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Fresh Energy, Minnesota Center for Environmental Advocacy, and the Sierra Club submit

these initial comments in response to CenterPoint Energy's August 23, 2018 Initial Filing.

The next few years are pivotal to shaping the future of Minnesota’s energy markets. The
gravity of our energy decisions is made exceedingly clear in a special report released this
October by the Intergovernmental Panel on Climate Change (IPCC), which outlines the
actions required to limit global warming to 1.5°C'. The IPCC reports that society must
undertake transformative and systematic change across all sectors in order to avoid the most
damaging environmental, social, and economic impacts of global climate change. This
transformation must be mounted within the next 10 years if we are to ensure the best chance
of staving off even higher levels of warming, and must achieve economy-wide decarbonization
by mid-century. With this in mind, we urge the Commission to use the imperative for
economy-wide energy transformation and our narrow window for action as important factors

in evaluating CenterPoint Energy’s proposed renewable natural gas pilot program.

There is broad scientific consensus that mitigating short-lived greenhouse gases — such as
methane, which is 84 times more effective as a heat-trapping gas during its lifetime in earth’s
atmosphere as compared to carbon dioxide® — will play a vital role in achieving a decarbonized
economy.” Capturing “biogas” — a mixture of methane, carbon dioxide, and other constituents

— from agricultural and municipal waste streams as well as landfills represents a viable

"IPCC SR15. 2018. Global Warming of 1.5°C — Summary for policymakers. Link

2 IPCC ARb. 2013. Climate change 2013: The physical science basis — Anthropogenic and natural radiative forcing, page 714.
Link

* World Resources Institute. 2018. The production and use of renewable natural gas as a climate strategy in the United States.
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* IPCC SR15. 2018. Global Warming of 1.5°C — Summary for policymakers. Link
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mitigation strategy that diverts potent greenhouse gases that would otherwise flow freely to the
atmosphere.” How best to utilize biogas in order to minimize life-cycle greenhouse gas
emissions while also decarbonizing all of Minnesota’s economic sectors is a more complicated

question.

Different types of biomass “feedstocks” can be used to produce biogas, including: landfill waste;
livestock waste; wastewater; municipal solid waste; wood residue; energy crops; and
agricultural residue. The type of feedstock used has implications on both the production
process, either anaerobic digestion or thermal gasification, and the composition of the biogas
itself.” Biogas must be upgraded to meet the standard of pipeline grade natural gas, called
“biomethane” or “renewable natural gas”, by removing various impurities, water, and carbon
dioxide ifit is to be used for transportation fuel or end-use in buildings. As such, using biogas
for renewable electricity generation and renewable natural gas for transportation fuel or end-
use in buildings has different carbon footprints across the energy, transportation, and building

sectors, respectively.” Carbon emissions further vary by feedstock type and production process.

When evaluating CenterPoint Energy’s renewable natural gas pilot program, it is very
important to consider the roles that biogas and/or renewable natural gas will play in
Minnesota’s energy portfolio and how those roles will be regulated. At this time, only one
utility in the United States, Vermont Gas Systems, is running a renewable natural gas pilot
project through a voluntary tariff.® Further, local and national markets for renewable natural
gas as well as environmental accounting and attribution associated with both biogas and
renewable natural gas are relatively undeveloped.”'” The Commission’s decision comes at a
formative time, and the role of low carbon fuels like biogas and renewable natural gas must be

situated carefully within the global imperative to decarbonize all sectors of the economy.

According to CenterPoint Energy, the proposed renewable natural gas pilot program will
increase Minnesota’s proportion of renewable resources, answer customer demand for
renewable energy options, and develop a stronger renewable natural gas market. However,
Fresh Energy, Minnesota Center for Environmental Advocacy, and the Sierra Club share the

following concerns:
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1. Minnesota has no policy framework in place to evaluate and verify the carbon

intensity of renewable natural gas feedstocks;

2. The proposed pilot will not reduce Minnesota’s greenhouse gas emissions or divert

local waste streams;

3. The proposed pilot includes no perceptible benefits to Minnesota businesses in the
short-term and only limited potential benefits in the long-term, which will require

significant capital investment to realize;

4. Continued investment in natural gas infrastructure systems is implicit to growing

renewable natural gas markets for end-use in buildings;

5. Growing renewable natural gas markets for end-use in buildings risks slowing the

pace of building electrification; and

6. Biogas should be considered for its potential to generate renewable, dispatchable

electricity.

1. Minnesota has no policy framework in place to evaluate and verify the carbon intensity of

renewable natural gas feedstocks.

Established markets and policy frameworks to support renewable natural gas for end-use in
buildings do not yet exist in the United States."' Proceeding with a renewable natural gas pilot
program in the absence of environmental tracking and verification policies is of particular
concern because the net impact on greenhouse gas emissions associated with any one batch of
renewable natural gas varies both by feedstock-type and production process.'" Proceeding
with CenterPoint Energy’s pilot program in its current form is especially concerning because
CenterPoint Energy has proposed to purchase its renewable natural gas supply on the national
market, which makes the lack of established documentation and verification of environmental

attributes even more problematic.14

The domestic renewable natural gas market today is driven exclusively by vehicle fuels, either
through the Environmental Protection Agency’s Renewable Fuel Standard (RFS)" or
California’s Low Carbon Fuel Standard (LCFS)." Under these policy frameworks, credit

""DOC 035 P G-008/M-18-547, page 2-3.

2 World Resources Institute. 2018. The production and use of renewable natural gas as a climale strategy in the United
States. Link

¥ M.J. Bradley & Associates. 2017. Renewable natural gas: The RNG opportunities for natural gas utilities. Link

'* CenterPoint Energy pilot proposal, Section VI, page 13.

15 EPA. Accessed 11-2018. Renewable Fuel Standard Program. Link

16 California Air Resources Board. Accessed 11-2018. Low Carbon Fuel Standard. Link
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values, either Renewable Identification Number (RIN) credits'” or LCFS credits,'® are
determined based on the feedstock-type and production process of the renewable fuel."
Integral to these crediting systems is an evaluation of the net greenhouse gas emissions
associated with each batch of renewable fuel. For the RFS, approved renewable fuels must
conform to specific ‘fuel pathways’ that describe their feedstock, production process, and fuel
type as well as a required reduction in greenhouse gases relative to a fossil fuel for which the
renewable fuel will be substituted.” For the LCFS, renewable fuels are parsed by “carbon
intensity” values, or the sum of the greenhouse gases emitted throughout each stage of a fuel's
production and use, expressed as the amount of life cycle greenhouse gas emissions per unit of

fuel energy.”!

While RIN and LCFS crediting systems are fairly robust, they still require tight oversight. RIN
fraud is not unknown and exemplifies the need for stringent and verifiable market standards

that link the sale of renewable biofuel credits to the production of those fuels.?*%

In the absence of crediting and carbon accounting policy frameworks specific to renewable
natural gas for end-use in buildings, it will be significantly more challenging for CenterPoint
Energy to verify the authenticity of the renewable natural gas it purchases for its pilot
program. It will also be nearly impossible to formally validate the associated net greenhouse

gas emissions impact.

CenterPoint Energy has proposed that renewable natural gas supply for the pilot program will
be sourced from producers located outside of Minnesota.** CenterPoint Energy will purchase
directly from gas suppliers, who will in turn procure renewable natural gas directly or
indirectly from various producers.” CenterPoint Energy will rely on the gas suppliers to verify

the authenticity of the renewable natural gas associated with these producers.*

CenterPoint Energy cites conversations with large gas suppliers to suggest that rules ensuring
the authenticity of renewable natural gas for RIN and LCFS credits associated with

transportation fuels will be easy to adapt and apply to renewable natural gas for end-use in

" EPA. Accessed 11-2018. Renewable Fuel Standard Program: Approved pathways for renewable fuel. Link

'8 California Air Resources Board. 2015. Low Carbon Fuel Standard Program: Current Regulation. Link

19 CenterPoint Energy pilot program proposal, Section 111, page 9.

2 EPA. Accessed 11-2018. Renewable Fuel Standard Program: What is a fuel pathway? Link

2! California Air Resources Board. Accessed 11-2018. LCFS Pathway Certified Carbon Intensities. Link

2 US EPA. 2013. The EPA should improve monitoring of controls in the Renewable Fuel Standard program. Link
2 EPA. Accessed 11-2018. Civil enforcement of the Renewable Fuel Standard Program. Link
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buildings.”” However, CenterPoint Energy neither proposes nor identifies any such process.
Without a regulatory framework in place to verify this process, the arrangement between
CenterPoint Energy and the gas supplier is the only standard to ensure the renewable nature
of the gas. This arrangement is not well-outlined and relies on the gas suppliers’ ability to
provide appropriate documentation and properly vet and manage renewable natural gas

producers, a portion of which the suppliers may not even interact with directly.

Veritying the renewable nature of gas is only one piece of the puzzle. Regardless of whether
this can be accomplished, there will be no way to verify the net greenhouse gas impact of the
renewable natural gas supply purchased for the pilot program. At this time, CenterPoint
Energy does not know what feedstocks or production processes are employed by the producers
that contract with potential gas suppliers. In the absence of clear and verifiable policy
guidelines that quantify fuel pathways, there is no way that CenterPoint Energy can hope to
conduct its pilot program in a manner that maximizes the capture of greenhouse gas emissions

from feedstock and minimizes the carbon footprint of its renewable natural gas supply.*

2. The proposed pilot will not reduce Minnesota’s greenhouse gas emissions or divert local

waste streams.

The net greenhouse gas emissions impact of CenterPoint Energy’s proposed pilot program will
be difficult to parse and will not directly affect Minnesota’s greenhouse gas emissions budget
because carbon intensity metrics and/or environmental attributes associated with renewable

natural gas for end-use in buildings do not yet exist.”

CenterPoint Energy cites conversations with the Midwest Renewable Energy Tracking System
(M-Rets) regarding the “possibility of collaborating” to create a tracking system for
environmental certification in Minnesota if the pilot receives Commission approval,go but it
would likely take several years at minimum to get a robust program in place. Further, the
carbon intensity metrics and/or environmental attributes to be ascribed to renewable natural
gas for end-use in buildings will likely require oversight from both the Public Utility
Commission and the Pollution Control Agency, as there is no fuel pathway for renewable
natural gas for end-use in buildings in the RFS and the LCFS is administered in California. As
such, Minnesota will not formally benefit from greenhouse gas reductions associated with

CenterPoint Energy’s proposed five-year pilot program.

?7 CenterPoint Energy pilot program proposal, Section VIII, footnote 32, page 17.
¥ DOC 034 P G-008/M-18-547, page 2-3.

2 DOC 035 P G-008/M-18-547, page 2-3.

% CenterPoint Energy pilot program proposal, Section III, page 10.



As CenterPoint Energy has proposed to source all of the renewable natural gas supply for its
pilot program from producers located out of state, Minnesota will also not directly benefit from
the diversion of waste streams for use as renewable natural gas feedstock.” Any water quality
improvement, reduction in air pollution, or odor avoidance associated with diverted waste

streams will benefit the local communities and states where these producers are housed.™

3. The proposed pilot includes no perceptible benefits to Minnesota businesses in the
short-term and only limited potential benefits in the long-term, which will require

significant capital investment to realize.

Renewable natural gas will not be sourced within Minnesota for the proposed pilot program.
CenterPoint Energy cites “operational and other challenges” associated with interconnecting
directly with local producers as a barrier to in-state sourcing.” Interconnecting local producers
requires significant capital investment, including the cost of constructing pipelines to move the
renewable natural gas from the point of production to the point of injection into the local
natural gas pipeline network, compressor stations, and monitoring systems to ensure that
renewable natural gas continues to meet pipeline injection standards.’** Dairies, poultry and
swine farms, and landfills across Minnesota are often sited far from potential injection sites,
which presents a cost barrier to extending utility infrastructure to connect with local renewable
natural gas producers.”®”” CenterPoint Energy has expressed interest in proposing
interconnection tariffs in the future to support local sourcing.” However, such tariffs may
prove cost prohibitive to local producers and/or ratepayers depending on how they are

structured.

The technology used to upgrade and clean raw biogas to the standard of pipeline grade
natural gas also requires significant capital investment, often necessitating long-term project
financing to be cost effective.’”* The cost of installing, operating, and maintaining anaerobic

digesters — which are used to produce biogas from manure, agricultural waste, food waste, and

*! CenterPoint Energy pilot program proposal, Section VI, page 13.

%2 Center for Energy and Environment. 2007. Identifying effective biomass strategies: Quantifying Minnesota’s resources and
evaluating future opportunity. Link

* CenterPoint Energy pilot program proposal, Section VI, page 13.

* World Resources Institute. 2018. The production and use of renewable natural gas as a climate strategy in the United
States. Link
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wastewater — present additional potential barriers to adoption.*' Capital costs for renewable
natural gas projects range from hundreds of thousands to tens of millions of dollars, varying by
the technologies used, the scale of production, and the location of the production site.”** At
sites that implement digesters, some of these costs may be offset through the sale of digestate,
the material left over after biogas production in anaerobic digesters, which can be utilized for

fertilizer and animal bedding.**

Developing locally-sourced markets within Minnesota for renewable natural gas for end-use in
buildings appears complex.” Significant considerations around project financing will be
required to support local production of renewable natural gas in the current market
environment. As proposed, CenterPoint Energy’s pilot program will not grow Minnesota
markets or confer economic benefits to local businesses. Moreover, there is no indication or
evidence that it will be viable to source from Minnesota markets after the pilot phase, when
procuring renewable natural gas on the national market continues to present fewer financial

barriers.

4. Continued investment in natural gas infrastructure systems is implicit to growing

renewable natural gas markets for end-use in buildings.

Available biomass feedstocks in the United States are not sufficient to fully supplant the use of
natural gas with renewable natural gas. The American Gas Foundation has found that if 100%
of the Nation’s available biomass feedstocks — crop residues, dedicated energy crops, landfill
gas, forest and wood wastes, sludge from municipal water treatment, and animal (dairy cow,
pig, and chicken) wastes — were utilized for renewable natural gas production, we would only
be able to offset about 10% of the natural gas delivered to customers in 2015.***” As renewable
natural gas flows alongside natural gas within the same pipeline infrastructure, the original
capital investment as well as operation and maintenance costs associated with that
infrastructure will be supported primarily through the sustained sale of natural gas. Growing
renewable natural gas markets for end-use in buildings, therefore, relies on the continued

investment in and consumption of natural gas fuels.

1 'World Resources Institute. 2018. The production and use of renewable natural gas as a climate strategy in the United
States. Link
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Market growth for renewable natural gas also has the potential to further incentivize the
development of emerging technologies that synthesize methane gas, rather than harvest it
from finite biomass waste streams.**"” It is possible to synthesize methane gas from fossil fuels,
like lignite coal and shale coal,”" as well as through chemical conversion processes like power-
to-gas/power-to-methane.””® While increasing the proportion of synthesized methane in the
marketplace has the potential to further displace natural gas beyond what is possible with
renewable natural gas alone, utilization of synthetic methane will never achieve the net

reduction in carbon emissions that harvesting biogas from diverted waste streams achieves.”*

As the Commission considers CenterPoint Energy’s proposed pilot program, it is useful to take
a longer-range view of what intended and unintended impacts may result from growing

renewable natural gas markets for end-use in buildings.

5. Growing renewable natural gas markets for end-use in buildings risks slowing the pace of

building electrification.

Implicit to the evaluation of CenterPoint Energy’s proposed renewable natural gas pilot
program is the careful consideration of the role of “low carbon fuels” in Minnesota’s future
energy mix. Developing a stronger renewable natural gas market for end-use in buildings has
the potential to draw down methane emissions from waste streams and displace a finite volume
of natural gas, but it also risks slowing the pace of building electrification and the reduction of

greenhouse gas emissions from Minnesota’s building sector.

Achieving net zero carbon emissions by mid-century and limiting warming to 1.5°C requires
the electrification of energy end-uses and decarbonization of electricity and other fuels.”
Whole-building electrification represents a critically important opportunity to draw down

significant greenhouse gas emissions in Minnesota, especially with regards to space heating,

* Wilson and Styring. 2017. Why synthetic fuels are necessary in future energy sysiems. Frontiers in Energy Research. Link
* M.]. Bradley & Associates. 2017. Renewable natural gas: The RNG opportunities for natural gas utilities. Link
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*! The Nicholas Institute for the Environment. 2009. Synthetic natural gas (SNG): Technology, environmental implications,
and economics. Link

%2 Southern California Gas Company. 2017. SoCalGas and US Department of Energy’s National Renewable Energy
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 World Resources Institute. 2018. The production and use of renewable natural gas as a climate strategy in the United
States. Link

% IPCC SR15. 2018. Global Warming of 1.5°C: Chapter 2 — Mitigation pathways compatible with 1.5°C in the context of
sustainable development. Link



https://doi.org/10.3389/fenrg.2017.00019
https://www.mjbradley.com/sites/default/files/MJB%26A_RNG_Final.pdf
https://www.netl.doe.gov/projects/files/CostandPerformanceBaselineforFossilEnergyPlantsVolume2CoaltoSyntheticNaturalGasandAmmonia_070511.pdf
https://nicholasinstitute.duke.edu/sites/default/files/publications/natgas-paper.pdf
https://sempra.mediaroom.com/index.php?s=19080&item=137363
https://www.mjbradley.com/sites/default/files/MJB%26A_RNG_Final.pdf
https://www.wri.org/publication/renewable-natural-gas
https://report.ipcc.ch/sr15/pdf/sr15_chapter2.pdf

which makes up Minnesota’s largest building sector energy end-use.”®*” In 2017, 66% of
Minnesotans heated their homes with natural gas, 12% with delivered fuels (fuel oil and

propane), 4% with none/other, and only 18% via electricity.”

Purchasing finite but costly volumes of renewable natural gas for end-use in buildings must not
come at the expense of investing in the transition to electric heating technologies.
Electrification of heating systems operating on delivered fuels in Minnesota is already
economically favorable. ™ However, the largest barrier to the electrification of natural gas space
heating systems are operational costs, driven primarily by today’s low natural gas prices.”**"%
Limited financial resources would therefore be better invested in building electrification
incentives, rather than in costly renewable natural gas pilots of undetermined greenhouse gas

reduction benefit.

Growing renewable natural gas markets for end-use in buildings relies on the continued
investment in and consumption of natural gas fuels, even at the point when full market
penetration is achieved for renewable natural gas. Investing in low carbon fuels that prolong
the use of natural gas for end-use is concerning. Minnesota has only reduced its greenhouse
gas emissions 12% relative to 2005 levels, missing the Next Generation Energy Act’s goal of a
15% reduction by 2015.”> Moreover, emissions from the residential sector in Minnesota have
increased by about 0.9 million tons of carbon dioxide equivalent since 2005, rising 11% above
the State’s baseline in 2016.** It is only with significant effort to decarbonize electricity end-use
and generation that Minnesota will meet its 2025 and 2050 goals of 30% and 80% reductions,

respectively.”

% Center for Energy and Environment. 2018. Brrrrr...! The outlook for beneficial electrification in heating dominant
climates. Link

57 Vibrant Clean Energy, LLC for McKnight Foundation and GridLab. 2018. Minnesota’s smarter grid: Pathways toward
a clean, reliable and affordable transportation and energy system. Link

% EIA. 2017. Minnesota’s energy consumption & expenditures: Energy source used for home heating. Link

% Center for Energy and Environment. 2018. Brrrrr...! The outlook for beneficial electrification in heating dominant
climates. Link
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Beyond the greenhouse gas emission reductions associated with building electrification, electric
appliances reduce overall energy use,” do not present the same health risks posed by
diminished indoor air quality associated with direct combustion heating systems,”” and pose no
risk of explosion.” As natural gas commodity prices may change in unpredictable ways in the

future, building electrification also limits consumer exposure to natural gas price volatility. *

6. Biogas should be considered for its potential to generate renewable, dispatchable

electricity.

Minnesota is in the midst of a power sector transformation. There is a role for biogas captured
from diverted waste streams, but the Commission and policymakers should consider how best
to harness this low carbon fuel in a way that does not rely on interstate pipeline infrastructure
or potentially compromise important greenhouse gas reductions to be gained in the building
sector through the electrification of end-uses. Using biogas for its potential to generate

renewable dispatchable electricity is one such role.

Under current market conditions, the value of RIN credits drives the production of renewable
natural gas for transportation fuel over the use of biogas to generate electricity. However,
because biogas does not need to be upgraded to the standard of pipeline grade natural gas nor
does it require gas pipeline interconnection infrastructure, the capital costs of generating
renewable electricity are far lower than producing renewable natural gas. Despite lower capital
costs, however, Minnesotan farmers need a swine herd of at least 12,000 or a dairy cow herd of
at least 500 to support an anaerobic digester paired with an electrical generator.” Key to
reducing the barrier to adoption for smaller farms are policies that address up-front biogas
project costs and/or financing and increase the market value of electricity generated from

renewable biogas in order to be competitive with RIN credits.”

% Center for Energy and Environment. 2018. Brrrrr...! The outlook for beneficial electrification in heating dominant
climates. Link
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comments. page 36-37. Link). Since proposing a Renewables Enhancement and Growth Support rule in 2016 (EPA.
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https://www.mncee.org/MNCEE/media/PDFs/Brrrrr%E2%80%A6!-The-Outlook-for-Beneficial-Electrification-in-Heating-Dominant-Climates.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3686297/
https://www.phmsa.dot.gov/data-and-statistics/pipeline/pipeline-incident-20-year-trends
https://rmi.org/wp-content/uploads/2018/06/RMI_Economics_of_Electrifying_Buildings_2018.pdf
https://www.mncee.org/getattachment/Resources/Resource-Center/Technical-Reports/Identifying-Effective-Biomass-Strategies-Quantify/Identifying-Effective-Biomass-Strategies.pdf.aspx
https://www.revisor.mn.gov/statutes/cite/216B.1691
https://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&rgn=div6&view=text&node=40:17.0.1.1.9.13&idno=40#se40.19.80_11426
https://www.epa.gov/sites/production/files/2018-11/documents/420r18019.pdf

Renewable biogas electricity generation would maximize the capture of greenhouse gas
emissions from waste feedstocks and minimize the carbon footprint of utilizing biogas fuels.
Distributed fuels, by comparison, are known to produce significant fugitive emissions, which
increase the lifecycle greenhouse gas emissions of even the cleanest burning carbon-based
fuels.” Onsite generation creates a tighter loop between biogas production and electricity
generation and would provide an important additional source of renewable, dispatchable
electricity.

Conclusion

For the above reasons, Fresh Energy, Minnesota Center for Environmental Advocacy, and the

Sierra Club do not recommend approval of CenterPoint’s petition as filed.

We also urge the Commission and stakeholders to consider how best to grow biogas and
renewable natural gas markets in Minnesota for the future. In particular, harnessing biogas for
renewable electricity generation presents an important pathway to mitigate potent greenhouse
gases from diverted waste streams, improve air and water quality, and open new revenue

streams for Minnesotan farmers.

/s/ Margaret Cherne-Hendrick /s/ Carolyn Berninger

Fresh Energy Minnesota Center for Environmental Advocacy
408 Saint Peter Street, Suite 220 1919 University Avenue West, Suite 515

St. Paul, MN 55102 St. Paul, MN 55104

651.294.7143 651.287.4878
cherne-hendrick@fresh-energy.org cberninger@mncenter.org

/s/ Laurie Williams

Sierra Club

Campaign Representative

1536 Wynkoop Street, Suite 200
Denver, CO 80202
303.454.3358

laurie.williams@sierraclub.org

Accessed 11-2018. Renewable Fuel Standard Program — Proposed Renewables Enhancement and Growth Support (REGS)
Rule. Link), the EPA has been processing public comments in order to inform the design of a verifiable biogas-to-

electricity pathway.

72 Alvarez et al. 2018. Assessment of methane emissions from the US oil and gas supply chain. Science.
361(6398):186-188. Link
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