
BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF CALIFORNIA

Rulemaking to Adopt Biomethane Standards )
and Requirements, Pipeline Open Access ) Rulemaking 13-02-008
Rules, and Related Enforcement Provisions             ) (Filed February 13, 2013)
__________________________________________)

JOINT OPENING COMMENTS OF THE BIOENERGY ASSOCIATION OF CALIFORNIA AND THE 
CALIFORNIA ASSOCIATION OF SANITATION AGENCIES ON THE AMENDED SCOPING 

MEMO RELATED TO PIPELINE BIOMETHANE COST ISSUES 

DATED:  May 23, 2014

Julia A. Levin Greg Kester
Executive Director Director of Renewable Resource Programs 
Bioenergy Association of California California Association of Sanitation Agencies
PO Box 6184 1225 8th Street, Suite 595
Albany, CA  94706 Sacramento, CA  95814
Phone:  510-610-1733 Phone:  916-844-5262
Email:  jlevin@bioenergyca.org Email:  gkester@casaweb.org



2

JOINT OPENING COMMENTS OF THE BIOENERGY ASSOCIATION OF CALIFORNIA AND THE 
CALIFORNIA ASSOCIATION OF SANITATION AGENCIES ON THE AMENDED SCOPING MEMO 

RELATED TO PIPELINE BIOMETHANE COST ISSUES 

The Bioenergy Association of California and the California Association of Sanitation Districts 

submit these Joint Opening Comments on Cost Issues Related to Pipeline Biomethane.  Cost 

allocation issues, including the costs of pipeline interconnection, are critical to meet the 

purpose of AB 1900 (Gatto, 2012), which is to promote and facilitate pipeline injection of 

biomethane in California.  

The Bioenergy Association of California (BAC) is an association of bioenergy companies, public 

agencies and local governments working to promote economically and environmentally 

sustainable bioenergy development.  BAC’s industry members include bioenergy developers, 

waste producers and managers, suppliers, manufacturers, investors, consultants and other 

businesses in the bioenergy sector.  BAC’s public members include local governments and 

public agencies that own and operate bioenergy facilities, manage wastewater and solid waste, 

protect air quality and the environment.  Many of BAC’s members have a business and/or 

regulatory interest in pipeline injection of biomethane.

The California Association of Sanitation Agencies (CASA) is a statewide association of cities,

counties, special districts, and joint powers agencies that provide wastewater collection,

treatment, water recycling, and biosolids management services to more than 90% of the 

sewered population of California.  CASA members are key partners in helping to achieve the 

state’s greenhouse gas reduction, low carbon fuel and renewable energy goals.  More than 94% 

of the state’s wastewater flow is treated through aerobic digestion which generates 

biomethane.  When used as a transportation fuel, biomethane from large wastewater 

treatment facilities is the single lowest carbon fuel – or transportation of any kind – recognized 

by the California Air Resources Board.  With co-digestion of fats, oils and grease (FOG) or food 
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waste, California’s wastewater treatment facilities could significantly increase biomethane 

production for pipeline injection, furthering the purpose of AB 1900 and helping to meet other 

state policies.  Cost reduction and allocation issues are critical for CASA members to be able to 

increase production and distribution of biomethane.  

I. THE PURPOSE OF AB 1900 IS TO “PROMOTE” AND “FACILITATE” PIPELINE 
BIOMETHANE.

AB 19001 was enacted as part of a suite of policies adopted in 2012 to increase bioenergy 

production, including the production and pipeline distribution of biomethane.  In addition to AB 

1900, California enacted AB 21962 and SB 1122,3 and the Brown Administration adopted the 

2012 Bioenergy Action Plan.4   These policies and plans were adopted together to provide clear 

direction about the role of bioenergy in meeting the state’s Renewable Portfolio Standard

(RPS), greenhouse gas reduction (AB 32), Low Carbon Fuel Standard (LCFS), and other important 

state policies.  

AB 1900 declares that:

“To meet the energy and transportation needs of the state, the commission shall adopt 

policies and programs that promote the in-state production and distribution of 

biomethane.  The policies and programs shall facilitate the development of a variety of 

sources of in-state biomethane.”5  

AB 1900 also requires the Commission to identify impediments to biomethane procurement, 

offer solutions to address those impediments, and adopt pipeline access rules that ensure 

“nondiscriminatory open access to its gas pipeline system.”6  In addition, the 2012 Bioenergy 

                                                          
1 Assembly Bill 1900 (Ch. 602, Statutes of 2012).
2 Assembly Bill 2196 (Chesbro, 2012).
3 Senate Bill 1122 (Rubio, 2012).
4 2012 Bioenergy Action Plan, Prepared by the Bioenergy Interagency Working Group (BIWG), August 2012.  The 
BIWG included the Office of the Governor, the California Natural Resources Agency, California Public Utilities 
Commission, California Energy Commission, California Department of Food and Agriculture, California 
Environmental Protection Agency, Department of Forestry and Fire Protection, CalRecycle and the Central Valley 
Regional Water Quality Control Board.
5 AB 1900, SEC. 5, 399.24(a).
6 AB 1900, SEC. 4, adding Public Resources Code 25326(a) and SEC. 6, adding Public Utilities Code section 784.
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Action Plan, adopted by nine state agencies including this Commission and Governor Brown’s 

Office, recommends removing barriers to biomethane injection in California’s natural gas 

pipelines.7   

Taken together, these policies make very clear that AB 1900 must, in fact, facilitate pipeline 

injection of biomethane.  As Assemblyman Gatto, author of AB 1900, wrote to the Commission 

last fall:

“I remind the Commission that the will of the people’s duly elected representatives, as 

manifested in AB 1900, is to ensure that our standards do in fact promote pipeline 

biomethane, while protecting public health and safety, and do not end up inadvertently 

replacing one prohibition with another.”8 [emphasis added]

The allocation of costs is critical to ensure that the new standards end up promoting 

biomethane instead of replacing one prohibition with another, whether an outright prohibition 

or because costs of compliance borne by the biomethane supplier are prohibitive and preclude 

development.

II. THIS PROCEEDING SHOULD BE LINKED WITH R.14-03-003 SINCE PIPELINE 
BIOMETHANE CAN HELP THE STATE AND THE UTILITIES MEET THE REQUIREMENTS 
OF AB 32.

A. Pipeline Biomethane Reduces Greenhouse Gas Emissions and Can Help the Utilities to   
Meet their AB 32 Obligations.

AB 1900 recognizes the importance of pipeline biomethane to meet the state’s goals for 

greenhouse gas reduction, renewable energy and low carbon fuels. 9   The California Air

Resources Board (ARB) and the California Office of Environmental Health Hazard and 

Assessment (OEHHA) underscored the benefits of biomethane over fossil fuel natural gas in 

their Final Staff Report on AB 1900, saying biomethane “is a renewable energy source that 

                                                          
7 2012 Bioenergy Action Plan, above, Action 3.2, page 28.
8 Letter from Assemblyman Mike Gatto to President Peevey and Commissioner Peterman, September 26, 2013.
9 AB 1900, SEC. 5, adding Public Utilities Code 399.24 (a).
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supports energy diversity, it has the potential to reduce greenhouse gas emissions, it promotes 

sustainable waste management practices, and its production and use creates jobs.”10  

Pipeline biomethane is probably one of the best and most cost-effective means for the utilities 

to meet their AB 32 compliance obligations.  Pipeline biomethane can also help utility 

customers that are large emitters to meet their compliance obligations.  Increasing pipeline 

biomethane helps “covered entities” to meet their AB 32 compliance obligations by:   

 Providing a renewable and lower carbon alternative to fossil fuel powered electricity;

 Providing the lowest carbon transportation fuel available, lower carbon per mile than 

fuel cell or electric vehicles,11 to fuel the utilities’ and other large customers’ vehicles.

 Providing a lower carbon fuel for heating and industrial use; and

 Reducing emissions of NOx and other pollutants in heavily constrained air districts and 

environmental justice communities.

B. This Proceeding Should be Linked with R. 14-03-003, Which Addresses the Utilities’ 
Compliance with AB 32.

The Commission opened Rulemaking 14-03-003 in March, 2014, “to establish the policy, 

programs, rules and tariffs necessary for natural gas investor-owned utilities (natural gas 

corporations) to comply with the California Air Resources Board’s (ARB) Greenhouse Gas (GHG) 

Cap-and-Trade Program.”12  The Rulemaking will also consider the compliance obligations of 

the gas utilities’ end-use customers, the costs of different compliance options, how best to use 

cap and trade proceeds to reduce emissions from the gas utilities, and education and outreach 

to end-use customers about the state’s efforts to reduce greenhouse gas emissions.13

The gas utilities become “covered entities” under the AB 32 emissions cap beginning in 2015.  

As R.14-03-003 points out, the utilities produce emissions as suppliers of natural gas and from 

their ownership of facilities such as gas compression facilities that emit more than 25,000 tons 

                                                          
10Final AB 1900 Staff Report, at page 7.
11 Air Resources Board, Look-up table for fuel pathway carbon intensities, available at:  
www.arb.ca.gov/fuels/lcfs/lcfs.htm.
12 Order Instituting Rulemaking in R. 14-03-003, filed March 13, 2014, at page 2.
13 Id. At pages 2-3.
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of CO2 equivalent emissions per year. Increasing pipeline biomethane as a substitute for fossil 

fuel gas will help the utilities to reduce their emissions from these sources.   It will also help the 

gas utilities’ customers that are covered entities to meet their obligations by providing a 

significantly lower carbon fuel, particularly when used as a transportation fuel, than fossil fuel

gas.  For example, substituting biomethane for natural gas as a transportation fuel can reduce 

the carbon intensity of the fuel by 75 to 95 percent.14  For the utilities and other covered 

entities with large vehicle fleets, switching to biomethane can provide significant, cost-effective 

greenhouse gas reductions.

The Commission should link these two proceedings to further the purposes of both AB 32 

(greenhouse gas reduction) and AB 1900 (promoting pipeline biomethane).  Increasing pipeline 

biomethane can help the utilities and their customers to meet their compliance obligations 

under AB 32, and revenues from cap and trade auctions can help defray developers’ costs to 

meet the monitoring, cleanup and interconnection costs of pipeline biomethane projects.

C. Cap and Trade Revenues Should Be Applied to Pipeline Biomethane Costs to Help the 
State Meet AB 32 Goals.

The Commission should allocate cap and trade proceeds from R. 14-03-003 to reduce the costs 

of pipeline biomethane and help the State to meet its AB 32 and AB 1900 goals.  As the ARB 

recognized in its report on AB 1900, substituting biomethane for fossil fuel gas provides broad 

public health and greenhouse gas reduction benefits.  Using cap and trade proceeds to reduce 

the costs of pipeline biomethane would provide significant greenhouse gas reductions, reduce 

environmental justice impacts15  and provide numerous other public benefits outlined in the 

joint ARB/OEHHA report on AB 1900. To the extent that pipeline biomethane helps the State to 

meet its Low Carbon Fuel Standard, waste diversion (from landfills)16 and other state policies, it 

is appropriate to apply cap and trade proceeds to reduce the costs of pipeline biomethane.

                                                          
14 Air Resources Board, Look-up table for fuel pathway carbon intensities, available at:  
www.arb.ca.gov/fuels/lcfs/lcfs.htm.

15 SB 535 (DeLeon, Chapter 830, Statutes of 2012).
16 AB 341 (Chesbro, Chapter 476, Statutes of 2011).
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D. Pipeline Biomethane Costs Should Be Allocated to The Utilities and Ratepayers to the 
Extent that Biomethane Helps the Utilities Comply with AB 32 and AB 1900.

To the extent that pipeline biomethane is used to help the utilities and their large emitting 

customers comply with AB 32, the utilities and their ratepayers should pay the costs of pipeline 

biomethane, as they would pay any other regulatory compliance costs.  

III. COST ALLOCATION MUST FURTHER THE PURPOSE OF AB 1900, WHICH IS TO 
FACILITATE AND PROMOTE BIOMETHANE DEVELOPMENT AND DISTRIBUTION.

The Commission adopted extremely strict standards in the first phase of this Rulemaking.  

Unless the costs of compliance with those requirements is shared, then this Rulemaking will not 

further the purpose of AB 1900 to facilitate and promote the in-state production and 

distribution of biomethane.  In other words, without allocating a significant portion of the costs 

of meeting the new pipeline injection standards to the utilities and ratepayers, this Rulemaking 

will effectively “replace one prohibition with another,” as Assemblyman Gatto warned against 

last fall.

A. Costs are Difficult or Impossible to Estimate because California’s New Standards are 
Unprecedented.

Both the Bioenergy Association of California (BAC) and the American Biogas Council, which is a 

BAC member, have queried our members, their technology providers and consultants to assess 

the likely costs of the testing, monitoring, cleanup, gas blending, and interconnection costs of 

AB 1900.  Since California has only one recent biomethane project that uses a common carrier 

pipeline and a very small number in development, obtaining reliable pricing data to estimate

future costs necessary for a developer to make the decision to build and operate a facility is not 

possible.  Data from other states is of limited value as no other state has adopted such stringent 

requirements for pipeline biomethane.  Most technology suppliers lack sufficient data to 

provide guarantees, or even reliable estimates, of the likely costs of testing and cleanup to 

meet the new standards.  Many do not even have the equipment or the data needed to meet 

the AB 1900 standards.
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Technology providers and laboratories that will conduct the testing and cleanup are also 

reluctant to share specific cost data, or go on the record with cost estimates, for competitive 

reasons.  One consultant, however, obtained cost estimates from four biogas upgrading 

systems active in the United States and averaged their estimates to provide a range of 

additional costs attributable to California’s more stringent testing and cleanup requirements.   

Those four technology suppliers’ estimates of the additional costs of biogas testing and cleanup 

attributable to California’s more stringent standards are:

a) Capital Expenses (CAPEX) – 30 to 50 percent additional costs.

b) Operating Expenses (OPEX) – up to 30 percent additional costs.

c) Loss of biomethane product – up to 10 percent. 

B. Answers to Specific Questions Posed in the Amended Scoping Memo

In addition to assessing and allocating the costs of testing, monitoring and cleanup of biogas, 

this proceeding must also consider the costs and cost-allocation for blending and 

interconnection, which may be substantial or cost-prohibitive under the new tariff.  

1. Testing, Monitoring, Reporting and Recordkeeping

As noted above, actual testing and monitoring costs are very difficult to predict because no 

other jurisdiction has such difficult standards to meet.  According to one developer, Colony 

Energy, the new standards increased the costs of gas cleaning by 43 percent, from $3.5 million 

to $5 million, for a 1500 MMBTU/day injection project.  Southern California Gas offered its own 

biogas conditioning tariff for the same project for a cost of $25 million over the 20 year contract 

term.  

BAC and CASA support the Opening Comments of Waste Management regarding the significant, 

and possibly prohibitive, costs of meeting the 990 BTU requirement.  As Waste Management 

notes, meeting this standard will require biomethane producers to enrich the methane content 

or blend it with a fossil fuel.  Each of these methods of meeting the high BTU requirement will

add significant costs due to increased testing and cleanup requirements and the additional fuel 

purchase.  In the case of blending with natural gas, the blended gas may fail to meet standards 
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for constituents of concern that are in the natural gas rather than the biomethane.  Costs 

associated with blending include the following:  

 Increased cost of propane, which is approximately 4 times more expensive than 

upgraded biogas.  Requiring just 2-4% propane in the blended fuel would add 8-16% to 

the fuel cost, just for the purchase of the propane.

 Increasing the number of tests required for each additional gas to be blended.

 Additional costs to condition the blending fuel, whether propane or natural gas.

 Potential failure to meet the standards due to constituents of concern in natural gas.  If 

biomethane is blended with fossil fuel gas, the blended gas would almost certainly 

exceed the limits for p-Dicholorobenzene, Ethylbenzene, Toluene and biologicals, which 

makes blending with natural gas cost-prohibitive and/or impossible technically.

2. How These Costs Compare to Total Start-Up, Operational and Production Costs

As noted above, the Colony Energy project’s testing and conditioning costs increased 43% as a 

result of the new standards adopted in D.14-01-034.  According to Waste Management, 

meeting the 990 BTU requirement rather than a requirement of 950 BTU could double the costs 

of compliance.  These costs are a significant percentage of overall project costs and also add 

substantial risk to projects because the costs to meet the new standards are not certain and 

may exceed estimates due to additional testing, monitoring and conditioning requirements.

Added risk increases the cost of financing biomethane projects.

Interconnection costs, provided in the answer to Question 4 (below), can also make up a 

substantial part of project costs, often determining whether a project is feasible or not, yet 

developers have no control over utility estimates or actual costs of interconnection.   

3. Who Should Bear Particular Costs

Biomethane producers should bear the costs of testing, monitoring, conditioning and record-

keeping to ensure that the biomethane they produce meets the requirements of D.14-01-034.    

The utilities should bear the costs of interconnection and should be required to standardize 

interconnection costs so that they are more predictable from project to project, depending on 
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the amount of gas, interconnection distance and other variables.  Since the utilities themselves 

determine what interconnection costs are, having the utilities bear those costs may also 

encourage lower cost interconnections.  

In addition, to the extent that pipeline biomethane helps the utilities meet their AB 32 

compliance obligations, then the costs of pipeline biomethane should be passed on to 

ratepayers.  Otherwise, the gas utilities’ cap and trade proceeds should be used to reduce the 

costs.  

4. Other Cost that Should Be Considered - Interconnection

Any discussion of cost allocation for pipeline biomethane must include consideration and 

allocation of interconnection costs, which vary by orders of magnitude from project to project 

and can represent a significant percentage of the overall biomethane project’s costs.  Most 

importantly, interconnection costs in California are significantly higher, often double or triple, 

the costs of interconnection in other states for the same size and length of interconnection.  

While California may have some higher costs, such as labor, it is hard to understand how 

interconnection can be several times more expensive than in other states.  According to a 

recent presentation by Southern California Gas, their interconnection costs are $1.3 to $1.9 

million for point of receipt costs plus $200 - $300 per foot of pipeline extension in a busy 

roadway area.17  This can add up to total interconnection costs of $4 to $6 million dollars for a 

two-mile interconnection, which can be 10 to 20 percent of a total project cost, which is not a 

small percentage of overall project costs.

Other recent interconnection estimates in California include:

 A Colony Energy project in Tulare County received an estimate of $1.5 million for a 100-

foot interconnection with Southern California Gas. 

 An Organic Waste Systems project recently received a PG&E estimate of $4.2 million 

for a 2.2 mile interconnection for 1000MCF/day with an MAOP of 985 psig.

                                                          
17 Presentation by Jim Lucas, Southern California Gas Company, via webinar, sponsored by the American Biogas 
Council and Bioenergy Association of California, on May 22, 2014.
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 Sempra recently provided an interconnection estimate to Real Energy of $1.2 million 

for a one million cubic feet per day interconnection and $1.9 million for a 10 million 

cubic feet per day interconnection.  A one-mile feeder line would add $2.2 million to 

the cost.

By contrast, a recent interconnection to an Organic Waste Systems dairy biogas project in 

Michigan cost $66,849 for a 1700 foot connection.  Other recent interconnections have cost 

$50,000 in Michigan, $100,000 in Ohio, $500,000 in Michigan, $1 million in Washington, and 

$1.5 million in Minnesota.  While these vary substantially, they are all significantly lower – often 

magnitudes lower – than interconnection costs in California.

Southern California Gas has stated that if a wastewater treatment facility were to bear the full 

cost of interconnection, then injecting biogas into the pipeline would only be financially viable 

for wastewater plants that treat more than 100 million gallons of wastewater per day (MGD).18

There are only seven such plants in California, and one of these already injects into an investor 

owned utility (IOU) pipeline, while two others inject into public utility pipelines. This leaves only 

4 possible candidates for pipeline injection from the wastewater sector if the participant is 

required to bear the cost of interconnection, an incredibly narrow subset of the wastewater 

community.  Furthermore, those 4 are already generating power for on-site use so would be 

unlikely to expend the dollars necessary for pipeline injection. There are 142 other wastewater 

treatment plants with anaerobic digestion that treat less than 100 MGD, and the only way to 

incentivize pipeline injection at these facilities is to have the IOUs bear the cost of 

interconnection and gas cleanup (to achieve the 990 BTU heating requirement), either through 

their ratepayer base or alternatively, through cap and trade auction proceeds.

IV. CONCLUSION

We urge the Commission to allocate the costs of pipeline biomethane in a manner that truly 

furthers the purpose of AB 1900, which is to facilitate and promote biomethane production and 

                                                          
18 Comments of Jim Lucas, Southern California Gas, at the Anaerobic Digestion & Biogas conference in San 
Francisco, May 2013.
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distribution.  Given the very strict standards adopted in the first phase of this proceeding, 

combined with the significant costs of interconnection, facilitating and promoting biomethane 

distribution will require allocation of costs among developers, utilities and ratepayers so that 

the costs to meet the standards and to interconnect are not prohibitive for project developers.  

One way to reduce costs for developers and ratepayers would be to use the gas utilities’ cap 

and trade proceeds, which would be entirely appropriate given the significant greenhouse gas 

reductions and other benefits of pipeline biomethane.  

DATED:  May 23, 2014 Respectfully submitted,

/s/ Julia A. Levin
JULIA A. LEVIN
Executive Director
Bioenergy Association of California
PO Box 6184
Albany, CA  94706
510-610-1733
jlevin@bioenergyca.org
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VERIFICATION

I am a representative of the non-profit organization herein, and am authorized to make 
this verification on its behalf.  The statements in the foregoing document are true of my own 
knowledge, except as to matters which are therein stated on information or belief, and, as to 
those matters, I believe them to be true.

I declare under penalty of perjury under the laws of the State of California that the 
foregoing is true and correct.

Executed this 23rd day of May, 2014, at Kensington, California.

     /s/  Julia A. Levin
___________________________________

JULIA A. LEVIN
Executive Director
Bioenergy Association of California
PO Box 6184
Albany, CA  94706
510-610-1733
jlevin@bioenergyca.org


