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1. PG&E is concerned about Clean Energy's NGV compression rate

proposal because of the adverse impact it will have on customers.

2. Clean Energy misuses D.95-11-035 in attempting to make its case.

3. AIINGV cases in California have used an incremental approach
because, since most NGV stations were built for the fleet and primarily support the
fleet, most of the costs should be allocated to the fleet.

4. PG&E's rate proposal is already a significant increase. Clean Energy's
proposal would be enormous and would severely hurt customers

1/ For more detail see Attachment
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1. PG&E is concerned about Clean Energy's NGV compression rate proposal because of the
adverse impact it will have on customers.

Typical NGV customers are school districts, municipalities, taxi companies and
fleet operators. Many are mandated to use natural gas for environmental reasons.
Clean Energy's proposal will have a very adverse impact on governmental entities
that already have very tight budgets and other industries that operate at low
margin.

PG&E has no profit motive related to the NGV rate. All the costs and revenues of
the NGV rate are reflected in balancing accounts.

2. Clean Energy misuses D.95-11-035 in attempting to make its case.

Clean Energy repeatedly states that the Commission in D.95-11-035 prohibited
"below cost 'incentive' utility compression rates" (See e.g. p.11 of its opening
brief) and accuses PG&E of promoting such a rate in this case. The accusation is
incorrect.

What the Commission was addressing in that case was a rate where cost elements
had been left out of the rate. Atp.101 (Section 15) of the Decision, it states: " . . .
as PG&E's rate witness points out, the rates reflect below cost pricing because
they do not recover any portion of PG&E's capital outlay, maintenance, or fuel
taxes in supplying natural gas as a vehicle fuel."

The above concept is different than cost allocation of all the costs between
customer groups. D.95-11-035 does not dictate how this should be done. At
p.100, the Decision states: "PG&E proposes addressing revenue allocation for its
future program costs in its upcoming Biennial Cost Allocation Proceeding."

For cost allocation between customer groups the Commission uses two traditional
approaches, either "average cost, rolled-in" treatment or "incremental."
"Incremental" is used for example when "rolled-in" would be unfair to a particular
customer group.

The two customer groups utilizing PG&E's NGV service are 1) PG&E's fleet and
2) third parties.



3. AII NGV cases in California have used an incremental approach because, since most
NGV stations were built for the fleet and primarily support the fleet, most of the costs
should be allocated to the fleet.

PG&E developed its rate by using a sample of stations exhibiting similar use
characteristics by both the fleet and third parties, thereby eliminating the bias
associated with "rural" stations used mostly by the fleet. All the costs of the

sample stations were included in the study.

An incremental method was used in the SoCal/SDG&E case approved by the
Commission in G-3380. In its decision the Commission recognized that the rate
was "fully allocated" and that an "incremental" approach had been used to
develop it. The same method was used in the recent SoCal/SDG&E case that
resulted in D.09-11-066. The same method was also used in PG&E's prior BCAP
that resulted in D.05-06-029.

Clean Energy had claimed that only an average cost methodology could be used
for NGV rates. However, on the witness stand Clean Energy's witness Mitchell
completely recanted. When confronted with the Commission's decision in G-
3380 he admitted for example the following: 1) that he was actively involved in
the case that resulted in G-3380 (TR 307, Line 27 to TR 309, Line 9) and that he
was familiar with SoCal's most recent BCAP (TR 229, Liens 12 to 24), 2) that an
incremental methodology had been employed to set the NGV rate adopted in G-
3380 (TR 312, Lines 19 to 25), 3) that the rate approved in G-3380 was fully
allocated and removed Clean Energy's competitive disadvantage (TR 314, Lines 3
to 27), 4) that his own pleading in G-3380 supported the concept that an
incremental rate could be fully allocated (TR 313, Lines 8 to 22), 5) that an
incremental methodology had been used in SoCal's latest BCAP (TR 295, Line 19
to TR 300, Line 11), 6) that an incremental methodology had been used in
PG&E's last BCAP and that he previously had testified to that effect (TR 320,
Line 4 to Line 18), and 7) that he was unable to name any NGV case that had
used an average cost, rolled-in approach (TR 321, Line 1 to TR 322, Line 7).

4. PG&E's rate proposal is already a significant increase. Clean Energy's proposal would be
enormous and would severely hurt customers.

PG&E's proposed increase to $0.7444 per therm is a 38% compression rate
increase and an overall 15% increase. Clean Energy's proposal of $1.00 would be
an 85% compression rate increase.

PG&E's proposed rate is 11% higher than SoCal's just adopted rate (see next
page). Witness Mitchell testified that the two systems were comparable enough
to compare rates. (TR 323, Lines 14 to 21 and TR 331, Lines 7 to 10)

Adopting Clean Energy's rate would create a huge windfall for Clean Energy,
severely hurt customers and inappropriately change the established approach the
Commission has used to set NGV rates.
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