[image: image3.png]NGVAMERICA

Natural Gas Vehicles for America

400 North Capitol Street, N.W.

Washington, D.C. 20001
ngvamerica.org

Richard R. Kolodziej
President

rkolodziej@ngvamerica.org
202.824.7366 office
202.824.7087 fax





August 25, 2006

Dr. Geraldine Knatz

Executive Director

Port of Los Angeles

P.O. Box 151

San Pedro, CA 90733

Mr. Richard D. Steinke

Executive Director

Port of Long Beach

925 Harbor Plaza

Long Beach, CA 90802

RE:
Draft San Pedro Bay Ports Clean Air Action Plan

Dear Dr. Knatz and Mr. Steinke:

Introduction

NGVAmerica (formerly “The Natural Gas Vehicle Coalition”) appreciates the opportunity to provide comments on the San Pedro Bay Ports Clean Air Action Plan (“Plan”).  NGVAmerica is a national organization of over 100 member companies, including: vehicle manufacturers; natural gas vehicle (NGV) component manufacturers; natural gas distribution, transmission, and production companies; natural gas development organizations; environmental and non-profit advocacy organizations; state and local government agencies; and fleet operators.  NGVAmerica is dedicated to developing markets for NGVs and building an NGV infrastructure, including the installation of fueling stations, the manufacture of NGVs, the development of industry standards, and the provision of training.

The Port of Los Angeles and Port of Long Beach are to be commended for the development of their Clean Air Action Plan.  NGVAmerica believes that, although ambitious in scope, the Plan is nevertheless critical to the continued economic growth of the ports and the surrounding areas, and to ensuring the health of the air in and around the ports.  NGVAmerica supports this aggressive effort to accelerate the introduction of cleaner technologies, and the recognition of the benefit of alternative fuel technologies as evidenced by the alternative fuel pathway.  The natural gas industry stands ready to support this endeavor and to ensure its success.  As proposed, this plan would accelerate the introduction of more than 5,000 natural gas powered trucks.  Without question, these vehicles will begin providing significant emission benefits as soon as they begin operating since natural gas heavy-duty vehicles already have demonstrated the ability to certify to and provide the lowest emission levels in the heavy-duty vehicle market today.  In addition, these vehicles will help America address its reliance on petroleum motor fuels.  Fuel diversity is consistent with California’s stated objective of reducing its reliance on foreign petroleum.  Fuel diversity also provides added assurance that the technology and vehicles needed for the Plan will be available and increases the likelihood of success.  Although energy diversity may not be a primary concern of the ports, we nevertheless believe the ports should be commended for a plan that will result in significant petroleum replacements. 

The primary concern that NGVAmerica has with the current Plan is the lack of details on the specific incentives (aside from the vehicle purchase incentives), and the timing of the incentives that will be implemented to encourage truck operators to accelerate the use of the cleanest available technologies.  As currently drafted, the Plan anticipates the adoption of incentives such as green lanes and sliding tariffs and other preferential treatment for the cleanest vehicles, but the details for these incentives have not yet been fully developed.  We believe it is critical to the successful launching of the Plan that these details be developed as soon as possible and that these measures be put in place sooner rather than later.  The adoption of such measures is critical to ensuring the use of the cleanest technologies.  
Comments

A. Emission Requirements for Vehicle Technologies Should be More Clearly Spelled out


The draft Plan states that clean trucks will meet or exceed the 2007 on-road PM standard (0.01 g/bhp-hr) and “must be the cleanest available NOx at time of replacement or retrofit.”  The requirement as currently written for NOx emission is not clear.  Cleanest available could refer to the required emission standard for a particular year, optional low-emission levels, the full 2010 NOx level of 0.2 g/bhp-hr (since some engines will soon be available that meet this level), or it could even refer to demonstrated levels below 0.2 g/bhp-hr.  It also is less than clear whether diesel replacement vehicles will be held to the same level of emission performance that alternative fuel engines must meet. Will diesel vehicles have to demonstrate that they can meet the levels already achievable by natural gas engines in order to qualify for funding under the replacement program?  It is almost certain that diesel replacement vehicles and retrofit technology will not meet the levels currently demonstrated with natural gas engines.  The scenario that is the focus of the technical plan currently anticipates or projects a 50/50 implementation of vehicle replacements with diesel and alternative fuel replacements sharing equally but notes that budgeting decisions made by the individual ports will determine the actual mix of vehicles funded.

NGVAmerica supports the adoption of requirements that specify the acquisition of the cleanest available technologies.  This should encompass evaluating actual (not just certification) emission performance levels of available technologies and requiring operators to acquire the cleanest technology.  We believe natural gas engines, if they emit lower emissions than readily available diesel engine/vehicles, should be declared the cleanest available technology.  This way natural gas and diesel engines will be treated equally in terms of emission performance.  

If natural gas engines in fact are held to more demanding levels and the ports strive to maintain a 50/50 pathway approach, natural gas vehicles should qualify for greater incentive.  Stated a different way, diesel vehicles should not be fully funded at 100 percent of acquisition cost if they do not meet the same emission requirements as natural gas engines.  In this way, the program at the point of acquisition will provide an upfront incentive for truck owners to select the cleanest technology.  

The final Plan also should clarify the NOx emission levels required for retrofit systems.  As noted above, cleanest available is open to interpretation.  Moreover, the draft Plan gives the impression in some places that retrofit technology must meet all the 2007 requirements.  It is highly unlikely that any diesel retrofit systems will be capable of improving emissions of pre-2007 diesel vehicles so that they meet either the 2007 phase-in level or the 2010 final level for NOx emissions.        

B.  Cost-Effectiveness of Reductions

The technical report on page 54 implies that diesel strategies are more cost-effective when it comes to reducing diesel particular matter.  However, this statement does not take into account recent studies comparing the likely cost of new natural gas and diesel engines.  These studies show that actual lifecycle costs of natural gas engines are expected to be quite competitive with diesel engines that are certified to the 2007 engine standards and that operate on lower-sulfur fuels.
  The complexity of these newer engines, the higher initial costs, the higher maintenance costs and the higher cost of diesel fuel all are expected to improve the operational economics of natural gas engines compared to diesel engines.  This in turn should improve the economics of emission reductions as well.  Another environmental advantage of natural gas engines is reduced greenhouse gas emissions, another important objective of the state of California.  

In addition, cost-effective comparisons that only look at achievement of certification standards ignore that in-use emissions might actually be different.   Recent studies have shown that, in-use, newer diesel engines produce far more emissions than the standards to which they are certified.
   According to these studies, natural gas engines appear to produce emissions much closer to their certification numbers.  Another important point to consider is the potential ability of natural gas engines to be even cleaner than the 2010 standards.  Since some natural gas engines have already demonstrated the ability to meet these levels way a head of schedule, it is reasonable to predict that with additional technological advancements that natural gas engines will be even cleaner in the future.

C. Tax Incentives for Natural Gas 

The technical report says the recent federal energy policy incentives are 40% of incremental cost of the vehicle and 30-cents per gallon.  These incentives are actually even larger than this.  

For tax paying entities, the tax credit for natural gas is actually 35.2 cents per diesel gallon equivalent for CNG and 43.5 cents per diesel gallon equivalent for LNG.  As approved by Congress, the tax credit is 50-cent per gasoline-gallon-equivalent for compressed natural gas (CNG) and 50-cents per liquid gallon for liquefied natural gas (LNG) when used as motor vehicle fuels.  The excise tax will be increased at the same time the tax credit goes into effect to 18.3 cents per gasoline-gallon-equivalent for CNG and 24.3 cents per liquid gallon of LNG.  On a diesel-gallon-equivalent basis, the net excise tax credit for taxpaying entities is 35.2 cents for CNG and 43.5 cents for LNG.  Since non-paying entities are exempt from paying the excise tax, their excise tax credit would be far greater – i.e., 55.6 cents per DGE for CNG and 84.5 cents per DGE for LNG.  The fuel tax credits were adopted as part of the Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users, Pub. L. No. 109 – 59, § 11113, 119 Stat. 1144, 1946 - 1949 (Aug. 10, 2005) – also known as the Highway Bill.  Because of concern over America’s dependence on foreign oil, Congress included in the excise tax credit (referred to as the Volumetric Energy Excise Tax Credit for Alternative Fuels or VEETC) to sellers of CNG or LNG.  In situations where there is no seller (e.g., where the CNG fueling facility is owned and operated by the entity using the fuel), the customer or user of the fuel is eligible for the credit.  The credit goes into effect on October 1, 2006 and is scheduled to expire on September 30, 2009.  However, it is widely expected that Congress will extend the credit beyond 2009.

The tax incentives for dedicated natural gas vehicles were adopted as part of the Energy Policy Act of 2005, Pub. L. No. 109-58, § 1341, 119 Stat. 594, 1045 –1049 (Aug. 8, 2005).   These tax incentives are currently in effect and extend through the end of 2010.  The tax credit goes to the buyer of a new, dedicated natural gas vehicle, and is worth 50 percent of the incremental cost of the vehicle, plus an additional 30 percent if the vehicle meets more demanding emission standards. Since the ports will be requiring the best available technology, it should be assumed that the natural gas vehicles purchased under the ports program will qualify for the 80 percent incentive – not the 50 percent.  For heavy-duty vehicles over 26,000 lbs., the credits can be applied to the first $40,000 of the incremental price.  In other words, the maximum tax credit for these vehicles is $32,000 (80 percent of $40,000).  For non-tax-paying entities (such as municipalities), the seller of the vehicle can take the credit, with some or all of the incentive passed to the buyer in the form of a lower vehicle purchase price. 

D.  Other Incentives and Policies

According the draft Plan, the ports plan to adopt a number of different incentives, beyond paying the purchase price of a new truck, in order to encourage acquisition of cleaner trucks, including: “lease requirements to require the use of ‘clean trucks’; a green lane program to expedite clean trucks; a medallion program to limit ‘dirty trucks’; tariff changes; or a sliding fee mechanism that favors ‘clean trucks.’ See Draft Plan, p 27.  NGVAmerica supports the adoption of the contemplated measures and urges the ports to expedite the introduction and implementation of such measures.  We believe that they will be critical to ensuring that truck operators acquire the cleanest vehicle technologies available.  Our concern is that, if the plan is rolled out without these incentives or provisions already in place, truck operators will be less inclined to choose the cleanest available technologies.  As noted elsewhere, we think the merits of natural gas will convince many truck operators to switch to natural gas.  The federal tax incentives and the financial incentives for the purchase of a new truck, along with the initiative to develop fueling, will go a long way toward convincing operators that natural gas is the best choice.  However, some operators will still be reluctant.  These additional incentives, particularly those non-financial incentives that assist in the day-to-day operation of alternative fuel vehicles, can help to overcome this initial reluctance.   We, therefore, again urge the ports move quickly to adopt these other incentive measures.


E.  Fueling Infrastructure

NGVAmerica believes that fueling infrastructure can and should be privately developed at the ports.  The economic incentive exists for private operators to come in and build and operate fueling for alternative fuel vehicles.  We believe that this will result in better maintained and operated fueling station since these businesses know first-hand how to build and operate such stations and will have an incentive to keep them operating smoothly.  Also, this will mean that additional funding is available to devote to vehicle replacements and retrofits. 

C. Operator Commitments

The plan to pay for the purchase of vehicles should include some guarantee or commitment that truck operators will continue to operate their vehicles at the port for a minimum period of time, and perhaps require any operators that take their vehicles out of state to refund a portion of the fee.  

Conclusion

NGVAmerica supports the Plan developed by the Port of Long Beach and Los Angeles.  This aggressive plan acknowledges the challenges facing the economic well-being and environmental well-being of the area and provides an ambitious pathway to future growth for the ports.  We believe this Plan can and must succeed and will benefit greatly from the use of alternative fuel technologies as envisioned in the alternative fuel pathway presented.  In order for this plan to succeed, all efforts should be undertaken to accelerate the adoption and implementation of incentives that will encourage truck and vehicle operators to acquire the cleanest available technologies.  We believe the incentives provided should differentiate between different technologies and fuels based on the emission performance.   In closing, we appreciate the opportunity to provide these written comments and stand ready to provide any additional information that may be requested.

Sincerely,
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Please contact the persons listed below for more information:

Richard Kolodziej
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NGVAmerica


400 N. Capitol Street, NW

Washington, DC 2001




   

(202) 824-7366

Jeffrey Clarke

General Counsel & Regulatory Director

NGVAmerica

400 N. Capitol Street, NW

Washington, DC 2001




   

(202) 824-7364

� “Comparative Costs of 2010 Heavy-Duty Diesel and Natural Gas Technologies: Final Report,” TIAX LLC, July 15, 2005; http://www.cngvp.org/HDDV_NGVCostComparisonFinalr3.pdf.





� “Heavy-Duty Vehicle Chassis Dynamometer Testing for Emissions Inventory, Air Quality Modeling, Source Apportionment and Air Toxics Emissions Inventory,” Project E-55/59; Phase 2 Final Report; Coordinating Research Council, et al., July 12, 2005
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