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Dear Mr. Olson;
The CaliforniaNatural Gas Vehicle Coalition (Coalition) appreciates this opportunity to comment
on the Draft State Alternative Fuels Plan.
First of all, the Coalition would like to thank staff for the time spent with our industry trying to
understand our market and the economics. Staff presented major findings on the Natural Gas
Scenariosat the May 31'' workshop. We find the results presented in the State Alternative Fuels
Plan to be consistentwith those initial scenarios. But we don't believe the results adequately
predict the economic advantage of natural gas highlighted in the report, or the ability of natural gas
to achieve even greater market penetration than projected.

Transparency
The Commission has created a transparent process to a point. Industry meetings, workshops, and
discussions to clarify issues have been productive. But there is more to transparency than just the
process. Transparency should also require that the methodology, assumptionsand data for
economic analyses be clearly explained and available to the public. Conclusions are critically
influenced by the assumptions. There is insufficient information on the methodology and
assumptionsfor one to be able to assess the validity of the conclusions contained within the report.
Market penetration projections shown in the report for alternatetransportationfuels/technologies
are inconsistent with the estimates about cost-effectiveness [Table 121and consumer pay-back
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periods [Figure 161. The report predicts that the lower cost-effective technologies have higher
market penetration potential and the high cost-effectiveness technologies (e.g., natural gas) have
among the lowest penetration potential. It is hard to understand how these inverse relationships
can possibly anticipate developments in a competitive market.
The Coalition is very pleased that the Commission at the October 9'h workshop agreed to publish
an Appendix to the AB 1007 Report that will include the details of the economic assumptions and
calculations used to reach the conclusions in the report.

Economics
The report does not lay an adequate foundation for the methodology to support conclusions about
market potential. The report is inconsistent in its assumptions about the extent to which
technological and economic obstacles will be overcome for the different technologies and fuels.
The report assumes that huge technological, economic, and durability obstacles of some
technologies, such as hydrogen fuel cells, can be overcome, but relatively smaller obstacles, such
as the OEM product availability for light duty NGVs cannot be overcome. Chapter 5 does not
contain an example of a very cost effective technologylfuel like natural gas achieving higher
market penetrations or of a less cost effective technology achieving a lower market penetration.
Without this type of comparison, the report fails to meet the AB 1007 guidelines that
recommendations should be consistent with maximizing the cost effectiveness for California.

An example of not having key assumptions identified up front is the issue of fuel price forecasts.
Footnote 30 on page 67 defines an entirely new approach than the CEC has used in the past for
petroleum prices. The Coalition is pleased that the Commission has decided to use the Em's high
oil price forecast as the reference case and look at sensitivity of +I- 20% around this forecast.
Such a key assumption deserves greater discussion than relegated to a footnote on page 67 of an 80
page report. This assumption on fuel prices is contradicted by the current version of the 2007
IEPR which continues to cite the low, medium and high EL4 price forecasts for oil - without
offering any rationale on which price forecast case has greater probability of being correct. It is
more likely that the IEPR oil price forecast gets greater public exposure than the oil price case
approach taken in the State Alternative Fuels Plan.
Given the use of the EL4 high price forecast, there is no indication &om staff that parallel
alternative fuel price forecasts have been developed and used in the economic projections. Based
upon Em's own price forecasts, the price differential between oil prices and natural gas prices are
expected to grow in the future. This would make natural gas even more competitive in the future
than it is in today's marketplace. There is no indication that this has been considered in the report.

Treatment of Light Duty NGVs

