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Terry Piotrowski - RE: NGV Industry Input to AB 1007 Process -- Docket 06-AFP-1

o - i s o ettt S, PR R Ly 573 g
From: "Mike Eaves" <meaves@cngvc.org>
To: "Jerry Wiens'" <jwiens@energy.state.ca.us>

Date: 7/25/2006 1:28 PM

Subject: RE: NGV Industry Input to AB 1007 Process - Docket 06-AFP-1

CC: "Jim Tolkman"" <Jfolkman @energy.state.ca.us>, "Jeffrey Parsons™
<Iparsons @encrgy slate.ca.us>, ""Lorraine White™ <Lwhite@energy.state.ca.us>,
"McKinley Addy" <Maddy @energy.state.ca.us>, ""Mike Trujillo™
<Mirujill@energy.state.ca.us>, "'Peter Ward" <Pward@energy .statc.ca.us>, ""Tim Olson"
<Tolson@energy state.ca.us>

Jerry,

I will work on a response to thesea new questions. | had contemplated doint so in my previous submittal -- but
the document was long enough as is and ancther lefter submittal is warrented.

In a previous communication en "barriars” | included a lot of additional information on baoth the light-duty and

heavy-duty market. | have heard of no response/questions on this document so | have attached it again for your
consideration, review, and response if you have any questions. | have also included a response from Honda on
the “barrier" comments | submitted. | have attached their comments to give you insight on how Honda views the

Any iesdback/comments on material submitted to date would be appreciated. Once 1 have had a chance to
respond to your additional questions, perhaps we should arrange a meeting to discuss (with myslef and others in
the industry).

e DOCKET
O6-AFP- |

Michael L. Eaves

President, California NGV Coalition DATE UL 25 206
P.0.Box 4157 RECDITET 11

Diamond Bar, CA 91765
Phone: 562-697-9646
Cell: 562-708-7240
Fax: 562-683-2121
Email: meaves@cngvc.org

From: Jerry Wiens [mailto:jwiens@energy.state.ca.us]

Sent: Tuesday, July 25, 2006 10:26 AM

To: meaves@cngvc.org

Cce: Jim Folkman; Jeffrey Parsons; Lorraine White; McKinley Addy; Mike Trujillo; Peter Ward; Tim Olson
Subject: Re: NGV Industry Input to AB 1007 Process -- Docket 06-AFP-1

Thank you [or this impressive contribution to setling the record straight. I hope it gels the desired

attention,
It occurs W me that there are additional elements that deserve to be presented in support of NGVs.
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Your letter does not mention the annual tax sticker that saves money for heavy-duty NGVs and other
high fuel consumers compared to paying the per gallon state excise tax. The letter alse does not
mention the home refueling opportunity for Calilornia commuters. 1t will be interesting to see other
manufacturers join Honda in this market.

Another topic that deserves to be brought out is the compelitive effect of growing LNG imporls on
future natural gas prices. I believe this effcet deserves careful treatment in our price [orecasts.
Thanks aguin for your excellent support. 1look forward to continuing to work with you and the
CNGVC on the NGV element in the AB1007 report.

Jerry Wiens

Emerging Fuels & Tcechnology Office
Fuels and Transportation Division
1516 Ninth Street, MS-27
Suacramento, CA 95814

(916) 654-4649

FAX 653-4470
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California Natural Gas Vehicle Coalition Response to CEC Barriers
Document

Natural Gas Ohstacles

The use of the term barriers here is unfortunate. It implies that all the barriers have to he
overcome belore there can be any market penctration. Issues listed below do not define 4
g0—no go situation in the market. The issues define below deline the limitations on
markel penetration but not whether there can be a viable market.

Vehicle:
s Light Duty Owners/Operators:

This light duty market should be separated into at least two different categories: 1)
consumer vehicles and 2) light-duty fleet vehicles. Each has their own separate
issues regarding economics and infrastructure.

» Vehicle Seleetion Choice

Product variety and availability is an issue that policies need to address. One
can’t just look at the current situation of limited product models, The right
policies, stratcgies, incentives can bring more manutactures to the market. For
example, AB 1493 gave CARB the authority to develop greenhouse gas
regulations. In 2005, CARDB did just that, requiring vchicle manulacturers in the
future to comply with reduced CO2 emissions. However, while the legislation
allowed for the provision of credits of early adopters, thc CARB regulations
included no such provision. Had CARB identified an early adopter credit
program and calculated in the potential greenhouse emission gains from NGVs
and given appropriate credils — OEMs would have been encouraged Lo offer more
NGV products to the market instead of walking away from the market in the U.S,
This is an cxample of why you can’t wait until there is product to formulate
policies. It is also the reason the CEC and the state can’t dismiss NGVs as a
viable opportunity [or petroleum displacement simply based on products in the
market. Europe is a great example of where Global Warming Initiatives, CO2
reductions and desire for petroleum diversity have combined Lo [oster 16 OEM
NGVs in the market. And these products are not pickups and vans but consumer
ortented vehicles like Mercedes, Volvo, BMW, and VW.

5 Safety,tank pressure

Safety is not an issue to the NGV industry, The U.S. NGV industry has done an
excellent job of developing process and performance standards for CNG and LNG
storage that are being used around the world. Fuel stations operale up to 5,000
psig for the bufler storage systems to be able to transfer fuel to vehicles. On-
board storage fuel systems are designed Lo operate at up to 3,600 psig. All OEMs
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in the U.S. have used 3,600 psig fuel systems without problems. Fuel cell vehicle
manufacturers are using 5,000 psig fucl storage systems on their prototype
vehicles. Somc are experimenting with as high as 10,000 psig fuel systems. High
pressure gaseous fuel systems are unknown to the consumer. Proper consumer
education — as has been conducted by the NGV industry for years — is the way to
totally eliminate this as any type of obstacle. Consumer education on a broader
scale is needed to for high pressure gaseous fuel systems/vehicles.

» Ineremental-Cost-of Vehicles Economics

“Economics” is the real issue. Tt is hard to cnvision any advanced technology
vehicle that isn’t going to command a price premium over a conventional gasoline
counterpart. Even light-duty diesel will command a price premium over gasoline.
New technology penetrating the market at much lower volumes than conventional
vehicles will try to recover development costs through product pricing. As the
CEC looks at all altermative fuels, the issue will not be necessarily vehicle cost but
€conomics.

Even fuels like E85 have their economic issues. While the cost of an E83/FFV
may be zero o $200 — the economic issucs then switch to the cost of fuel. It il
companies don’t wish to be the marketers for E8S (as Exxon and Chevron have
indicated in the Midwest), then the ES5 interests will be forced to develop their
own infrastructure and have that cost of capital reflected in their price at the
pump. If the volume throughput through a station is low — then the capital
recovery cost in a gallon of fuel will increase significantly. On lop of
infrastructure costs, the economics of production and distribution need to be
captured in the E85 fuel costs. One has to consider that the price 0il companies
pay for ethanol for blend purposcs may be much lower than the price that will
have to be paid if ethanol is distributed outside the petroleum retail infrastructure.

For some oplions like hydrogen — the issue is more complex. Even if fuel cell
vehicles are produced with no incremental cost (and few believe this is possible),
one still has to consider the viability of the market if hydrogen pump prices are
$10+/gallon (kilogram}. Seo I think Economic — not Vehicle Cost is the proper
metric.

But considering vehicle cost, for years the incremental cost of light-duty NGVs
was in the order of $4,000 to $3,000. These were QOEM vehicles from Ford,
Chrysler, GM, Toyota, and Honda. When OEMs first started producing NGVs in
the early 90’s, they believed that with the right economies of scale
{production/sales) the ditferential cost of NGVs could eventually be reduced to
$1,500-$2,000 (the cost of high pressure fuel storage under mass production
quantilies}. These were the economics of the mid 90’s. In a look forward market
— and assuming appropriate automolive economies of scale of production and
sales -- $3,000-$4,000 may be the appropriate tarpet.
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It was once unthinkable that a product with an incremental price of $4,000 over a
conventional gasoline vehicle could sell in the market. The hybrid market is an
cxample of why price of the vehicle isn’t necessarily a limiting factor to market
penetration. And while hybrids haven’t necessarily been proven over the long
haul, the {act that they are such hot scllers is an indication that the consumer sees
value in the purchase of a more expensive vehicle, even though fuel cost savings
may not be justified over time. lust as hybrids are selling into a fuel price
conscious market - NGVs can potentially offer thc same type of fuel price
savings value to the consumer. Hybrids use the carrot of reduced fuel bills to
justity the incremental cost of the hybrids. These fuel savings are attributed to the
higher efficiency of the hybrid. Depending on the specific vehicle, fuel economy
can be increased 20% to 100%. [n a $3.25/gallon gasoline world, this means a
hybrid can reduce fuel costs 16.7% to 50%. In dollars, this represents a $0.54 to
$1.62/gallon fuel price saving. For NGVs, the consumer would potentially be
incurring a $4-5,000 incremental cost of the vehicle but achicving 4 $1.00+/gallon
fuel price savings. If the home fueling option is pursued, a consumer could be
saving $2/gallon today over $3.25/gallon gasoline prices,

The average consumer drives between 10,000 and 15,000 miles per year. At 15
mpg, this represents an annual fuel usage of 666-1000 gallons/year for the 15mpg
case and 333-500 gallons/year for the 30 mpg case. A consumer with a dedicated
NGV like the Honda Civic with home fueling would be able to achieve a 4-5 year
payback on their investment. T think the hybrid has a longer payback period to
offset an incremental cost of $4-5,000.

Ilowever, fleet vehicles like taxis and delivery vans that consume 5,000 — 7,500
gallons of fuel per year and would be able (o achieve less than a one year payback
at the going fucl prices.

S Vehiel

The NGV industry does not view vehicle range 1o be a barrier to overcome.
Range, less than gasoline, may define ultimate market penctration limits. Range
certainly differs for various types of light-duty vehicles. It can be as low as 150-
200 miles for work vchicles like taxis and vans, but as high as 250-300 miles for
vehicles like the Honda Civic (new model has 8 gallon tank and 39 mpg highway
rating). Natural gas taxis in Los Angeles travel an average of 90,000+ miles per
ycar with a 200 mile range fuel system.

NGV range is an issue because OEMs continue to package fuel storage into the
trunk of vehicles instead of designing purpose built NGVs where storage is
integrated into the frame where gasoline fuel systems exist. Better inlegration
will provide greater range for all products as well as greater utility (trunk space).

Range is not an issue that has to be solved before NGVs are promoled in Lhe state
as an option for fuel diversity. Many studies were conducted years ago as the
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stale pursued battery electric vehicles. Those studics showed that the majority of
daily use was below 60 miles per day. In today’s market, a Honda Civic with a
home fueling appliance allows the consumcr a 200-300 mile range per day.
Pickup trucks and delivery vans in fleet service have been very good economic
markets for natural gas with vehicles that only have a 150-200 mile range.

The CEC needs to focus not on what cxists today but what cun be achieved with
long term policies that promote and encourage NGVs. Purposc built NGVs with
greater range are possiblc over the next 25 years. Volume sales will encourage
OEMs 1o deliver products consumers demand vs. taking the least cost approach of
putting whatever fuel storagc they can inlo an existing trunk space.

This should be removed from the list. NGVs are not difficult to fuel. New
dispensers combine credit card convenicnee with video training. This is not the
issuc it was 15 years ago when station hardware was not customer friendly.

5 Luck of trunk-spaee

Certainly today, fuel storage detracts from trunk space, pickup truck cargo spacc,
and van cargo handling capacity. In some cases this is a4 nuisance but not a
barrier. It may limit the degree of initial market penetration — but is ccrtainly not
a reason to wait for it to be “fixed” before advocating NGVs as a petroleum
diversification strategy.

If one looks at the small vehicles that have been sclling [ast in recent weeks, it is
tucl cost cconomics that are driving sales. Smaller trunks/smaller space is not
dictating purchase decisions,

.

» Economics of Scale

This is the real barrier that the NGV industry needs 1o address. NGVs aren't
sustainable in the long-term without achieving greater sales. Greater OEM salcs
drive down the incremental cost of vehicles. It will also stimulate other
manufacturers to enter the market. Price competition and compeltition between
manufacturers is the ultimate solution to a viable market. The types of sales
needed to drive sustainability are only going to be achieved through bold policy
mutiatives at the state level. The right state policies and the economic size of
California can achieve significant petroleum displaccment via NGVs, California
policies need to address not only promoting petroleum diversity but promoting
goals [or market penetration that are consistent with achieving cconomies of scale
from manufacturers.

It has been suggested that the CEC look at life cycle costs (ILCC) for each
fuel/vehicle catcgory. This type on analysis is misleading hecause as economies
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of scale are achieved by manufacturcrs and reflected in lower differential costs of
vehicles, the LCC economics will change.

# Policies

The NGV industry exists because of bald policy initiatives. The federal 1992
Energy Policy Act launched the light duty market in the U.S. It resulted in dozens
of OEM light-duty products in the market — both bi-duel and dedicated. While
the NGV market was growing in California through the 90’s — it was dying
elscwhere. The federal government was found to be the biggest culprit in not
following EPACT guidelines. The federal government failed to implement
further regulations in 1997 when it was supposed (0. States began to follow the
federal lead and ignore EPACT. As a result, California was the last state
promoting NGVs — but OEMs becausc of low sales abandoned the market.

In addition, changes in policies can help with the vehicle availability issue. For
example, if CARB would retax the OBD and other certification standards for
CNG retrofits, it would enhance availability by providing retrofits for more
vehicles at a lower cost.

California/CEC/ARB needs to realize that bold policies are needed to achieve the
market transformation of petroleum diversification. These policics must be
codified in state law and require action by state agencies, business, and the public.
While there are initiatives active to pursue petroleum diversity, these are all being
done without formal policies that have been approved by the legislature. All
initiatives that arc driven by executive orders by the governor can be
reversed/eliminated with a new administration, California needs to adopt formal
legislative initiatives into law for the state to use as guidance for the next 10-20
years.

» (Outreach/Public Awareness/Public Education

This may be the most important 1ssue for the state and the industry to address
regarding market penetration of alternative fuels and NGVs in particular. The
NGV industry has no advertising or promotion budget. Industry members attend
conferences and industry meetings where they have a chance to link directly with
fleet customers. In rccent years, budgets for sponsoring booths at cvents have
been reduced. Even a company like Honda resorted to a mail campaign to 40,000
or so customers for the release of their 2006 Civic — rather than resorl Lo
ncwspaper ads or other media advertising. The NGV industry spends most of its
time responding to direct inquiries from potential customers — and does not have
the resources to conduct generic outreach on the benefits of natural gas as a
transportation fucl.

The state, the CEC, ARB, governor’s office, etc., is in a great position to fill the
void of public outrcach regarding alternative fuels. The state needs to both
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communicate a fuels diversily strategy/agenda and provide a source of
information for types of options that are available. This broad outrcach and
public education role for the state was highlighled in the Hydrogen Highway
Blueprint Plan for fucl cell vehicles. The need for the statc to chumpion this
outrcach runs across all alternative tucls.

7 Research/Product Devclopment/Demonstration

Rescarch/product development has becn a key ingredient in getting natural gas
products to the market. In the 90°s, OEM research sponsored by the Gas
Rescarch Institute (now Gas Technology Inslitute), gas distribution companics,
and state organizations like the CEC were instrumental in getting product to the
market. All NGV products in thc market today are an offshoot of thosc research
programs. OEMs today are not likely to want to invest in NGV research given
their current financial positions. But, as in the 90’s, OEMs can be convinced to
conduct development work if other entitics put up the development dollars.

California is in a unique position of markel size and economic power to command
OEM attention, cspecially if product development deollars are put on the table.
California has the opportunity to go beyond previous research/development
programs and work with OEMs to develop “purpose built” NGVs that have range,
fuel economy, and emissions nccded by California. The California utilitics are no
longer involved in NGV research/product development as they once were. CPUC
decisions in the 90’s forced ulilities to abandon product devclopment research
with OEMs. In the future, the state ({CEC or ARB) should be the entity
responsible for carrying on an aggressive product developmenl strategy with
OEMs.

It NGV are really desired in a petroleum diversity strategy, thought should be
given to establish a public purpose surcharge for transportation funded by natural
gas ulility ratepayers. Thesc tfunds should only be spent on NGVs,
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* Heavy Duty Owners/Operators:
»—Ceost-Economics

Apain, it 15 economics, not cost of the vehicles that are important for hcavy-duty
vehicles. The current cost for CNG and LNG vehicles are impacted by the same
lack of cconomies of scale as the light-duty market. Differential costs for heavy-
duty vehicles can be $50,000 or more greater than a comparable diesel vehicle.
The differential cost doesn’t mean that purchase of thesc vehicles is notl an
economically viable markel. In fact, for high fuel use fleet markets like transit
and refuse trucks - fuel savings can provide a 3-5 year paybuck for vehicles that
are retaincd in the fleet for 7-12 years. One can't look at vehicle cost alonc — but
must consider the overall LCCs associated with achieving significant fuel cost
savings.

The current ditferential costs for heavy-duty vehicles are misleading,.
Production/sales of these products are currently low. Al higher volumes, the
differential cost of heavy-duty vehicles can be reduced by 50%. The CEC nccds
to look at the near-term penetration of heavy-duly NGVs in niche markets as well
as the longer term penetration into other fleets that may not be economically
viable now.

> Safety

Safety is not an issuc with CNG vehicles. There are some safety issucs regarding
fueling with LNG. The NGV industry docs not foresee LNG fueling being
adopted for the light-duty market.

The NGV industry has an excellent safety record in both heavy-duty and light-
duty vehicle markets.

> R

Range is not an issuc for heavy-duty vehicles. There have been times in the past
when manufacturers offered inadequate fuel storage. It takes time and effort by a
vehicle manufacturer to accommodate specific fuel requirements on a vchicle. As
customers become more specific regarding their requirements, vehicle
manufacturers have been more accommodating in their fuel system designs.

If/when CNG storage has been an issue, manufacturers now offer LNG slorage as
a viable solution. To the extent that cven LNG storage doesn’t meet the range
desired of a customer — weil that defines a market penetration limil — not a barrier.

5 Weiel
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Weight should not be considered a barrier. At one time, only CNG heavy-duty
vehicles were available. Some of thesc vehicles, given the weight of CNG fuel
cylinders did have some weight issues that detracted from payload capacity on (he
vehicles. Customers with this concern have switched to LNG which doesn’t
create a weight issue onboard the vehicles.

Spacc for tanks is not an issue in a growing market. To date, many manufacturers
have added fuel storage on their existing vehicle platforms. If space limitations
defined fuel capacity, then customers got less fuel capacity than potentially they
wanted. Purpose build vchicles eliminate this problem. A good example of
purpose built vehicles is the new LLNG yard tractors for the ports of Los Angeles
and Long Beach. Without chassis modifications, the vehicle would have
insulficient LNG storage. By extending the chassis, they provided sufficient
space for fuel but increased the turning radius of the vehicle. In reengincering the
steering, they ended up with a shorter turning radius as well as accommodating
sufficient [uel storage.

>—Power-engine models

Power and engine models should be remaoved from this list. Current products do
limit the market potential of heavy-duly NGVs — but these products also can
address a large segment of the potential market NGVs plans (o capture. Power in
the past has been an issue, but vehicle manufactures were trying to accommadate
natural gas engines in their existing products vs. engineering the engine to an
application using different lransmissions and rear differentials. Vehicle
manufacturers have got much smarter and are now providing purpose huilt
products for specilic applications. Engine manufactures arc offering increased
horsepower so previous issucs with power have been resolved.

The number of engine meodcls in increasing because of increased sales in the U.S.
and overscas for existing products. Manufacturers can’t/won’l commit to new
products until they see respectable sales [or their existing products. Since current
manufacturers operate in a world market, increased salcs oversees is helping them
make plans for further product additions. Engine products currently available
address 4 very large percentage of vocational applications.

This should not be considered an issuc. There have been manufacturers that have
departed the markct and have left a void regarding continued support of their
products, but this is the exception. There are also products that have been affered
as experimental prototypes that custumers confuse with factory supported OEM
products {which is unfortunate). Manufactures currently in the market are
offering excellent support to the market.
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# EKconomies of Scale

Econormics of scale are just as important an issue for heavy-duty vehicles/engines
as for light-duty vehicles. Difterential costs of vehicles can be reduced up to 50%
if sufficienl sales are achieved. Viable, sustainable markets will be those where
economies of scale can be achicved. For some systems like CNG fuel storage
tanks, there are synergies between the light-duty and heavy-duly markets
(production of carbon fibers) that will lower the cost acrass both markets if
economies of scale are reached.

7 Dolicies
Achieving petroleum diversitication will require policy intervention by the state.
Little can be achieved if the state leaves it up to everyone to make their own
decisions modify purchascs of vehicles, (uel, etc. The heavy-duty NGV market
cxists because of state policies that have rewarded cleancr technology to enter the
market. New policies and incenlives to encourage non-petroleum could produce
cven grealer change in the market.

Changes in policies in midstream can also upsct emerging markets. Recently,
CARB was taccd with a decision to either change the 2007 emission standards for
transit buses or essentially mandate that all transil properties convert to the
alternative fucl path. Even though the diesel industry has not mct their
requirements under the Transit Rule, CARB elected to change the standard for
them vs. mandating natural gas which would have met the 2007 standard. This
was unfortunate for the NGV industry as manufactures have spent millions of
dollars to develop 2007 CARB compliant engings. [f there had been a petroleum
diversity strategy ftor the stale, CARB may have opted to make the California
market 4 natural gas market — meeting both its cmission standards and petroleum
diversity strategy/poals. Policies can effect market change.

»  Outreach/Public Awareness/Public Education

As previcusly mentioned under the light-duty vehicle market, outreach and public
awareness/education are just as important [or the heavy-duty market.

« Industry Barriers:
» Lack of infrastructure (CNG, LNG)

The NGV indusiry in California has aver 350 stations with more than 150 of those
having public access. There arc currently over 30,000 NGVs in the state. The
existing infrastructurc is capable of supporting 100,000 to 200,000 with out
scrious upgrades. The NGV has also developed a viable business model to
address market expansion. It is a plan that focuses on high fuel use fleets (which
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may be heavy-duty or light duty), uses near-term fuel saics to guarantee the
viability and sustainability of infrastructure, adds public access fueling for
collateral fleets or a consumer market, and builds stations at no cost to customer if
sufficient load is present.

The husiness model is not dependent upon utilizing petroleum industry
infrastructure. It relies on locating stations en customer property, having
reasonable lcases with the cuslomer, providing fuel price discounts to customers
allowing the station to he sited on their property, and reaching agreement with
customers to eslablish public fueling islands to service collateral fleets and the
public at large.

The industry is in a position to continue development of NGV infrastructure to
service a growing NGV population in response to Califernia’s need for petroleum
diversity.

» Lack of vehicle demand

This is a chicken and egg 1ssue. The NGV industry for years has marketed
exclusively to a target market of high fucl use fleets. Marketing efforts have kept
this focus. There are no resources available to mount a general outreach
campaign to the public. Other than Honda, there has been no OEM that has
developed a product [or the consumer market. OEMs that have produced NGV3
have focused on pickup trucks, vans, and automobiles that targeted the fleet
market public fleet requirements to meet EPACT compliance.

Natural gas utilities in the state (PG&E, SoCalGas, and SDG&E) had initial plans
to promote NG Vs to the public. The CPUC in a 1995 ruling on utility Low
Emission Vehicle Programs severely limited the utility programs (o sponsor
outreach. The CPUC decision was heavily influenced by WSPA’s negative
position regarding having ratepayer sponsorcd utility LEV programs.

As mentioned earlier, product demand can be generated if there are well defined
petroleum diversification policies for the state and general outreach programs lo
communicate to the public the need for diversity and which options the public
should consider.

» High cost of production

I am assumning this refers to the high differential cost of vehicles. As mentioned
earlier, there are economics of scale thal have vet to be achieved by OEMs that
will substaniizlly reduce the differential cost of vehicles. These cconomies of
scale could be achieved through sales in California if appropriate policies are put
in place as well as a stale outreach program to advertise hoth the need for
petroleum diversification and options available to consumers and [(leets.
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#» Lack of support from government (policy failures)

The NGV industry has survived a number of reversals of government policies
over the years. In the early 90’s there wus a legislative mandate for California
utilities to develop Low Emission Vehicle (LEV) programs and pursue until the
market was sustainablc. Electric vehicles and EV charging were supported by the
electric utilities and NGVs were supporled by the gas and combined utilities. The
CPUC asked the utilitics Lo submit 6 year plans. WSPA and o0il companies
intervened in the proceedings and convinced the CPUC that utilities shouldn’t be
in the transportation fueling business or promoting alicrnative fuels. As a result
of WSPA intervention, the utility LEV programs were reduced by 80% funding
for successful programs like R&D with OEMSs was climinated as well as outreach
and communications programs being eliminated.

Federal EPACT legislation also failed. As noted earlier, the federal government
was onc of the worse violators of its own policies. EPACT had set goals similar
to the recommendations that the CEC is trying to make (10% petroleum reduction
by 2000 and 20% reduction by 2010). EPACT is still on the books but numerous
ways have been designed to get around the requirements.

Markets can’t be sustained if policies developed to encourage their growth —
arcn’{ themselves sustained over the fong run. The type of market transformation
required to displacc 30% of petroleum usage in California by 2030 will cost
billions of dollars. Infant alternative fuels industries can’t afford the state to
change policics every few years and leave hundreds of millions of dollars in
stranded investments: Weak policies will also deter new entries into the market
based on new policy requirements,

» Volatile fuel price

The NGV industry does not feel that volatile [uel prices are a large issue. The
marketplace is familiar with fuel price volatility for gasoline and diesel fuel.
Natural gas should be no differcnt.

The NGV industry supports the development of a dedicated NGV market. Twice
in the history of NGVs (once in the early 70’s and the sccond in the early 80’s)
the NGV industry pursued a bi-fuel (gasoline and natural gas) market
devetopment stralegy. Unfortunately, in both of those instances, when oil prices
fell, the use of natural gas in bi-fuel vehicles disappeared. Both times, the NGV
industry was left with major stranded investments. With dedicated NGVs, there is
no [uel switching capability and the market can achieve stability.

The volatility of natural gas prices is not unlike the volatility of gasoline or oil
prices. For natural gas, market prices increase in the wintcr and (all in the
summer. This is just the opposite of gasolinc and oil prices. The NGV industry is
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fairly confident that {future natural gas prices are going to be able to competc very
favorably with oil prices.

e Government :

I think it is wrong to characterize government as a barrier. Government is an enabler
that sets the stage for others (o follow (e.g. putting a man on the moon, etc.) To the
extent that government identifies a problem but takes no action (o provide resolution
- then government lets everyone down. Government is defined as federal, state, and
even local.

» Lack of commitment to alternative fuel

It is wrong to characterize this as an alternative fuel issue. This is an energy issue
and specifically a transportation fuel issue for the U.S. It invalves petroleum
dependence upon specific areas of the world, security issues, balance of payment
economic issues, etc. There is a lack of commitment to alternative {uels because
“government” hasn’t recognized aliemative fuels as a solution to a greater energy
issue. It also hasn’t recognized the need for multiple options (o address the
problem.

There is extremely little action to foster change at the federal level. The
government would like to take the road of unaccountability — develop long range
R&D programs that won’t require accountability by current administrations for
results. In some respects, the slate has adopted a similar approach — pushing for a
hydrogen highway that is decades away, pushing for a world of renewables (that
will take much time to develop), and placing the burden of carbon sequestration
on everyone (something that just isn’t practical in the near term).

The state has had recommendations on the books for three ycars defining the need
for petroleum diversity but no action has been taken to develop a California
Energy Policy that encourages all non-petroleum fucls. The stale needs to not
adopt policies for specific alternative fuels but create an environment of R&D,
product development, market development incentives (o encourage all fuels to
ramp up their activilies in the marketplace.

The statc (and the [ederal government if they ever get their act togcther) has o
develop a comprehensive educational campaign (o alert the public on what the
state is promoting and which options the consumer/tleets can consider in their
petroleum displacement strategy.

» No long term programs for alt fuel
It isn’1 that there are no long term programs for alternative fuels — the problem is

there has been no government commitment to address transportation energy at all.
Years ago, the legislature directed the CPUC to allow California utilitics to
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develop comprehensive alternative fuel programs (for NGVs and electric
vehicles). It asked that utilities be engaged in these programs until the market
was sustainable. Less than three yeuars after that legislation, the CPUC at the
urging of WSPA made the utilities abandon much of their programs
(research/product development, infrastructure building, public outreach, etc.).
The urgency for petroleum displacement was just as critical in 1992 with the
federal EPACT legislation as it 13 today. But in all that time, more than 14 years,
neither the state nor the federal government has gotten sericus about petroleum
reduction and a transportation fuel energy policy.

If, as all fuels indicate, it will be a decades process to bring alternatives to the
market (cost effective product and infrastructure}, then it is incumbent upon the
state (il not the federal government) to take the lead and adopt policics thal really
do encourage and reward market penctration of altemative fuels.

» Budget constraints

Short term program funding is totally insufficient to address long-term market
transformation and significant market penetration of alternative fucls. Infant
industries have few financial resources to develop products and infrastructure
prior to market entry. Infant industries depend on gelling into the market as a
small scale and growing their market incrementally — very much like the NGV
industry has done over the last 16 years. There is a risk to this incremental market
growth stratecgy — and that is losing the market altogether based on not meeting
OEM criteria for vehicle/product sales and or failure of inlrastructure to achieve
profitability,

If the stale wants alternative fuel industries to penetrate the market at an
accelerated rate, it has to address the issues of product development to get a wider
range of vehicles in the market sconer than would normally be possible with
industry funding, and incentives to have infrastructure built at an accelerated rate.
Public investment to develop petrolcum diversity is absolutely essential.

Pursuing product development and infrastructure development without a viable
public outreach program to communicate goals and options for the consumer/tleet
will not be productive.

The dilemma for the state is whether incremental market expansion is capable of
achicving long term goals of petroleum displacement. If not, the state has to ofler
incentives for infrastructure expansion and product development so alternative
fuel development in the market can be acceleratcd. To date, only the petroleum
industry has the financial resources needed to develop options to petroleurn. That
industry has a strong financial incentive to only offer thosc options that offer them
financial reward in terms of revenue and profits. They are more likely to pursue
gas to liquids than options that will add to their bottom line than options like
ethanol and biodiesel that contribute to someone else’s bottom linc.



California NGV Coalition Page 14
Michael Eaves June 20, 2006

If the state wishes to sce the natural gas fuel option developed to its maximum for
the state, it needs to consider rccommendations/legislation to allow the California
natural gas public ulilities to once again invest in devcloping the market — through
research/product development and public outreach.
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California Natural Gas Vehicle Coalition Response to CEC Barriers
Document

Natural Gas Ohstacles

The use of the term barriers here is unfortunate. It implies that all the barriers have to be
overcome before there can be any market penetration. Issues listed below do not define a
go—no go situation in the market. The issues deline below define the limitations on
market penetraiion but not whether there can he a viable market.

American Honda Comment:

s Agrec — this is an unfortonate term to use,

o  CEC’s Mission Statement is as [ollows: (o assess, advocate and act through
public/private partnerships {o improve energy systems that promote a strong
economy and a healthy environment.

¢« CEC’s Vision Statement is as follows: [t is the vision of the California
Energy Commission for Californians to have energy choices that are
affordable, reliable, diverse, safe and environmentally acceptable,

*  CEC’s introduction to the Fuels and Transportation Division states:
California’s size and its "love affair’ with the automobile translates into
roughiy 31 percent of all energy in the state being used by the transportation
scetor. Cadifornia’s nearly 28 million vehicles consume more than 16 billion
gallons of gasoline and nearly 3 billion gallons of diesel. California is the
second largest consumer of gasoline in the world, behind the entire United
States and just ahead of Japan. The Energy Commission is concerned with
the impact transportation fuels has on our state.

¢ | know that the CEC embraces this mission and has these concerns for our
States theretore the use of the term “opportunities” would be best.

e And, yes. Lhere were and are challenges, but many were already addressed or
can be addressed if we all emabrace CELC's mission,

Vehicle:

o Light Duty Owners/Operators:
This light duty market should be separated into at least two different categories: 1)
consumer vehicles and 2) light-duty fleet vehicles. Each has their own separate

issucs regarding economics and infrastructure.

American Honda Comment:
*  Agree

#* Vehicle Selection Choice

Product varicty and availability is an issue that policies need to address. One
can’t just look at the current situation of limited product models. The right
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policies, strategies, incentives can bring more manufactures to the market. For
example, AB 1493 gave CARB the authority to develop greenhouse gas
regulations. In 2005, CARB did just that, requiring vehicle manufacturers in the
future to comply with reduced CO2 emissions. However, while the legislation
allowed for the provision of credits of early adopters, the CARB rcgulations
included no such provision. Ilad CARB identified an early adopter credit
program and calculated in the potential grecnhousce cmission gains from NGV
and given appropriate credits - OEMs would have been encouraged to offer more
NGV products to the market instcad of walking away from the market in the U.S,
This is an example of why you can’t wait until there is product to formulate
policies. Tt is also the reason the CEC and the statc can’t dismiss NGV as 2
viable upportunity for petroleum displacement simply based on products in the
market. Europe is a great cxample of where Global Warming Initiatives, CO2
reductions and desire for petroleum diversity have combined to foster 16 OEM
"NGVs in the markel. And these products are not pickups and vans but consumer
oriented vehicles like Mercedes, Volvo, BMW, and VW,

Amcerican Honda Comment;
s Let’s starct with celebrating what we do have!

+ Honda is now in ils ninth model year of its natural gas Civic GX, which is
being sold to both flects and retail customers throughout Calitornia. The
Civie GX is sold in all 50 states, with (he vast majority being deployed here in
California

s There is a nuinber of natural gas Small Volume Manulacturers (SVM) that
are converting hoth General Motors and Ford vehicles to compressed natural
gas and these SVMs® vehicles are warranted similar to an OEM NGY.

»  With regards to policies, these are very important. Here are two imporiants:

e Incentives - If incentives were available to buyers, more vehicles would he
purchased and more would be manutactured. Market [orces can have this
effecl. Incenlives are very important to the retail (and fleet for that matier)
market.

v (lean IFleet-Type Rules - Additionally, mandates for fleets to buy vehicles
have the impact of increasing CNG vehicle deployment. OEMSs will respond
to mandates to baild; but, without mandates to buy, the vehicles and their
energy benelits never experienced.

>—Safetytank-pressure

Safety is not an issue L0 the NGV industry. The U.S. NGV industry has done an
excellent job of developing process and performance standards for CNG and LNG
storage that arc being used around the world. Fuel stations operate up to 5,000
psig for the buffer storage systems to he able to transfer fuel to vehicles. On-
board storage fuel systems arc designed 1o operate at up to 3,600 psig. All OEMs
in thc U.S. have used 3,600 psig fuel systems without problems. Fuel cell vehicle
manufacturers are using 5,000 psig fuel storage systems on their prototype
vehicles. Some arc cxperimenting with as high as 10,000 psig fuel systems. High
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pressure gaseous fuel systems are unknown to thc consumer. Proper consumer
education — as has been conducted by the NGV industry for years — is thc way to
totally eliminate this as any type of obstacle. Consumer education on a broader
scale is needed to for high pressure gaseous fuel systems/vehicles.

American Honda Comment:

o Agree - Comments regarding tank safety and pressure are accurate.

+ Safety is always a top concern and the perception of NG Vs being unsafe must be
addressed.

o Emphasizing the inherent safeness ol natural gas juxtaposed with
gasoline is very importani. (Natural gas is lighter than air and
dissipates in case ol a releuase, ele.)

o It is important to note that certain OEM NG Vs, like the Honda Civic
GX, huve S-star NIITSA safety ratings. 1t docs not get any safer than
that!

o Natural gas has a long excellent safety record.

o Well-to—wheel safety is improved for natural gas as well, For
example, oil refinery fires have occurred and oil tankers have caused
many freeway catastrophes, Natural gas use would eliminate these
salety issues

o An cducation campaign is the best way {0 deal with these safety
concerns and the CEC could help with this,

»  Ineremental Cost-of-VMehieles Economics

“Economics™ is the real issue. [t is hard to envision any advanced technology
vehicle that isn’t going 1o command a price premium over a conventional gasoline
counterpart. Even light-duty diesel will command a pricc premium over gasoline.
New technology penetrating the market at much lower volumes than conventional
vehicles will try to recover development costs through product pricing. As the
CEC looks at all alternative fuels, the issue will not be necessarily vehicle cost but
economics.

Even fuels like B85 have their cconomic issues. While the cost of an E&S/FFV
may be zero to $200 — the economic issues then switch to the cost of fuel. If il
companies don’t wish to be the marketers for E85 (as Exxon and Chevron have
indicated in the Midwest), then the E5 interests will be tforced 1o develop their
own infrastructure and have that cost of capital reflected in their price at the
pump. Il the volume throughput through a station is low — then the capital
recovery cost in a gallon of {uel will increase significantly. On top of
inlrastructure costs, the economics of production and distribution need o be
captured in the E85 tucl costs. One has to consider that the price oil companies
pay for ethanol for blend purposes may be much lower than the price that will
have to be paid if ethanol is distributcd outside the petroleum retail infrastructure.
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For some options like hydrogen — the issue is more complex. Even if fuel cell
vehicles are produced with no incremental cost (and few believe this is possible),
one still has to consider the viability of the market if hydrogen pump prices are
$10+/gallon (kilogram). So I think Economic — not Vehicle Cost is the proper
metric,

But considering vehicle cost, for years the incremental cost of light-duty NGVs
was in the order of $4,000 to $5,000. These were OEM vehicles from Ford,
Chrysler, GM, Toyota, and Honda. When OEMs first started producing NGVs in
the early 90’s, they believed that with the right economies of scalc
(production/sales) the differential cost of NGVs could eventually be reduced to
$1,500-52,000 (the cost of high pressure fuel storage under mass production
quantities). These were the cconomics of the mid 90°s. In a look forward market
— and assuming appropriate automotive economies ot scale of production and
sales -- $3,000-$4,000 may be the appropriale target.

It was once unthinkable that a product with an incremental price of $4,000 over a
conventional gasoline vehicle could sell in the market. The hybrid market is an
example of why price of the vehicle isn’t necessarily a limiting facter to market
penctration, And while hybrids haven’t neccssarily been proven over the long
haul, the fact that they are such hot sellers is an indication that the consumer sees
value in the purchase of a more expensive vehicle, even though fuel cost savings
may not be justificd over time. Just as hybrids are selling into a {uel price
conscious market — NGVs can potentially offer the same type of fuel price
savings value to the consumer. Ilybrids use the carrot of reduced luel bills to
justify the incremental cost of the hybrids. These fuel savings are attributed to the
higher efficiency of the hybrid. Depending on the specitic vehicle, fuel economy
can be increased 20% to 100%. In a $3.25/gallon gasoline world, this mecans a
hybrid can reduce [uel costs 16.7% to 50%. In dollars, this represents a $0.54 to
$1.62/gallon fuel price saving. For NGVs, the consumer would potentially be
incurring a4 $4-5,000 incremental cost of the vehicle but achieving a $1.00+/gallon
fuel price savings. lf the home fueling option is pursued, a consumer could be
saving $2/gallon today over $3.25/gallon gasoline prices.

The average consumer drives hetween 10,000 and 15,000 miles per year. At 15
mpg, this represents an annual fuel usage of 666-1000 gallons/ycar [or the [Smpg
casc and 333-500 gallons/year for the 30 mpg cuse. A consumer with a dedicated
NGV like the Honda Civic with home fueling would be able to achieve a 4-5 year
payback on their investment. 1 think the hybrid has a longer payback period to
oftset an incremental cost of $4-5,000.

However, fleet vchicles like taxis and delivery vans that consume 5,000 — 7,500
gallons of fuel per year and would be able 1o achieve less than a one year paybuack
at the going fuel prices.
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American Honda Comments:

s  Apree — Incremental cost of vehicle is better presented in terms of fuel cost
savings as well as the extended life-cvele that can be experience with NG Vs, For
example, the Civie GX has a [5-year/150,000 mile warranty on the emissions
system and the engine may last much longer due to the fact that there is no
carbon build-up,

o Also, incentives, such as the federal tax credit, assist in buying down
the incremental cost of the vehicle

o T'here are also numerous benefits that are less quantifiable thealth
care costs associated with poor air quality, etc.) that should be
faclored in as well

e More importantiy, what will be the cost if we do not deploy or prepare to deploy
NG Vs and other AFVs today? The State is already aware due to previous crises
(such as the electric energy crisis) that waiting can cost billions. Also, what is the
environmental costs of damage (global warming, ete.) that will be irreversible if
we do pot Lransition (o NGVs? (No money in the world will be able to pay our
way out of such a sitnation; and, then, won’t a $4,000 or even a $10,600
incremental seem like a deal?)

»—Vehiclerange

The NGV industry does not view vehicle range to be a barricr to overcome.
Range, less than gasoline, may define ultimate market penetration limits. Range
certainly differs for various types of light-duty vchicles. It can be as low as 150-
200 miles for work vehicles like taxis and vans, but as high as 250-300 miles for
vehicles like the Honda Civic (new model has 8 gallon tank and 39 mpg highway
rating). Natural gas taxis in Los Angeles travel an average of 90,000+ miles per
year with 4 200 mile range fuel system.

NGV range is un issue because OEMs continue to package fuel storage into the
trunk of vehicles instead of designing purpose built NGVs where storage is
intcgrated into the frame where gasoline fuel systems exist. Better integration
will provide greater range for all products as well as greater utility (trunk space).

Range 1s not an issue that has to be solved before NGVs are promoted in the state
as un option for fuel diversity. Many studies were conducted years ago as the
state pursued battery cleciric vehicles. Those studies showed that the majority of
duily use was below 60 miles per day. In today’s market, a Honda Civic with a
home fueling appliance allows the consumer a 200-300 mile range per day.
Pickup trucks and delivery vans in fleet service have been very good economic
markets for natural gas with vehicles that only have 4 150-200 mile range.

The CEC needs to focus not on what exists today but what can be achieved with
long term policies that promote and encourage NGVs. Purpose built NGVs with
grealer range are possible over the next 25 years. Volume sales will encourage
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OEMs to deliver products consumers demand vs. taking the lcast cost approach of
putting whatever fuel storage they can inlo an existing trunk space.

American Honda Comments:

o Agree - please note — Civic GX is a purpose-built NGV and the tunk
configuration is the best for driver usage and ability to build the vehicle on
the assembly-line.

o Range has been a bit of a challenge but as the CNGVC comments note, home
refueling with Phill can greatly improve range. Also, the comments
regarding average vehicles miles traveled are important to note as the
average commute driving 60 miles per duy will not be inconvenienced hy the
range

o One solution to “range is an issue” is providing more natural gas refueling
infrastructure. Then, it would be more convenient Lo [vel more frequently.
(The CEC could assist greatly with this, as they have in the past, by
providing incentives for public infrastructure and cultivating an
environment for public-private partnerships.)

This should be removed from the list. NGVs are not difficult to fuel. New
dispensers combine credit card convenience with vidco training. This is not the

issue it was 15 years ago when slation hardware was not customer friendly.

American Honda Comment:

o Agrec.
o There are also many websites that can be accessed {o view refueling training
videos.
> Lack-efHrunk-spaece

Certainly today, fuel storage detracts from trunk space, pickup truck cargo space,
and van cargo handling capacity. In some cases this is 4 nuisance but not a
barrier. It may limit the degree of initial market penetration — but js certainly not
a reason to wait for it to be “fixcd” before advocating NGVs as a petroleum
diversification strategy.

It onc looks at the small vehicles that have been sclling fast in recent weeks, it is
fuel cost economics that are driving sales. Smaller trunks/smaller space is not
dictating purchase decisions.

American Honda Comments:
o  Agree,
o Honda Civie GX refail demand has been increasing significantly and truck
space has rarely been an issue. Drivers of NGVs recognize that there are
some design diftferences belween NG Vs and gasoline vehicles. This should
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noi be characterized as a bharrier or a trade-off; it is just a difference. (An
analogy may be made with today’s home designs ~ homes are smaller and
may be in areas with higher densities. 'These homes are today’s reality in a
market that has much larger demand than supply for both built homes and
available land for development. Consumers are accepting this reality. Who
says a truck must be 12 cubic feet?)

# Economies of Scale

This is the real barrier that the NGV industry needs to address. NGVs aren’t
sustainable in the long-term without achieving greater sales. Greater OEM sales
drive down the incremental cost of vehicles. It will also stimulate other
manufacturers Lo enter the market. Price competition and competition between
manufacturers is the ultimate solution to a viable market. The types of sales
needed to drive sustainability are only going to be achieved through bold policy
initiatives at the state Ievel. The right state policies and the economic size of
California can achieve significant petroleum displacement via NGVs. California
policies need Lo address not only promoting petroleum diversity but promoting
goals for market penetration that are consistent with achieving economics of scale
from manulacturers.

[t has been suggested that the CEC look at life eycle costs (LCC) for each
fuel/vehicle category. This type on analysis is misleading because as cconomics
of scale are achieved by manufacturers and reflected in lower differential costs of
vehicles, the LCC economics will change.

American Honda Comuuents:

Economies of scule are importanl. Larger sales volumes may lead to lower
costs for manufacturing (tank prices may decrease, ete.) and, thus, lower
incremental costs. Also, more sales may lead to manufacturers considering
new and different NGVs that can lead te even greater market share for
NGVs.

# DPolicies

The NGV industry exists because of bald palicy initiatives. The federat {992
Energy Policy Act launched the light duty market in the U.S. It resulted in dozens
of OEM light-duty products in the market — both bi-duel and dedicated. While
the NGV market was growing in California through the 90’s — it was dying
elsewhere. The federal government was found to be the biggest culprit in not
following EPACT guidelines, The federal government failed to implement
further regulations in 1997 when it was supposed to. States began to follow the
federal lead and ignore EPACT. As a result, California was the last state
promuoling NGVs — but OEMs because of low sales abandoned the market.



California NGV Coalition Page 8
Michael Eaves June 20, 2006

In addition, changes in policies can help with the vehicle availability issue. For
example, il CARB would relax the OBD and other certification standards [or
CNG retrofits, it would enhance availability by providing retrofits for more
vehicles at a lower cost.

California/CEC/ARB needs to realize that bold policies are needed to achieve the
market transformation of petroleum diversification. These policies must be
codified 1n state law and require action by state agencies, business, and the public.
Whilc there are initiatives active toe pursuc petroleum diversity, these are all being
done without formal policies that have been approved by the legislature. All
initiatives that arc driven by exceutive orders by the governor can be
reversed/eliminated with a new administration. California needs to adopt formal
legislative initiatives into law for the slate to use as guidance [or the next 10-20
years.

American Honda Comments:

Agree — Policies are important and these thal are referenced are excellent (o
nole.

In addition to the policies mentioned, policies related to establishing
incentives and policies that create mandates (o buy will also increase the
number of vchicles sold.

New policies that could make it easier to buy {(establish incentives), easier to
sell (make certification of NG Vs simpler and less expensive) and easier to fuel
(ease the permilling requirements lor establishing NG infrastructure and
Phill) NGVs would expand and strengthen the markei.

If CEC could coordinate with other State agencies, such as CARB and
Caltrans, there may be some innovative policies and projects put into place,
For example, could CEC assist CARB in resolving the hot-gas specification
issues in Central California?

Qutreach/Tublic Awareness/Public Education

This may be the most important issue for the state and the industry to address
regarding market penetration of altcrnative fuels and NGVs in particular. The
NGYV industry has no advertising or promotion budget. Industry members attend
conferenees and industry mectings where they have a chance to link dircetly with
fleet customers. In recent years, budgets for sponsoring booths at events have
been reduced. Even a company like Honda resorted to a mail campaign to 40,000
or so customers for the release of their 2006 Civic -- rather than resort to
newspaper ads of other media advertising. The NGV industry spends most of its
time responding to direct inquiries from potential customers — and does not have
the resources to conduct generic outreach on the benefits of natural gas as a
transportation fuel.

The state, the CEC, ARB, governor’s office, cle., is in a great position to fill the
void of public outreach regarding alternative fuels. The state needs to both



California NGV Coalitlon Page 9
Michael Eaves June 20, 2006

communicate a fuels diversity strategy/agenda and provide a source of
information for types of options that are available. This broad outreach and
public education role for the state was highlighted in the llydrogen Highway
Blueprint Plan for fuel cell vehicles. The need for the state to champion this
outreach runs across all alternative [uels.

American Honda Comments:

*

v

Agree,

There are at least two types of outreach necded — one related to nataral gas
generally and one related to NG products and infrastructure,

For many people, NG is a mystery and unknowns seem risky. The CLEEC and
other State agencies could provide an excellent service in spreading the word
abou! NG as a transportation fuel. (This would be a great project for the
CEC and the PUC or the utilities.)

With regards to NG products, companies like American Honda are spending
millions of dollars to market vehicles like the Civie GX. Traditional
marketing (newspaper ads, etc.) is nol always as effective for NGVs as
advertising through websites and through direct mail.

Also, CNGVC should add information regarding CNG as the pathway to
hyvdrogen and the reasons why CNG must be widely adopted if 112 is to
flourish (i.e.. infrastructure, vehicle range similarities, refueling similarities,
ete.)

Research/Product Development/Demonstration

Rescarch/product development has been a key ingredient in getting natural gas
products to the market. In the 90’s, OEM rescarch sponsored by the Gas
Research Institute (now Gas Technology Institute), gas distribution conmpanies,
and state organizations like the CEC were instrumental in getting product to the
market. All NGV products in the market today are an offshoot of those research
programs. OEMs today arc not likely to want to invest in NGV research given
their current financial positions. But, as in the 90°s, OEMs can be convinced to
conduct development work if other entities put up the development dollars.

California is in a unique position of market size and economic power to command
OEM attention, especially if product development dollars arc put on the table.
Caltfornia has the opportlunity to go beyond previous research/development
programs and work with OEMSs to deveiop “purpose built” NGVs that have range,
fuct ceconomy, und emissions needed by California. The California utilities are no
longer involved in NGV research/product development as they once were. CPUC
decisions in the 90's forced ulilities to abandon product development research
with OCEMs. In the future, the state (CEC or ARB) should be the entity
respansible for carrying on an aggressive product development strategy with
OEMs.
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Il NGVs are really desired in a petroleum diversity strategy, thought should be
given to establish a public purpose surcharge for transportation funded by natural
gas utility ratepayers. These funds should only be spent on NGVs.

American Honda Conmunents;

¢ Agree — except please note that some OFMs like American Honda are
conducting research and product development (and should he recognized for
these eflorts). American Honda uses much of its own funding {0 develop its
AFVs.

e A public purpose surcharge funded hy natural gas utility ratepayers may not
be the best approach. (It will be challenging to achieve advocacy for such a
tee.) However, funding for these efforts is important.
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Terry Piotrowski - NGV Industry Input to AB 1007 Process -- Docket (6-AFP-1

R EE i b + S Lo L e et

From:  "Mike Eaves” <meaves@cngve.org>

To: "Lorrainc White" <lwhite @energy .state.ca.us>, <pflinl@energy.state.ca.us>,
<lbccksir@energy .state.ca.us»>, <HKalleme @cnergy.state.ca.us>,
<CGraber@energy.state.ca.us>, "Catherine E. Witherspoon” <cwithers@arb.ca.gov>, "Tom
Cackette"” <tcackett@arb.ca.gov>, "Mike Scheible" <mscheibl@arb.ca.gov>

Date: 712172006 6:07 PM

Subject: NGV Industry Input 1o AB 1007 Process -- Docket 06-AFP-1

cC: “Jerry Wiens (Jerry Wiens)” <Jwiens@energy .state.ca.us>, "Peter Ward"
<Pward @energy.state.ca.us>, "James M. Folkman" <jfolkman@energy state.ca.us>,
"Michael D. Trujillo” <mtrujill @energy.state.ca.us>, "McKinley Addy"
<maddy @energy.statc.ca.us>

Please accept these comments from the California Natural Gas Vehicle Coalition regarding the AB 1007
Process. There are several issues relating how NGVs have been analyzed in the past that should be addressed
in the AB 1007 Report process.

| would appreciate it if these comments can be officially accepted as part of Docket 06-AFP-1,
If you have any questions, please dan't hesitate to call.
Mike

Michael L. Eaves

President, California NGV Coalition
P.Q.Box 4157

Diamond Bar, CA 91765

Phone: 562-697-9645

Cell: 562-708-7240

Fax: B62-683-2121

Email: meaves@cngvc.org
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California
Natural Gas Vehicle Wichae| L. Eaves
Coalition

July 19, 2006

Ms. Lorrainc While

Project Munager IEPR
California Energy Commission
1516 9™ Street, MS 39
Sacramento, CA 95814-5504

Subject: Docket # 06-AFP-1 — AB1007 Alternative I'uels Plan
Dear Ms, While:

I thought we had a very productive meeling on May 30™ to discuss the natural gas vehicle
industry, the economics of the industry, our business plan focus on heavy-duty vehicles, and the
potential NGVs offer 1o reduce petroleum dependence in the state. Natuoral gas fucl is currently
priced at $2.09 per gasoline gallon equivalent in southern Californta. High-volume fleet operators
arc realizing fuel price discounts down to $1.30 per galton. Natural gas cun and will play a very
valuable role in reducing petroleum demand — something that hasn’t been recognized or
appreciated in the Commission’s 2303 or 2005 IEPR.

At our May 30" meeting, you requested feedback on what didn’t work for the natural gas vchicle
(NGVY) industry in terms of characterizing the opportunities for natural gas in the 2005 IEPR. You
also wanted our input in what to do differently in AB 1007 from the approach taken in the 2005
IEPR. The 2005 IEPR implies that natural gas will have limited petroleum displacement potential
(for both CNG and LLNG) by the year 2025, The potential displacement was listed as ahout 300
million gallons of petrolcum displacement by 2025, The reality is that in 2005 the combined CNG
and LNG use in California amounted to about 100 million gallons of petroleum displacement. The
market is growing al a 25-30% per year rate. The CEC perspective that natural gas can’t be a
significant factor in displacing petroleum in California is biased by a numbcer ol questionable
assumpions and analyses over the last three years. One of the critical issues framing the need for
any alternative fuels is the demand forecast projections.

e Changes in Petroleum Demand Forccast

A most significant change in the last threc years has been the reduction in the demand projections
for gasoline and diesel fuel. The petroleum demand f{orecast has been reduced by 4-3 billion
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gallons per year from the initial AB 2076 report. In 2005 hearings, staff indicated the reductions
were the result of modifying the growth expectations for the state. In 2005, the overall growth rate
for California was reduced to 1.15 percent for population, 1.01 percent for total number of
households, and 1.25 percent for real per-houschold income, The Commission would apply these
projections over the next 20 years,

While the change in growth rate projections reflects the downturn in California’s economy,
projecting this growth rate out 20 years will lead to severe consequences if the California economy
rebounds as many think it will. Earlier growth rates used to predict future petroleum demand were
0.4-0.5 percent higher. A change in the growth rate ot 0.1 percent cquates to about 1 billion
gallons per year increasc/decreasc in projecied peireleum consumption in 2030, The Commission
should be looking not only at the best-case scenario for petroleum use (worst-case cconomic
scenario} but also the worst-case scenario for petroleum dependence — which would mean using
higher growth rate projections and higher projections of petrolenm demand.

On top of that, the growth rate that truly matters is not population, houscholds, or income, but
cxpected growth rate for energy consumption. The following table (111) from EIA’s International
Encrgy Qutlook 2006 shows forecasted growth rates for energy for the world.
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EIA projects an average 1.4 percent growth rate for energy in North America (with a low growth
of 1.1 percent and a high growth factor of 1.7 percent). Calitornia’s cnergy growth could casily
lead the rest of the United States and Nerth Amcrica. This means that California energy growth
could be greater than 1.4 percent average that EIA forecasts for North America. If this is so, the
Commission’s demand forecast over the next 25 years could easily be underestimated by 4-5
billion gallons — the same amount removed from the original 2003 AB 2076 forecast.

¢ How Growth Projections Bias Solutions

The AB 2076 report investigated the quantity and mix of alternative fuels needed to complement
morc cfficient vehicles o reduce petroleum demand so that demand would more closely match
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California’s refinery capacity. The original growth scenario projected a 27-28 billion gallons per
year transportation fuel demand (in 2030) and a state refinery capacity of 16-18 billion gallons per
year. The Commission concluded that all measures - vehicle efficiency gains and alternative fuels
~were needed to offset this 9-10 billion gallon per year “shortfall” of refinery capacity.

Solutions to reducing petroleum demand started with the recommendation that CAF E be doubled.
Once reductions from efficiency gains were subtracted from the demand curve, potential
contributions of alternative fuels were subtracted from demand to yield a petroleum demand
comparable with state refinery capacity. The Commission went so far as to identify an alternative
fucls penctration scenario where overall petroleum demand could be reduced to 15 percent below
2003 consumption levels. Even after the impact of doubling CAFE was subtracted from the
petroleum demand curve, there was a sufficient gap between demand and refinery capacity that
required factoring in all alternative fuels, even a substantial contribution for hydrogen (fuel ccll
vehicles) to bring the demand curve down to state refinery capacity.

Once the Commission changed the growth projections and petroleum demand for the state,
solution eplions for alternative [ucls were greatly scaled back. The following table represents
some of the subtle changes o an aggressive stralegy identificd in the AB 2076 Report and the

strategies identified in the 2005 IEPR.

Strategies to Reduce Petroleum Demand

Strategy Before Demand After Demand Forecast
’ Forecast Reduced Reduced
CAFE Need to Double Accept 30% improvement

fuels to achieve
appropriate market
sharcs

CAFE in etficiency from GHG
lcgislation
Alternative Fuels | Need all alternative Need ethanol blends and

possibly E&S5 along with
biodiesel blends and GTL
blends

Hydrogen

Had this 1n the mix
for future

Not discussed in
needs/recommendations

Natural gas

Desired for niche
markets

Nol identified as making a
significant contribution

Hybrids Not reaily mentioned | Now highlighted
separately from technology for efficiency
CAFE improvements | pains

Clectric and Plug- | Not mentioned Now play areole

in hybrids

Pctrolcum Reduce to 15% below | Silent an reductions below

Demand 2003 consumption any baseline
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The changes in demand forecasts arc influcneing the Commission on strategies and
recommendations to achieve petrolcum diversity. As petroleum demand is refined downward and
becomes more manageable from a strategic perspective, the recommendations for alternatives to
petrolezm become fewer and fewer {e.g. the case of hydrogen — highlighted in the 2003 reports but
not mentioned in 2005). Greater reliance and the majority of focus is placed on petroleum blend
fuels (10 pereent ethanol in gasoline and 20 percent biofuels/GTLs in diesel). Other options such
as CNG, LNG, LI'G, and hydrogen are essentially disimissed from consideration. Even the
discussion of doubling CAFE has been replaced with acceptance of the 30 percent reductions that
can be achieved (if) CARB regulations on greenhouse gases are enforced. And while the

Commission has stated a number of times that its characterization of specific fuels {ethanol
and biofuels) is only an example of what can be achieved using a portfolio of all alternative
fuels, the reality is that policy makers. legislators and others (including CEC staff) have
focused on those specific fucls as the solution and have dismissed other alternatives, such as
natural gas, that are available today and capable of achieving significant amounts of
petroleum displacement over the next 25 vears.

The 2003 AB 2076 report proposed a suite of options that could achieve approximately 12 billion
gallons of petroleum reduction by 2030 (the difference between the extrapolated demand curve in
Figurc 8 and the 141 billion gallon line in Figurc 8). Only about 3-4 billion gallons of that were
alternative fuels - 8-9 billion gallons were atiributed to doubling CAFE. If this same 12 billion
gallon potential were subtracted from the “revised” petroleum demand curve (Figurc 2 ~ Projected
(asoline and Diescl Demand) from the 2005 IEPR - petroleum demand could be cut to 12-14
billion gallons per year — significantly below today’s California refinery capacity. This should be

the state’s goal,

Figure 8
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Figure 2: Projected Gasoline and Diesel Demand
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AB 2076 originally recommended that the state reduce petroleum demand/consumption to 15%
less than 2003 consumption. WSPA and oil companies fought hard to have this recommendation
removed from the AB 2076 report, the 2003 1IEPR, and the 2005 IEPR. With the reduction in the
demand projections for the statc, it now appears that the Commission is trying to use alternative
fuels to bring petrolewm demand down merely to refinery capacity for the state — and is not
pursuing all the potential allernative fuel options to reduce petroleum demand by as much as
possible. Again, reducing petroleum use as much as possible should be the goal if the point of
the cffort is too preserve California’s cconomic health (rather than to ensure market share for
the industry).

¢ Has the Commission selected the right target?

The premise for the AR 2076 rcporl was that petroleum demand in the state was exceeding state
refinery capacity, and to avoid economic disruption caused by refincry outages and price spikes,
petroleum demand in the state had to be reduced. Recent cvents have shown us that matching
petroleum demand with petroleum refinery capacity is not geing o prevent disruptions to the
California or U.S. cconomy. While refinery outages in Calilornia certainly impact short-term
prices, it is the overall volatility of oil prices on the world market that is causing economic
disruptions throughout the world. California has to worry about world pricing disrupticns that can
last months or years — not about price swings when a refinery goes down uncxpectedly for weeks.
California’s petroleum demand and relinery capacity are better balanced today than they may be
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over the next 20-30 years. Today’s gasoline and dicscl prices, over $3 per gallon for extended
time frames, does not validate a Commission strategy that California’s future with respect to
petroleum will be secure if we work to maich {uture petroleum demand to California retinery
capacity.

World oil demand is set to increasc 37% from the existing level of 86 mitlion barrels per day to
[18 bpd in 2030, according (o the U.S. Energy Information Administration (EIA). And some
analysts belicve we have already hit peak capacity; many more belicve we will soon, It is going to
be world competition for this demand as well as a struggle 10 increase supply that will dictate fuel
prices. California’s desire to match intcrnal refinery capacity with demand will be noise in the
global energy market.

California must ¢lect to support the growth of all alternative fucls for the state. As the
Cominission has stated numerous times, it needs a suitc of solutions for the marketplace. Each
allcrnative fuel has a host of obstacles it must overcome lo become a viable, sustainable fuel in the
market. State support for alternative fucls is essential to allowing them to grow in the current
monopoly (o1l) market, but the statc 1s not in a position to select a “winner.” Only the markct can
do that, and given the patterns of growth we’re already seeing, it seems certain that different
segments of the markel will gravitate toward different fiels. Statc policics must be equitable to
allow all fucls to compete and to serve ali users,

+ Cost Effectiveness

The NGV industry has several concerns regarding the economic/cost effectiveness studies for
alternative fuels and many issues rcgarding the specific analyses for natural gas. The cost
effectiveness of fuels is based on the projected market prices for an alternative fuel (or real data if
available) compared to a bascline projection of gasoline and diesel prices developed by the
Commission.

The gasoline and diesel price benchmarks have been nnrcalistically low — creating an unrealistic
cost effectiveness hurdle for the alternative fucls (o achieve. For instance, in 2003, the benchmark
price of gasoline used in the calculations was $1.67 per gallon. In looking back at the price history
for regular gasoline in the state (CEC website data), since January 1, 2003 that §$1,67 benchmark
price has been exceeded 162 out of 172 weeks. The average price of regular gusoline in California
was $1.83 in 2003, Similarly, in 2005 the Commission used $2.23 per gallon as the gasoline
benchmark. That price has been exceeded in 67 of the last 78 weeks (since January 1, 2005). The
average price of regular gasoline for 2005 was §2.47.

The Commission is thus establishing an unrcasonable standard: It is unrealistic to think that, given
the financial costs of developing ncw [uels, delivering them to market, and providing both
infrastructure and vehicles, alternative fuels can compete with below-markct price [orecasts for
gasoline and diesel. Developing and bringing new fuels to the market is a very cxpensive
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proposition where all “investments” have to ultimately carn a return. Most markct cntry prices for
alternative fuels will have to command a premium to begin paying back investors, or be initially
subsidized. Alternative tucl prices could cventually be reduced but only aller ceconomies of scale
of market penctration have been achieved. Alternative fuel developers are therefore banking on

competing with high-priced ¢il and high-priced fuel at the pump not figuring out how to compete
with the lowest priced oil/fuel imaginable.

Major economic disruptions to the cconomy exist when oil prices go to $70 per barrel and $3.00 to
$3.50 per gallon prices al the pump. If these are the types of price spikes that cause the
Commission and California concern, then cost-effectiveness of options should be compared to this
benchmark — not the $1.67 or $2.23 per gallon used in the past. Using the higher benchmark
prices will greatly improve the cost-effectiveness of all alternative fuels and provide significant
financial benefits to the state.

To date, the Commission (and to a lesser but still scrious ¢xtent, the EIA) seems to think that
current market prices arc anomalics that will soon be corrected. No respected industry, economie,
or political analyst seems Lo believe this, and neither do the oil companies.

¢ “Business as Usuul”

Since NGVs are an existing market, the Commission has conducted numerous scenarios for NGVs
that are identified as “business as usual.”” This is unfortunate because the state that is looking for
guidance from the Commission on policies needed to expand alternative fucl usc in the state. The
Commission needs to look at the NGV market in the same context as other infant alternative fucl
markets and determine how NGVs can also capitalize on progressive policies to expand alternative
fuel use in the state.

What is also a concern to the NGV industry is that the business model used by the Commission
makes incorrect assumptions on fuel costs, vehicle costs, potential for market entry of new
products, etc. to define “busincss as usual” projections. The industry is working hard to educate
the Commission on the current business model used by the industry. The NGV industry believes
that with betier understanding, the Commission will see that the economics of NGVs are
cconomically viable and that natural gas should be a part of an alternative fuels strategy for the
state.

s Station Economics and Fuel Prices

For over 11 years, the California NGV industry has focused on a business plan for high fuel usc
fleets. There are two major reasons for this: first, the economics for CNG compressor capacity
are better with larger compression systems, and sccond, larger capacity sysicms require higher
throughput to make stations cconomically viable ~ thus the focus on high fuel use fleets. For any
size compressor system, the economics are better if threshold volumes of fuel are dispensed. Low
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station throughput lcads to underutilized capacity. With undcrutilized stations/capacity, fixed
costs arc spread over smaller volumes of fuel, making the fuel economics unattractive. When high
station throughputs are achieved relative to installed compression capacity, fixed costs are spread
over large volumes of fuel and attractive fuel economics are achieved. Attractive fucl cconomics
can be achieved with high slation utilization regardless of whether the station is a private station
built by the customer or a station built by a third-party fuel provider.

Third-party fuel providers are capable of and willing to invest their own capital to build stations
for customers based on fuel purchase contracts thal meet required throughputs. Depending upon
how much projected fuel demand exceeds minimum station throughput requirements, customers
can be offered significant discounts on fucl purchases,

For economic development of the market, third-party fuel providers offer customers incentives to
allow installation of a public access fuel island at the customer’s site. A public access island allows
the third-party fuel provider to achieve higher volume throughput via selling retail to other fleets
or the consumer market. Retail salcs complement the station throughput to the resident/host flcct.
In this way, third-party tuel providers can sell unused capacity from the system to other customers,
which further improves the operational economics of a station.

In southern California the SCAQMD and MSRC infrastructurc grants are conditional upon
instaflation of public access fuel islands. These grants arc available to third-party fuel providers as
well as to private companies wanting to build their own [ueling infrastructure.

The Commission has been tracking the retail pump prices for both PG&E and SoCalGas [or years.
These retail prices are some of the highest prices in California for natural gas. Because the bulk of
utility stations are underutilized, all the fixed costs of opcration, maintenance, and capital recovery
arc amortized over low throughputs, yielding retail pump prices much higher than at stations
where throughput (relative to capacity) is higher. For example, as a result of the third-party tucl
provider protest to the CPUC, SoCalGas in 2005 was required to adjust its compression taritt to
reflect fully allocated casts of the utility. In October 2005, SoCalGas increased its compression
tariff from $0.35 per therm to $0.76 per therm (and the transportation tarift was reduced [rom
$0.116 per therm to $S0.0923 per therm). PG&E also had to increase its compressed tariff as a
result of a similar protest.

The Commission must recognize the majority of sales of CNG in California displace diesel fucl
and not gasoline. In 20005 the average west coast diesel price was $2.57 per gallon. The average
CNG price for PG&E and SoCalGas was $2.11 per DEG (diesel equivalent gallon) based on utility
retail prices at utility stations. Based even on these market-high prices, natural gas on a DEG basis
was $0.46 per DEG cheaper than retail diesel in 2005,

Anather way lo calculate the DEG price ts to start with the cost of the natural gas commodity and
add the cost of utility transport of the gas, operation and maintcnance of the stations, fuel taxes,
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and capital recovery for the stations. The average natural gas commodity price in 2005 was $0.764
per therm, or $1.03 per DEG. To this one must add the transportation tariff for each utility
($0.0923 per therm or $0.1246 per DEG for SoCalGas, and $0.0613 per therm or $(.0827 per
DEG for PG&E). One must also add about $0.38 per DEG for operation (elcctricity for
compression) and station maintenance. Taxes amount to about $0.162 per DEG. Capital rccovery
is about $0.38 per DEG. This brings the total price for a DEG to §2.04 to $2.08 per gallon -
similar to the previous estimate,

The fuel price, however, can be substantially less for high throughput stations. In 2005, the
Coalition provided information to the Commission that showed that high fucl use tlcets like transit
were receiving fuel for as low as $1.45 per gallon to $1.85 per gallon. These prices reflect the
cfficicney of the fucling operation when station throughput is high. High throughput through «
station significantly decrcascs the capital recovery factor per gallon and the operating and
maintenance unit costs per gallon. Onc must realize that the “highest” throughput stations for
heavy-duty vehicles like transit buses, dispense as much as 250,000 to 300,000 diesel equivalent
gallons per month vs. “high” throughput public access stations at tens of thousands of gallons per
month — or “low” throughput stations in the thousands of gallons per month. Morcover, many
customers that build their own stations do not factor a capital recovery factor into their fuel price.
They view the capital costs of stations as a long-term facility cost that allows them access to
natural gas lucl.,

Fuel prices for high fuel use fleets have to be correctly factored into the cconomics of heavy-duty
fleet vehicles or high fuel use fleets. These fuel prices can be as much as 43 percent lower than the
dicsel retail prices (in the above example, $2.57 diesel vs. $1.45 CNG). Depending upon the
customer and fuel usage, there is another band of fuel pricing that is 10 to 15 percent below rotail
CNG pricing. Thesc prices are tor customers providing base load at public access stations.

The NGV industry is in a unique position m regard to pricing at the pump. Stations may provide
discount prices for tenant/host fleets. A public access 1sland can also supply discount prices to
transient fleets (through the use of proprietary fleet fuel cards offcred by the fuel provider) or full
retail prices to other customers through the use of major credit cards.

+ High Fuel Use Fleet Economics

The Commission continucs to cvaluate the economics of NGVs by comparing retail CNG prices to
retail gasoline or diesel prices. As mentioned eartier, high fuel use fleets {(which are primarily
heavy-duty fleets) enjoy significant price savings for fuel over retail CNG prices. A recent
evaluation of the NGV market in California shows that 74 percent of the CNG throughput in the
state goes to the transit bus markel. Al current natural pas prices (July 2006), transit fleet fuel is
about $0.86 per gallon uncompressed. Compression brings the fucl cost up to $1.25 per DEG.
Since many of the transit properties have already fully depreciated their fucling infrastructure, the
economics of natural gas look very good against market prices of dicscl.
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School and refusc tleets account for an additional 15 percent of state CNG throughput. These
fleets usvally gencrate their fuel or purchase fuel from fuel providers tor well under $2 per gallon.
Only about 10-12 percent of the remaining CNG market — this includes taxis, shuttles, and
municipal fleets — pay retail pump prices. The Commission should [actor these pricing realities
into its economic models.

» Path to Market

One weakness in the analysis of fuels to date is an incomplele assessment of whether there is a
definitive plan on how to bring tuels to the market. The natural gas vehicle industry has a viable
business plan that it has been cxecuting for over 11 years. There are over 400 CNG fue] stations in
California with more than 160 of those accommodating public access through the use of major
credit cards. More than 100 million gallons of petroleum are currently being displaced by CNG
and LNG vehicles. Favorable fuel prices provide an cconomically viable market for vehicles
costing as much as 550,000 more than their conventional fucl counterparts. NGVs have penetrated
significant market segments like transit, refuse, school buses, laxis and shuttles. Expansion to
other markets is underway. The lack of OEMs in the light duty sector is a problem that can be
remedied by aggressive state stralcgics and policies to expand the penetration of alternative fucls —
especially since all major OEMs in the U.S. are currently offering NGVs in Europe 1o meel
greenhouse gas emission reduction and petroleum displacement goals there. Natural gas as a
transportation fuel has a superior environmental reccord that hay set low emission performance
standards since its inception. Natural gas engines will meet 2010 heavy-duty standards by 2007,
Market expansion with LNG will further expand the market potential.

In addition, the NGV industry business plan does not count upon invelvement of the oil industry
for market expansion. This is a critical element the Commission must consider since oil
companics arc not receptive to becoming the marketing and distribution agent for fuels that they
don’t own or ¢ontrol. While the Commission likes the potential of blend fuels, these fuels mean
direct revenue reductions for oil companies unless they are vertically integrated and companies
own the blend stock industry as well as their own oil interests. It is not a given that oil companics
will embrace bicfuels and tully embrace marketing and distributing them.

Recommendations for AB 1007

The Commission needs to reevaluate the demand forccasts for California growth and more
specifically energy growth in the transportation scetor. The most recent fuel demand projections
in the 2005 IEPR could be significantly understated. The Commission cannot afford to be
conservative in projections of fucl demand. To do so would be to put the state in another state of
crisis years down the road. The Commission needs to evaluate near, midterm, and long-tcrm fuel
solutions for the transportalion sector. It must provide recommendations and guidance across the
board for viable tucls — and certainly not ignore fuels like natural gas that arc making a major
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contribution to petroleum displacement, greenhouse gas reductions, and toxic and critcria pollutant
reductions, not to mention economic savings o customers and the state.

The nafural gas vchicle industry looks forward to working with the Commission and providing
input to the AB 1007 process. Attached is feedback I provided carlier on what the Commission
perceives as barriers to the NGV industry. We are always available 1o discuss any issues the
Commisston has regarding natural gas as a transportation fuel.

Sincerely,

W

Michael L. Eaves
President, California Natural Gas Vehicle Coalition

ce: Commussioner Jackalyne Planncnsticl
Commissioner James Boyd
Commissioner Jeffrey Byron
Commissioncr John Geesman
Commissioner Arthur H. Rosenfeld
Peter Ward
Mike Trujillo
Jerry Wiens
McKinley Addy
Jamcs Folkman
Catherinc Witherspoon, CARB
Tom Cacketle, CARB
Mike Scheible, CARB



