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Dear Mr. Seuffert: 
 
Northern States Power Company, doing business as Xcel Energy, submits these 
Comments in response to the May 5, 2025 Minnesota Public Utilities Commission 
Notice of Comment Period.  
 
We have electronically filed this document with the Minnesota Public Utilities 
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COMMENTS 

 
INTRODUCTION 

 
Northern States Power Company, doing business as Xcel Energy, submits these 
Comments in response to the May 5, 2025 Minnesota Public Utilities Commission 
Notice of Comment Period.  
 
The Company thanks the Commission for this opportunity to comment on the issue 
of whether to modify existing gas line extension policies for rate regulated utilities. As 
discussed further below, the Company does not believe it would be appropriate to 
modify line extension policies at this time. It is important to allow customers, 
especially low-income and rural customers, to have affordable access to the resource 
of natural gas, which can provide heat and power more efficiently and cost-effectively 
than electricity in cold weather. 
 
The Company believes that continuing to offer its existing line extension allowance is 
compatible with reducing greenhouse gas (GHG) emissions. Xcel Energy has a Net-
Zero Vision by 2050 for natural gas, which is aligned with Minnesota’s state goal to 
become carbon neutral by 2050. This vision is consistent with the Commission’s 
October 28, 2024 Order in Docket No. G008,G-002,G011/CI-23-117, which 
establishes a comprehensive framework for natural gas integrated resource planning. 
The Order emphasizes GHG emission analysis, equity considerations, and the 
prioritization of cost-effective, low-emission resources as part of a planning process 
designed to determine the mix of resources that best protect ratepayers and public 
interests; maintains safe, reliable, and affordable service; and advances Minnesota’s 
state policy objectives. In this context, the Company’s line extension allowance for 
new customers - a policy that existing customers have benefited from – is grounded in 



the Commission’s directive to evaluate all resources on a consistent and integrated 
basis.  
 
We commend the Commission for adopting this policy framework, which provides a 
clear and balanced approach to meeting the state’s energy and climate goals. We 
believe that preserving our existing line extension policy maintains that balanced 
approach to the benefit of our customers and the State. 

 
COMMENTS 

 
I. BACKGROUND 
 
The Commission examined the issue of new customers’ rights to fair natural gas 
service extension policies and tariffs as part of Docket No. G-999/CI-90-563. In its 
March 31, 1995 Order, the Commission determined: 
 

On the basis of its work in this docket, the Commission finds that its approach 
to designing LDC service extension rates and policies is reasonable. The 
Commission’s method provides a balance between the two main approaches to 
serve extension rate design.1 
 

The Commission described the two main approaches as follows: 
 

The two main theoretical approaches are 1) the rolled-in-rates approach which 
allows LDCs to extend service to new customers without charge, and 2) the 
incremental-rates approach which requires all new customers to pay their own 
way, i.e. the full cost of their service extensions, at the time they connect to the 
LDC’s system. The method used by Minnesota LDCs is a compromise 
between these two opposing approaches. 
 
The Minnesota approach recognizes that residents benefit from having 
access to natural gas service and Minnesota LDCs benefit from being 
able to provide that service. In addition, the LDC’s policies try to 
balance the interests of existing customers with new customers so that 
both groups are able to receive reasonably priced service. Consideration 
is also usually given to making service extension polices as simple as 
possible for customers to understand and for utilities to administer.2  
 

As part of rate case filings, the Commission requires utilities to address several 
questions regarding line extension policy in future rate cases, including whether 

1 March 31, 1995 Order in Docket No. G-999/CI-90-563, at 6. 
2 March 31, 1995 Order in Docket No. G-999/CI-90-563, at 6 n.5 (emphasis added). 
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extension allowances should include the majority of all new extensions with only the 
extremely long extensions requiring a contribution in aid of construction (CIAC). The 
Company has complied with this requirement in its last six rate cases. 
 
The Company’s line extension allowance for gas main and service line extension 
policies are shown below. All installed footages over the line extension allowance are 
recovered from the customer at a cost based on the past year’s average installation 
cost.  
 
Residential Services 

• All residential services receive a 75 foot line extension allowance under 
standard installation conditions. Any additional expenses, unusual construction, 
and extra footage over 75 feet are billed to the customer. 

 
Residential Main 

• Residential main extensions under 80 feet per home/lot are part of the line 
extension allowance if all homes receive natural gas service in the first calendar 
year. For homes not receiving natural gas in the first year, a refundable CIAC is 
collected upfront and can be refunded over a 5-year period if the homes 
connect to natural gas. The main CIAC is based on the average installation cost 
per foot from the previous year. 

 
• Residential main extensions over 80 feet per home/lot are charged an upfront, 

nonrefundable CIAC. This cost is determined by customer yearly usage, 
number of services, meters, and main footage needed. The CIAC cost is 
determined by the Residential Extension Model (REM Model), which uses 
installation cost from previous year averages for main, services, meter, and 
regulators. 

 
Commercial Main and Services 

• Commercial customers are not charged a CIAC for gas main extensions and 
gas services if the revenues from their anticipated annual gas consumption 
exceed installation costs from previous year’s averages for main, services, 
meter, and regulators. A customer will be charged a CIAC for portions of 
service or main extensions that did not revenue justify by its anticipated usage.  

 
II. RESPONSE TO COMMISSION NOTICE 
 
A. What Actions, if Any, should the Commission Take to Modify Existing 

Gas Line Extension Policies for Rate Regulated Gas Utilities? 
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1. Should the Commission consider any modifications to how gas utilities 
calculate free footage allowance and other costs related to gas main and 
service line extensions?  

 
The Company’s natural gas system provides customers with a critical heating service 
during the winter months in the cold climates we serve in addition to other 
commercial and industrial uses and secondary appliance uses. It is vitally important 
that all customers have equal access to the resource of natural gas, which can provide 
heat far more efficiently and cost-effectively than electricity in cold weather. Line 
extension allowance programs are an effective way to allow customers, especially low-
income customers, affordable access to the resource of natural gas heating without the 
barrier of requiring them to pay a substantial amount of money upfront to get it. The 
2025 cost of the Company’s residential line extension allowance, inclusive of line and 
main service, is approximately $2,400 per residential customer. This cost calculation is 
updated annually.  
 
It is important to note that the line extension allowance is not “free” or a subsidy to 
the new customer. Under the current line extension allowance, new customers obtain 
service at reasonable rates that reflect the cost of service, while spreading the recovery 
over several years. This is consistent with the treatment of other assets such as meter 
costs, where the customer pays for the asset on an ongoing basis through base rates.  
 
The Company’s program aims to ensure equitable access to natural gas, especially in 
suburban and rural areas where homes are spaced farther apart. Offering a line 
extension allowance based on average main and service lengths allows new customers 
to obtain natural gas service at a reasonable rate, while protecting existing customers 
from paying for long extensions, and also allowing the utility to recover its costs. This 
approach appropriately balances the costs between new and existing customers and 
supports customer choice. 
 
The current line extension policy is easy for customers to understand. It also provides 
savings to all customers in two ways. First, this approach spreads fixed infrastructure 
costs over a larger customer base, reducing the per-customer cost. Second, the line 
extension allowance program provides a cost savings to all customers in terms of 
reduced overhead. The current process requires minimal administrative processing for 
most of the new service installations (e.g., there is little back and forth communication 
between the Company and the customer, no waiting for payment to be received, etc.), 
which helps keep costs low for customers and avoids longer wait times for service.  
 
The Company believes that the way it calculates the line extension allowance, and 
other costs related to gas main and service line extensions, provides a balanced, fair, 
reasonable, and affordable method of giving customers the option to access natural 
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gas service. Accordingly, the Company does not believe that changes to how it 
calculates the line extension allowance or other costs related to gas main and service 
line extensions are warranted or advisable at this time. 
 

If so, what factors or conditions would justify changes? And how would 
any proposed changes affect new connecting customers and other 
ratepayers? 

 
As noted above, the Company does not support making changes to the way it 
calculates line extension allowance, precisely because of the way it could affect new 
connecting customers (especially low-income and rural customers), as well as 
increasing costs for existing customers. However, should the Commission wish to 
consider changes, there are several important issues it would need to address. 
 
State and Company policy goals to reduce greenhouse gas emissions are most likely to 
result in throughput reduction on the gas system over time. That does not mean, 
however, that the gas system is no longer needed today. For instance, the stakeholder 
process and consensus recommendations report produced by Great Plains Institute 
and Center for Energy and Environment recognizes that the most cost-effective and 
reliable way to reduce emissions from the natural gas system in support of the state’s 
net-zero greenhouse gas goal is weatherization with electric space heating adoption, 
while retaining gas service for back-up heat during cold temperatures.3  Even with 
these important emissions reductions efforts, there remains a clear need to connect 
new customers to the gas system to meet customer demand. For instance, the 
Company responded to over 3,500 requests for new residential meters each year in 
2022, 2023, and 2024.  
 
That said, we understand new build electrification efforts may be more cost effective 
than retrofitting an existing household, for customers interested in electrification. As 
part of our corporate efforts to explore emissions reductions for our gas customers, 
we are working with new build sites on a voluntary basis to understand the barriers 
and opportunities for dual fuel and electric options and explore any opportunities 
early in the process that make sense for our customers and the system. As part of this 
approach, we will continue to provide our customers with options for all types of 
energy, including efficient electrification efforts, and ensure they are aware of options 
before deciding which electric and/or gas service options are right for them. 
However, it is premature to change extension policies given that natural gas continues 
to be relied upon by many utility customers.4  In most cases, customers still need 

3 See Great Plains Institute, Center for Energy and Environment, 2021. “Decarbonizing Minnesota’s Natural 
Gas End-Uses.” https://e21initiative.org/wp-content/uploads/2021/07/Decarbonizing-NG-End-Uses-
Stakeholder-Process-Summary.pdf. 
4 See Id.  

5

https://e21initiative.org/wp-content/uploads/2021/07/Decarbonizing-NG-End-Uses-Stakeholder-Process-Summary.pdf
https://e21initiative.org/wp-content/uploads/2021/07/Decarbonizing-NG-End-Uses-Stakeholder-Process-Summary.pdf


natural gas service for affordability. The Company believes that customers should 
have access to affordable and reliable options and be allowed to make the choice that 
is best for them.  
 
Existing customers have historically benefited from our line extension policy, and that 
benefit should continue to be extended to new customers. We continue to monitor 
customer applications, adoption of electric appliances, throughput, and peak demand 
in order to make future investments in line with demonstrated customer needs. We 
suggest that the Commission should do the same and could consider line extension 
policy changes in the future.  
 

2. If the Commission should make modifications to regulated gas utilities’ 
gas line extension policies, how would rules, statutes, and Commission 
order justify those modifications?  

 
The Company believes that its line extension allowance program provides a valuable 
service to both customers and potential customers and does not require modification 
at this time. The Company plans to review other stakeholder responses to this 
question and comment in the Company’s Reply and/or Supplemental comments. 
 

3. Which proposed modifications, if any, would necessitate gas utilities to 
coordinate and/or consult with electric utilities in the service territory 
where a gas line extension is being contemplated? 

 
The Company plans to review proposals made by other stakeholders and comment in 
its Reply and/or Supplemental Comments. 
 

4. How should the Commission consider the results of Minnesota Energy 
Resource Corporation’s Line Extension Policy Study in this matter? 

 
The Company does not take a position on this question at this time. 
 

5. What lessons should the Commission consider from proceedings in 
other states related to this matter? 

 
Other states undertaking review of and changes to their line extension allowance 
programs5 have different climates and different policy landscapes, making direct 
comparisons challenging. 
 

5 E.g., California, Washington, Oregon, Colorado, Illinois, New York, Massachusetts, and Connecticut. 
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The Company notes, however, that line extension policy changes are often part of a 
multi-year process predicated by broader policy initiatives. The impacts and outcomes 
of line extension policy changes are not yet clear, even in states that have been 
exploring this course of action for years as implementation is relatively recent. 
Additionally, it remains unknown if changing line extension allowance programs helps 
advance state greenhouse gas reduction policy objectives. 
 
The Company believes that when changes to line extension allowance policies are 
pursued, key elements include making changes over time, and granting exceptions 
where alternates are not feasible and GHG emissions are reduced. 
 

6. Should any distinctions be made between different customer classes 
when considering modifications? 

 
Although not a difference in customer classes, the Company notes that modifying the 
line extension policy would place a greater burden on rural residential customers than 
those in higher density locations where the distance to connect to the natural gas 
system is shorter. This could prevent rural customers from being able to choose the 
best energy solution for their situation. In rural areas, customers without access to 
natural gas often look to propane for a heating and energy solution. Creating cost 
barriers for rural customers to convert from propane to natural gas runs contrary to 
greenhouse gas reduction goals because natural gas is not only a lower cost but also 
has lower greenhouse gas emissions than propane. 
 
The Company also notes that in rural areas, a decision not to connect a development 
to the natural gas system significantly impacts the next development beyond it, 
making it much more expensive for the second development to connect to the natural 
gas system. This reduces the choices for customers in rural areas. 
 
In terms of distinctions between classes, the Company notes that our current line 
extension policy offers specific main and service footage allowances for the 
Residential class, while the Commercial class footage allowances are determined 
through a cost justification formula. Due to the variable nature of Commercial service 
interconnection costs, we believe it is appropriate to continue to look at Commercial 
service cost justification using the formula in tariff. Because the majority of 
Residential line extensions are similar cost-wise, it is appropriate to offer specific 
lengths for footage allowances. 
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7. How should the Commission consider the needs of low-income 
customers and other areas of equity in this matter? 

 
Natural gas is the lowest cost alternative to heat and power homes.6  For instance, in 
Minnesota the average gas water heating cost is $206/year, while the average electric 
water heating cost is $308/year,7 a savings of over 33 percent. Accordingly, it is vital 
that low-income customers have the opportunity to access this low-cost resource for 
their energy and heating needs. 
 
In addition, for those low-income customers seeking to reduce their carbon footprint, 
weatherization and using an air source heat pump (ASHP), with gas back-up, is the 
most cost-effective way to reduce greenhouse gas emissions, which still requires 
access to the natural gas system. 
 
Low-income customers stand to lose the most from changing the Company’s line 
extension allowance policy by making it harder for them to connect to the natural gas 
system. The Company does not believe this is the right course of action without 
having broader state policy measures in place to address this burden. 
 

8. Are there other issues or concerns related to this matter? 
 
The Company has not identified any at this time. 
 

CONCLUSION 
 

The Company thanks the Commission for this opportunity to comment on the issue 
of modifying existing gas line extension policies for rate regulated gas utilities. The 
Company does not believe that changes are advisable at this time. 
 
Dated: July 8, 2025 
 
Northern States Power Company 

6 See 88 Fed. Reg. 58575, 58576 (Aug. 28, 2023). 
7 See Learn Metrics at https://learnmetrics.com/gas-vs-electric-water-heater-running-cost, accessed on June 
15, 2025. 
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CERTIFICATE OF SERVICE 
 
 
I, Victor Barreiro, hereby certify that I have this day served copies of the foregoing 
document on the attached list of persons. 
 
 

xx by depositing a true and correct copy thereof, properly enveloped 
with postage paid in the United States mail at Minneapolis, Minnesota      

 
 xx electronic filing 
 

 
DOCKET NO. G999/CI-21-565 
     
 
 
 
 
 
Dated this 8th day of July 2025 
 
/s/ 
____________________________ 
Victor Barriero 
Regulatory Administrator 
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