go.

You have assured ne that we can,
after the fact -- we don't have to hold anything up
or place it on this legislation -- but after the

fact we can | ook at the architecture of the RPS and
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nmake certain that we can keep the proper bal ance
with this fledgling industry with this new entry and
both can fl ouri sh. Is that correct?

MR O MARA: Yes. The way t he
|l egislation is crafted, we believe that the -- sone
of the RECS that could be applied to the solar carb
out will only affect utility-scale projects and not
really affect the 600 or 700 jobs that we have seen
created because of the |legislation that you
ori ginally authored.

And so we believe that. And we al so
believe there is flexibility about what the
conversion factors and things |li ke that shoul d be.
And part of that wll cone down to the findings of
t he Conmm ssion to nake sure they nmake good econom c
sense and environnmental sense.

SENATOR MCDOWELL: Thank you.

THE PRESI DENT: Senat or Lawson.

SENATOR LAWSON: Hey, Colin. How ar e

you?

MR O MARA: Good, sir

SENATOR LAWSON: A qui ck questi on:
VWhat is cl eaner: Conservati on or a chem cal

reaction of natural gas wth this process?
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MR O MARA: The cl eanest, qui ckest,
cheapest formof energy is the energy you don't use,
SO --

SENATOR LAWSON: So t hat woul d
super sede renewabl e?

MR. O MARA: Absol utely.

SENATOR LAWSON: That's fine. Thank
you.

UNI DENTI FI ED SPEAKER: M. Secretary,
did you hear ny previous question regardi ng the cost
of our Green Energy Fund --

MR. O MARA: Ch, vyes.

UNI DENTI FI ED SPEAKER: -- kil owatt
versus the tariff that is being proposed here?
Could you tell me what the difference is? Do you
recall those nunbers?

MR O MARA: Yes. The nunber is
sonewhere between a factor of a hundred -- a
t housand |l ess with the Green Energy Fund. The G een
Energy Fund is .00074.

UNI DENTI FI ED SPEAKER: Well, there is
no way it's going to replace this?

MR O MARA: No.

UNI DENTI FI ED SPEAKER: That' s enough
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on that. Is there a potential for reduced costs to
t hose using this technol ogy because of reduced
transm ssi on costs?

MR O MARA: For units that are
custoner sited?

UNI DENTI FI ED SPEAKER: Ri ght .

MR O MARA: Because they w ||
have -- | think of a data center or |i ke a coal
storage, a coal storage facility or a hospital or
a -- anyone that has 24-hour denand, there is a | ot
of tine |loss that you are avoi di ng because of the
t echnol ogy.

UNI DENTI FI ED SPEAKER: So there is a
potential for future econom c devel opnent from bei ng
able to offer on-site generation at reduced costs?

MR O MARA: Absol utel y. And | think
there is a lot of applications in agriculture, for
exanpl e. There has been a |l ot of activity the | ast
few years trying to nove towards nore natural gas,
towards, you know, snall, snmall conbi ned heat and
power units, things like that. And we view this as
very conplinentary to those activities.

UNI DENTI FI ED SPEAKER: Thank you.

THE PRESI DENT: O her questions for
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the w tness? Senator DelLuca?

SENATOR DELUCA:
excused?

THE PRESI DENT:
DelLuca?

excused. Senat or

SENATOR DELUCA:

May the w tness be

The witness is

Seei ng no ot her

questions, roll call.
SENATOR MCDOWELL: M . President.
THE PRESI DENT: Senat or McDowel | ?
SENATOR MCDOWELL: |If | just might
make a few brief coments: M. President, | spoke

to the secretary about -- and I'lIl start wth what

are sonme concerns but not negatives.

And the concerns are that we don't

take the proper steps to protect our fl edgling

renewabl e i ndustry. And | believe we can and nust

do that. And | think the secretary answered very

affirmati vely that that can be done and w Il be

done. And so that gives ne a great feeling of

assur ance.

M. President, there are four reasons

that we should do this. And, by "this,"” | nean take

advant age of this opportunity, which is the kind

t hat does not cone al ong very often.
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The first reason we should do this,
per haps the |l ast also, is jobs. These j obs are not
j ust anot her set of | obs. They are very high
t echni cal | obs. Many of themw Il require sone
advanced degrees, advanced trai ni ng. Many of them
wll require training that actually doesn't exi st
ri ght now. It will have to be created as we go.

And t hese are the best kind. These
are both blue collar and degree jobs. And so this
is what we really, really want to see. It isn't
very often that you have the opportunity to create
what is, for us, a relatively |arge chunk of these
ki nd of | obs. 1,500 jobs represents a very | arge
advance in this state.

You know, we felt that on the other
end when we | ost two autonobile factories in a short
period of tine. Because, with such a small state,
that | oss of blue collar empl oynent really racked
us.

Wwll, | don't know that we can get
t hose back right away, but we certainly have this
opportunity.

To Senator Lawson's questi ons,

question, | think they were appropriately placed.
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But | would say that we can never be sure. W can
never have a guar ant ee. W don't live in an age of
guarantees that if we do X, Y, and Z, we are goi ng
to build an autonobil e plant and for the next 50
years we can send generation after generation to
wor k at that plant.

So, to a certain extent, we have to
take the opportunities as they arise, and | think

that, particularly, when we are in a period of

enor nous technol ogical flux that we are now i n. And

I think the entire energy field is in such a tine of
flux. Can we guarantee who the winners wll be?

No, neither we can or M chigan or New York or

Cal i forni a.

So we have to get in the gane. I
like to think of it that if you' re going to wn the
Kent ucky Der by, you have to get a horse in the gane.

Now, we nay only be at the quarter
mle point at this tinme, but we have a horse in the
gane, in the race. And it's a thoroughbred. Make
no m st ake: Bl oom Energy i s a thoroughbred. They
have brilliantly created and gai ned a step-up on a

whol e | arge field of technol ogy devel opnent.

They have put the proof on the ground
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by putting their systemout in places where they are
wor ki ng, and it can be seen and watched, and you
know t hat t hese work.

So | think the third point is that
this deal allows us to do sonething that al so
doesn't cone al ong very often. It allows us to
build a real niche market in a highly technol ogi cal
field that we know is going to expl ode. We know
that energy of the future is not going to | ook |ike
t he energy of the past. W just don't know exactly
what it's going to be.

But this gives us the opportunity to
build with the wonderful systemthat the University
of Delaware, with their research capabilities, with
their applied science capabilities, wth their
technol ogy part, with their -- what's the nane of
the data wares shop that they built? -- and conbi ne
these -- and the (inaudible) institution that's
already there -- roses to our side. The successf ul
put -t oget her of this project gives us a chance to
really put Del aware on not just the national, the
wor |l d technol ogy nap.

And so in spite of sone concerns |

have or others have, | think we need to grasp this
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opportunity, congratul ate the governor's team for
putting it together, and let's get it done.

THE PRESI DENT: Senat or Lawson, then
Senat or Bunti ng.

SENATOR LAWSON: Thank you, sir.

Just in response to Senator MDowell's coment, |
understand jobs are critical to the state. There is
no doubt about it.

I woul d hope he puts as nmuch energy
and enthusiasminto saving the jobs at Dover Downs
as we do nmanufacturing or |ooking forward to these
900 j obs sonewhere down the road. W are facing
1,100 jobs lost imedi ately as opposed to 900 j obs
com ng along a year or so down the road and 1, 500
j obs years after that.

As far as guarantees go, certainly we
know there i s no guar ant ees. But, certainly, we
have to Il ook forward to try and see if we can best
protect our constituents, not oursel ves.

One ot her thing: Senat or DelLuca, if
I could, if it's possible for you to call soneone
fromBloomup to the stand, | have a few questions
for them if you wouldn't mnd, sir.

THE PRESI DENT: Identify yourself for
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the record and we wll --

MR, RI CHVAN: Josh Ri chman, Vice
Presi dent of Busi ness Devel opnent for Bl oom Energy.

SENATOR LAWSON: Thank you.

THE PRESI DENT: Senat or Lawson.

SENATOR LAWSON: Thank you, again.
And it's good seeing you again, sir.

MR, Rl CHVAN: Li kew se.

SENATOR LAWSON: Thanks for being on
t he East Coast.

MR RI CHVAN: (Laughter) Good to be
back.

SENATOR LAWSON: Just a coupl e qui ck
questi ons. Wien it says naneplate, is that the
total generation capability of that particular unit?
In other words, 30 negawatts, is that what the
nanepl ate -- what that term nanepl ate neans?

MR, RI CHVAN: So the systens are
scal abl e nodul ar. Wen we tal k about 30 negawatts,
it's the sumof the units that coll ectively make up
30 negawatts of potential generating capacity.

SENATOR LAWSON: Potenti al . Do t hey
normal |y do that through a 365-day peri od?

MR, Rl CHVAN: Yes. So our
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avai lability to date has been 99.5 percent.

SENATOR LAWSON: WO w. That ' s
t renendous. Wiat types of materials go onto these
plates? Is it rare? |Is that used?

MR. RI CHVAN: The cells, thensel ves,
are based out of a zirconia materi al. The only --
that's wdely avail able on four continents. The
only real conpetition we have for that source is
cubic zirconia, fake jewelry.

So it's a very |lowcost materi al .
And that's one of the things that differenti ates
this technology from |l egacy fuel cells, that by
using | ower cost materials and not relying on
pl ati num catal yst, or other precious netals, you
can achi eve hi gh-vol une, | ow cost manufacturi ng.

SENATOR LAWSON: But are you using

rare earth, like in the wwndm Ill, the wi nd turbine?
MR Rl CHVAN: l"mnot famliar with
what is in awndmll, but | know that we do not use

a lot of the precious netals that | egacy
t echnol ogi es have used.

SENATOR LAWSON: Thank you. And you
say that yours is nore environnentally friendly than

t he conbustion of natural gas. Wat is the
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reduction in CO2?

MR. Rl CHVAN: You know, car bon
accounting is conplicated. It's around 50 percent
reduction in CO2 conpared to the degree of
electricity you would get, not to nention the fact
t hat because there is no -- and the CO2 reduction is
really driven by efficiency, the way that you
convert the fuel into electricity through that
direct el ectrochem cal reaction.

Now, on top of that, not to nention
the fact that there is that dramatic reduction in
CO2, there is also, because it's el ectrochem cal and
not conbustion, there is no NOX, SOX, or the other
harnful particul ate em ssions that were di scussed
earlier that causes |ung cancer and ot her --

SENATOR LAWSON: So that's all
environnentally friendly, as well; it's just on the
CO2 i ssue?

MR. Rl CHVAN: So there is CO2
reducti on based on efficiency. Pl us the fact that
it's el ectrochem cal rather than conbustion, which
virtually elimnates NOX, SOX, and ot her
parti cul at es.

And then the third thing that hasn't
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been di scussed yet is that the technol ogy during
nor mal operati on does not require any water.

So by being water neutral, that's
another major differentiation in terns of an
envi ronnental aspect to the use of this technol ogy
relative to the | egacy generati ons generating
t echnol ogi es.

SENATOR LAWSON: So there i s nmany
ot her benefits other than just the CO2 benefits --

MR Rl CHVAN: Exactly.

SENATOR LAWSON: -- that we are
concerned wth?

MR Rl CHVAN: Yeah. I think we
shoul d be concerned with all of those, and we
address all of them

SENATOR LAWSON: Thank you very much.
Thank you, Senat or.

THE PRESI DENT: Senat or Bunti ng for
the w tness?

SENATOR BUNTI NG No. Not for the
W t ness.

SENATOR DELUCA: Ckay. May t he
W t ness be excused?

THE PRESI DENT: The wtness is
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excused. Thank you. Senat or Bunti ng?

SENATOR BUNTI NG Thank you,

M . President. I agree with the el enents of Senator
McDowel | and what he sai d.

My concern is not with the -- not
with the technol ogy. My concern i s the nethodol ogy
of funding this. I think there could have been a
better way to do this than dropping it on the
poor est of Del awareans now with the residenti al
rates. We are addi ng another thing on their rate
structure.

They have little say unl ess we
represent them And that's nmy concern. There is
sone other solutions, | believe, in the financi al
ar ena. But | know this train is on track, and it's
going in a direction, and I'"mgoing to have little
to no say where it goes.

But | wll say this: We just cannot
conti nue addi ng nore costs on the residenti al
consuner . This is not going to bother the
commerci al consuner an iota, because they don't buy
t hrough Del nmarva; they buy out on the open narket.

THE PRESI DENT: Senat or Boni ni ?

SENATOR BONI NI : Thank you,
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M . President. I just want a response real quickly
to Senator McDowell, who is clearly (inaudible) and
deserves credit for that.

I"'mtorn, because | think, clearly,
the Governor's Ofice, quite frankly, along with
Bl oom and Del marva, Colin, have cut a pretty good --
a really good deal, a deal as tight as you can get.

But at the sane tine, George is
exactly right. W are -- no question that this
technol ogy i s bei ng subsidi zed by ratepayers. And
here -- but we're going to get guaranteed 900 j obs
or they don't pay the nobney.

But Senator MDowell, | heard pie in
the sky for electric deregul ati on. | heard pie in
the sky for Blue Water Wnd. And | guess ny overal
question is, neither of those panned out as we were
told they would pan out. Wiy should we believe you
now?

And I will be honest. I want an
answer to that question. And nmaybe that answer is
that hey, this bill, you have to have the jobs or
you don't get the noney.

And, quite frankly, | haven't deci ded

how I " m going to vote yet. But I wll tell you
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that, especially wth the Blue Water, you know, we
were basically sold a bill of goods, | think
well -intentioned, and | just want to nmake sure that
we are not doing that again.

THE PRESI DENT: Senat or DelLuca?

SENATOR DELUCA: Roll call.

THE PRESI DENT: M. Secretary, please
call the roll on Senate Bill Nunber 124 as anended.

THE SECRETARY: Senat or Bl evi ns?

SENATOR BLEVI NS: Yes.

THE SECRETARY: Senat or Boni ni ?

SENATOR BONI NI : No.

THE SECRETARY: No. Senat or Boot h?

SENATOR BOOTH: Not voti ng.

THE SECRETARY: Not voti ng. Senat or
Bunti ng?

SENATOR BUNTI NG Yes.

THE SECRETARY: Yes. Senat or
Bushwel | er ?

SENATOR BUSHWELLER: Yes. Yes. Mar k
present, pl ease.

THE SECRETARY: Senat or Bushwel | er,
from absent to narked present, voting yes. Senat or

Cloutier?
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SENATOR CLOUTI ER: Mar k present,
pl ease. Vot i ng yes.

THE SECRETARY: Senator C outier from
absent to marked present, voting yes. Senat or
Connor ?

SENATOR CONNOR: Mar k present.

Vot i ng yes.

THE SECRETARY: Senat or Connor, from
absent to marked present, voting yes. Senat or
DeLuca? Yes. Senat or Enni s?

SENATOR ENNI S: Mar k present. Vot i ng
yes.

THE SECRETARY: Senat or Ennis from
absent to marked present, voting yes. Senat or Hal
Long? Yes. Senator Henry? Yes. Senat or Kat z?
Yes. Senat or Lawson? No. Senat or Marshal | ?

SENATOR MARSHALL: Yes.

THE SECRETARY: Yes. Senat or
McBri de? Senator McBride from absent to narked
present and voting yes. Senat or McDowel | ?

SENATOR MCDOWELL: Mar k present,
voti ng yes.

THE SECRETARY: Senat or McDowel |,

from absent to narked present, voting yes. Senat or
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Pet erson? Yes. Senat or Si npson?

SENATOR SI MPSON: Yes.

THE SECRETARY: Yes. Senat or Sokol a?
Yes. Senat or Sorenson? Yes. Senat or Venabl es?
Yes.

M. President, the roll call on
Senate Bill Nunber 124, as anended by Senate
Anmendnent Nunber 1, 18 yes, two no, and one not
vot i ng.

THE PRESI DENT: Havi ng received its
required majority vote, Senate Bill Nunmber 124 as

anended has passed t he Senate.
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CERTI FI CATE

I, Lorena J. Hartnett, a Notary Public and
Regi st ered Prof essional Reporter, do hereby certify
that the foregoing is as accurate and conplete a
transcription as possible fromthe audi o of the
proceeding held at the tine and pl ace stated herein.

The sai d proceedi ng was recorded by anot her
party and then reduced to typewiting under ny
di recti on. I was not present at said proceedi ng and
amtranscri bing only that which is audible by neans of
audi o recordi ng.

| further certify that | amnot a relative,
enpl oyee, or attorney of any of the parties or a
relati ve or enpl oyee of either counsel, and that | am
in no way interested directly or indirectly in this
acti on.

I N WTNESS VHEREOF, | have hereunto set ny
hand and affi xed ny seal of office on this 30th day of

Novenber 2015.
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