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Before the Minnesota Public Utilities Commission 

  Reply Comments of the Minnesota Department of Commerce 
 

Docket No. E-999/CI-23-151 
 
 
I. INTRODUCTION  
 
The Minnesota Legislature created the carbon-free standard (CFS) with the passage of H.F. 7, which 
requires Minnesota electric utilities to reach 100% carbon-free electricity by 2040 and tasks the 
Minnesota Public Utilities Commission (Commission) with the implementation of the standard. The 
Commission laid out a series of proceedings to implement the standard in its July 7, 2023 Notice of 
Docket Process and Timeline,1 and the current proceeding is the third round, which focuses on CFS 
compliance.2 
 
In these reply comments, the Department seeks to ensure that the CFS compliance process is well 
defined and does not allow for double counting. 
 
II. PROCEDURAL BACKGROUND  
 
The following procedural history outlines relevant Commission action to the current proceeding. 
 
March 19, 2010 The Commission issues its Order Clarifying Criteria and Standards for 

Determining Compliance Under Minn. Stat. § 216B.1691 in Docket No. E-
999/CI-03-389.3 
 

July 7, 2023 The Minnesota Legislature signs H.F. 7 into law, which created the CFS 
and amended Minn. Stat. § 216B.1691 to increase the Renewable Energy 
Standard (RES), also known as the Eligible Energy Technology Standard 
(EETS), to 55 percent by 2035.4 
 

July 7, 2023 Commission issues its Notice of Docket Process and Timeline which set 
comment period dates for changes to RES and Solar Energy Standard 
(SES; Round 1), new and amended terms (Round 2), CFS compliance 
(Round 3), and the off ramp process (Round 4).5 
 

1 Minnesota Public Utilities Commission, Notice of Docket Process and Timeline, July 7, 2023, (eDockets) 20237-197301-01 
at 2, (hereinafter “Notice of Docket Process and Timeline”). 
2 Minnesota Public Utilities Commission, Notice of Comment Period and Updated Timeline, October 31, 2024, (eDockets) 
202410-211486-01, (hereinafter “Notice”). 
3 In the Matter of Detailing Criteria and Standards Measuring an Electric Utility's Good Faith Efforts in Meeting the 
Renewable Energy Objectives Under Minn. Stat. 216B. 169, Minnesota Public Utilities Commission, Order Clarifying Criteria 
and Standards for Determining Compliance Under Minn. Stat. § 216B.1691, March 19, 2010, Docket No. E-999/CI-03-869, 
(eDockets) 20103-48177-01, (hereinafter “March 19, 2020 Order”). 
4 See H.F. 7. 
5 Notice of Docket Process and Timeline. 

https://www.edockets.state.mn.us/documents/%7b10643189-0000-C014-B513-455EE8E36C90%7d/download?contentSequence=0&rowIndex=8
https://www.edockets.state.mn.us/documents/%7bC040E392-0000-CC1C-8631-CA940743834E%7d/download?contentSequence=0&rowIndex=2
https://www.edockets.state.mn.us/documents/%7BFBCB2EB0-203F-414A-8CB5-5CE832E884F7%7D/download?contentSequence=0&rowIndex=25
https://www.revisor.mn.gov/laws/2023/0/7/laws.0.3.0#laws.0.3.0
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December 6, 2023 The Commission issues its order for Round 1 of comments. The 

Commission orders that a hydroelectric facility greater than 100 MW and 
built before February 8, 2023 qualifies for compliance with the RES. The 
Commission also states that RECs are eligible for use in the year of 
generation and for four years following the year of generation.6 
 

April 12, 2024 The Commission issues its order for Round 1.5 of comments.7 
 

June 28, 2024 The Department submits its comments for Round 2.8 
 

October 31, 2024 The Commission issues its Notice of Comment for the current 
proceeding. 
 

November 7, 2024 The Commission issues its Order Initiating New Docket and Clarifying 
“Environmental Justice Area” which created the Docket No. E-999/CI-24-
352 to further record development on partial compliance and the 
application of fuel life-cycle analysis.9 
 

January 29, 2025 
 

The Department files its initial comments in the current proceeding.10 

 
Topics open for comment:  
 

• When and how should utilities report preparedness for meeting upcoming CFS requirements? 
• By which criteria and standards should the Commission measure an electric utility’s compliance 

with the CFS? 
• What considerations should the Commission take into account regarding the double counting 

of Renewable Energy Credits (RECs) to meet multiple requirements? 
• How should net market purchases be counted towards CFS compliance? 
• Are there other issues or concerns related to this matter? 
 

The Minnesota Department of Commerce (Department) submits its reply comments in the context of 
multiple related proceedings, including the newly created Docket No. E-999/CI-24-352,11 which has 
implications for how partial compliance and market purchases are measured and reported for CFS 

 

6 See Order Point 6. Minnesota Public Utilities Commission, Order, December 6, 2023, Docket No. E-999/CI-23-151, 
(eDockets) 202312-201019-01 at 9, (“hereinafter December 6, 2023 Order”). 
7 Minnesota Public Utilities Commission, Order, April 12, 2024, Docket No. E-999/CI-23-151, (eDockets) 20244-205306-01, 
(hereinafter “April 12, 2024 Order”). 
8 Minnesota Department of Commerce, Comments, June 28, 2024, (eDockets) 20246-208098-01, (hereinafter “Department 
June 28, 2024 Comments”). 
9 Minnesota Public Utilities Commission, Order Initiating New Docket And Clarifying “Environmental Justice Area,” 
November 7, 2024, Docket No. E-999/CI-24-352, (eDockets) 202411-211701-01, (hereinafter “November 7, 2024 Order”). 
10 Minnesota Department of Commerce, Initial Comments, January 19, 2025, (eDockets) 20251-214567-01, (hereinafter 
“Department Initial Comments”). 
11 See Order Point 1. November 7, 2024 Order. 

https://www.edockets.state.mn.us/documents/%7BF0ED408C-0000-C41E-916D-35E67056F047%7D/download?contentSequence=0&rowIndex=248
https://www.edockets.state.mn.us/documents/%7BE072D38E-0000-CD15-AE97-4C4EB3BCC057%7D/download?contentSequence=0&rowIndex=215
https://www.edockets.state.mn.us/documents/%7b00216090-0000-CA1C-9A0D-77AEE7AD1F67%7d/download?contentSequence=0&rowIndex=178
https://www.edockets.state.mn.us/documents/%7b80E20793-0000-CD11-8C78-C3B3C0606CE1%7d/download?contentSequence=0&rowIndex=14
https://www.edockets.state.mn.us/documents/%7bB0CFB294-0000-C61B-B5E3-10BB70D96BFA%7d/download?contentSequence=0&rowIndex=8
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compliance. In addition, the fourth round of comments in the current docket concerns the “Off Ramp 
Process,” which will discuss modifications to the Commission’s March 19, 2010 Order in Docket No. 
E999/CI-03-869.12 The Commission’s March 19, 2010 Order also includes criteria and standards related 
to measurement and achievement,13 which makes it difficult to separate relevant topics open for 
comment in each proceeding. The Department addresses overlaps with other proceedings, and 
describes these concerns in relevant areas of Section III. 
 
III. DEPARTMENT ANALYSIS  
 

A. WHEN AND HOW SHOULD UTILITIES REPORT PREPAREDNESS FOR MEETING UPCOMING 
CFS REQUIREMENTS? 

 

The Department has no additional comments on this notice topic. 
 

B. BY WHICH CRITERIA AND STANDARDS SHOULD THE COMMISSION MEASURE AN 
ELECTRIC UTILITY’S COMPLIANCE WITH THE CFS? 

 

B.1. Criteria and Standards for the Measurement of CFS Compliance 
 

B.1.1. Tracking of Electric Utility Credit Sales and Imports 
 
The Clean Energy Organizations (CEOs) raise a concern with the calculation of multi-state compliance. 
Currently, multi-state utilities can retire RECs from utility-owned assets in different states to 
demonstrate EETS compliance. Should this practice continue, utilities can retire RECs to demonstrate 
CFS compliance from facilities not built to serve Minnesota load. The CEOs state: 

It is important that utilities that serve multiple states or that have 
significant net market sales do not inappropriately inflate their CFS 
compliance by attributing to Minnesota carbon-free power that has not 
been generated to serve Minnesota retail customers. 
 
[…] 
 
However, determining how to calculate the numerator – “electricity 
generated from a carbon-free energy technology to provide the electric 
utility’s retail customers in Minnesota” – is more complex, at least for 
utilities that serve multiple states or have significant net market sales. The 
plain language of the law requires that compliance be based on the share 
of the utility’s carbon-free energy that is generated to provide to 
Minnesota retail customers. Defining the numerator broadly to include the 
carbon-free power that goes to other states in the utility’s territory, or to 
the regional market, would thus violate the statute and could substantially 
distort the CFS calculation. If the numerator is inflated in this way, a utility 
will be able to claim compliance with the CFS even if it is far from providing 

 

12 Notice of Docket Process and Timeline at 2. 
13 See Section I. Issues 1, 2, and 4 and Order Points 1, 2, and 7-10. March 19, 2020 Order at 3 and 11-12. 
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to Minnesota customers the required percentage of carbon-free 
generation. 
 
Moreover, allowing utilities to attribute to Minnesota the carbon-free 
generation they sell to MISO gives utilities an inappropriate incentive to 
maximize their net market sales, since the more carbon-free generation a 
utility can attribute to Minnesota – even if that generation does not serve 
Minnesota -- the higher the utility’s calculated CFS-compliance 
percentage. This then reduces the utility’s incentive to build new carbon-
free generation that actually serves Minnesota as well as reducing the 
downward pressure that the CFS is intended to put on carbon-emitting 
generation.14 [citation omitted] 
 

The CEOs then make the following recommendation: 
 

Specifically, utilities should be required in their reports to provide: 
 
A) the utility’s predicted and actual rates of compliance with the 

Minnesota CFS, based on the statutory formula below:  
 

“electricity generated from a carbon-free energy technology to provide 
the electric utility’s retail customers in Minnesota”                                              

“the electric utility’s total retail electric sales to retail customers in 
Minnesota” 

The utility should precisely explain how the numerator and denominator 
were calculated, and it must demonstrate that it has only included in the 
numerator carbon-free electricity (and/or applicable RECs) generated or 
procured to provide to retail customers in Minnesota (and therefore, that 
it has excluded electricity that serves customers in other states, that 
supports net sales to regional markets, or that is sold to other parties that 
are not Minnesota retail customers);15 
 

This recommendation will be difficult to apply for compliance with the CFS for several reasons. First, as 
discussed in the Department’s Initial Comments,16 electric generators are dispatched by the 
Midcontinent Independent System Operator (MISO), and are not dispatched to meet Minnesota load, 
but are rather dispatched to meet MISO load. This makes the attribution of Minnesota electric 
generation impossible, because generator dispatch is decoupled from Minnesota completely. Even if 
generator dispatch from facilities paid for by Minnesota ratepayers were used in the calculation of 
Minnesota generation, this would be a violation of Minn. Stat. § 216b.1691 subd. 4, because it would 
restrict the “trading of renewable energy credits between states.” If an electric utility cannot use RECs 
generated from its own assets in other states, then it also cannot purchase RECs from other states. 

 

14 The Minnesota Center for Environmental Advocacy, the Sierra Club, and Fresh Energy, Initial Comments, January 29, 
2025, (eDockets) 20251-214613-01 at 2-4, (hereinafter “CEOs Initial Comments”). 
15 Id., at 8. 
16 Department Initial Comments at 6-7. 

https://www.edockets.state.mn.us/documents/%7bC0C8B394-0000-CB52-8966-A8233C198268%7d/download?contentSequence=0&rowIndex=13
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The Department shares the concern expressed by the CEOs regarding new and local power generation, 
however, practically, this concern can only be addressed with the regional preference for energy 
attribute certificates (EAC) purchases recommended by the Department in its Initial Comments: 
 

The Department recommends that the Commission order that all EACs 
retired to demonstrate CFS compliance be generated within the Midwest 
Region, as defined by 26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(2)(ix), 
or meet the 45V requirements for interregional delivery, as defined by 26 
CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(3)(iii)(B).17 
 

The recommendations in the Department’s Initial Comments (Section III.B.1.1) attempt to capture the 
dynamics of MISO imports and exports, and maintain technical feasibility. The Department notes that 
the CEOs’ Recommendations D) and E) in Section I. provide similar information, albeit without time 
bounds.18 The Department restates its recommendations: 
 
 

The Department recommends that the Commission order electric utilities 
to report all sales and purchases of EACs at the time interval required for 
CFS matching. 
 
The Department recommends that the Commission order electric utilities 
to report all hourly Minnesota retail electric sales.19,20 

 
The Department also clarifies that market exports to MISO do not automatically mean that these sales 
should not be counted for CFS compliance unless A) EACs are required to meet other state’s renewable 
compliance requirements, or B) the EACs are bundled with electricity sales. 
 

A commission order on the latter point is not required, because reporting systems such as M-RETS 
track EAC retirements to meet specific standards, and thus an electric utility cannot retire an EAC and 
claim compliance for multiple states. Other state compliance obligations are only relevant in integrated 
resource planning (IRP). 
 

B.1.2. Multiple EACs 
 

In its Initial Comments, the Department made the following recommendation: 
 

The Department recommends that the Commission order EACs to only be 
issued in quantities of 0-1 EAC per megawatt-hour.21 

 

17 Department Initial Comments at 14. 
18 CEOs Initial Comments at 8-9. 
19 Department Initial Comments at 7. 
20 Note the Department corrected a grammatical error that was present in both recommendations. 
21 Department Initial Comments at 15. 
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The Carbon Solutions Group (CSG)22 and Center for Resource Solutions (CRS)23 and the Midwest 
Renewable Energy Tracking Systems Inc. (M-RETS)24 all submitted comments relevant to this 
recommendation. All groups state that renewable energy certificates (RECs) or energy attribute 
certificates (EACs) represent one MWh of generation. These statements imply, but do not explicitly 
state, that a deviation from the practice of 1 MWh generation equals 1 EAC is problematic for the REC 
industry. The Department attempted to explain this problem in its initial comments: 
 

If electric utilities are allowed to report multiple EACs per MWh of 
electricity generated, then electric utilities would be allowed to generate 
less than the full amount of electricity required to meet their total retail 
electric sales, and would by extension then have to make up for actual 
power needs from other sources that may not be carbon-free. The 
allowance of multiple EACs could make Minnesota more reliant on fossil 
fuels to make up for gaps in actual power needs by creating a larger gap 
between the amount of carbon-free electricity actually generated and 
utility load. 25 
 

While the Department maintains that multiple EACs should not be issued for one MWh of generation, 
the Department’s recommendation is problematic for the issuance of partial credits that fall within the 
0-1 range of the Department’s recommendation. EAC accounting relies on the principle that every 
credit represents 1 MWh of eligible generation. If credits are issued on a fractional basis, then a similar 
disconnect between actual generation and EACs is created.  
 
There are two cases that necessitate further Commission orders on this matter. The first case is for 
biomass, which is partially CFS-eligible, for example 50 percent, and fully EETS eligible. In this case, 
there is a clear disconnect between 1 MWh that applies fully to the EETS and only 0.5 MWh that 
applies partially to the CFS. The second case is for a partial CFS eligible resource, such as natural gas 
with carbon capture and sequestration (CCS). For example, a 95 percent carbon-free power plant 
should be eligible to receive 0.95 MWh for every MWh of generation. Both of these examples illustrate 
how a one to one relationship of generation and compliance is broken by CFS partial compliance.  
 
There are multiple potential options to address this problem, which include: 
 

1) Disallow biomass eligibility from the CFS. 
2) Make all biomass fully eligible for the CFS. 
3) Issue a separate credit for CFS. 
4) Issue all EACs equivalent to the CFS partial compliance MWh only, such that RECs apply to the 

EETS and CFS equally. 

 

22 Carbon Solutions Group, LLC, Initial Comments, January 29, 2025, (eDockets) 20251-214606-01 at 2, (hereinafter “CSG 
Initial Comments”). 
23 Center for Resource Solutions, Initial Comments, January 29, 2025, (eDockets) 20251-214651-01 at 8, (hereinafter “CRS 
Initial Comments”) 
24 Midwest Renewable Energy Tracking System, Inc., Reply Comments, February 5, 2025, (eDockets) 20251-214590-01 at 1, 
(hereinafter “M-RETS Reply Comments”). 
25 Department Initial Comments at 15. 

https://www.edockets.state.mn.us/documents/%7b30EEB394-0000-CC38-99CF-EE8D2E4EB5E8%7d/download?contentSequence=0&rowIndex=12
https://www.edockets.state.mn.us/documents/%7b8036B494-0000-C71F-988A-E79AA7C9FE26%7d/download?contentSequence=0&rowIndex=22
https://www.edockets.state.mn.us/documents/%7b107CD694-0000-C31B-B1D6-E17A67394604%7d/download?contentSequence=0&rowIndex=4
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5) Generate whole EACs that receive partial CFS credit upon retirement, based on a carbon-free 
allocator. 

6) Generate whole EACs that apply to either one or multiple standards, based on a carbon-free 
allocator. 

 

Option 1), which disallows biomass from the CFS, creates a strong disincentive to use biomass to meet 
the CFS and would penalize statutorily defined biomass that is eligible for EETS compliance. If any 
biomass continues to run after 2040, it could not be counted for CFS compliance and would then result 
in a surplus of generation above Minnesota electric sales. This solution also does not address partial 
compliance that is not eligible for the EETS; however, a solution to partial compliance can be 
implemented separately. 
 

Option 2), which makes all biomass eligible for the CFS, may allow biomass that is not actually carbon-
free, and may incentivize high carbon-emitting biomass that may even have higher carbon emissions 
than burning fossil fuels. This solution also does not address partial compliance that is not eligible for 
the EETS; as above, a solution to partial compliance can be implemented separately. 
 

Option 3), which issues separate CFS credits, overcomplicates reporting and creates several new 
compliance risks. If credits are issued separately, then a generator could sell one REC to one party, and 
a second CFS-EAC to another—and both would represent the same MWh of generation. The 
Commission could require these separate credits to be bundled, but partial credits would still be issued 
for the CFS that do not match actual generation. While technically possible to implement this solution, 
it is problematic. 
 

Option 4), which requires that RECs match CFS compliance, breaks the existing REC market for 
biomass. Currently, biomass receives full RECs. If this system is modified by the Commission, fewer 
RECs would flow from the same biomass production, and therefore results in less revenue for biomass 
producers. This solution would also create an incentive for biomass producers to sell RECs outside of 
the Minnesota compliance market to obtain higher revenues. 
 

Options 5) and 6), which issue credits equivalent to the exact compliance share, have the greatest 
potential. Both options implement a carbon-free allocator (CFA), which would determine the percent 
of electricity generation that is eligible for the CFS. Electric generation would be multiplied by the CFA 
to determine the MWh eligible for CFS compliance. Solution 5) would issue full credits that correspond 
to metered generation, and would assign the CFA to the credit. Upon retirement, a 50% CFS eligible 
REC would produce 1 MWh of EETS compliance and 0.5 MWh of CFS compliance. Similarly, a 95% 
compliant AEC would produce 0 MWh of EETS compliance and 0.95 MWh of CFS compliance. This 
solution is not standard practice in the REC industry, as currently RECs simply represent 1 MWh of 
renewable generation and nothing more. The solution would also generate fractional credits that are 
not ideal for the REC markets.  
 

Based on evaluation of the options, the Department concludes that Option 6) provides the best 
solution to the challenges surrounding biomass and partial credits. The Department’s preferred 
solution is Option 6). This option applies the CFA to electric generation at the time of credit generation. 
The CFA determines how many full credits are eligible for both the EETS and CFS, and how many 
credits are only eligible for the EETS. In practice, full RECs are issued equivalent to the fractional share 
of generation that is fully EETS and CFS eligible and only EETS eligible based on a true-up period. For 
example, if 100 MWh are generated in a 50% partially compliant renewable generation facility, 50 
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MWh would be fully eligible for both the EETS and the CFS. The other 50 MWh would be eligible for 
only the EETS. This option would work similarly for the 95% CFS compliant natural gas with CCS power 
plant. If 100 MWh are generated, 95 AECs would be created that are eligible for only the CFS. This 
solution is not without precedent, as Iowa created a similar bifurcation of REC issuance with its 
renewable capacity compliance requirement and voluntary sale of residual RECs.26 This option is 
preferred over Option 5 because it: (1) retains the existing 1 MWh equals 1 EAC framework, (2) does 
not add the CFA to the credit, and (3) because it would issue whole credits instead of credits that 
represent fractional generation for the CFS. 
 
While these subjects could be discussed in Docket No. E-999/CI-24-352, a Commission decision on this 
subject is best made in the current proceeding because the subject pertains strictly to the 
measurement and the achievement of CFS compliance, and does not pertain to resource eligibility or 
the methodology used to determine partial compliance. As such, the Department rescinds its previous 
recommendation and replaces it with the following recommendation: 
 
The Department recommends the Commission order: 
 

A. EACs be issued equivalent to metered generation on a per MWh basis; 
B. A single REC be issued for all generation that may be retired to demonstrate both EETS and 

CFS compliance; 
C. A carbon-free allocator, which defines the percentage of CFS eligible generation, must be 

used for any generation facility that is partially CFS compliant; 
D. For all generation made in a CFS partial compliant facility that is also eligible for the EETS, 

metered generation in A. shall be: 
a. Multiplied by C. to determine the whole number of RECs to issue that are fully eligible 

for both the EETS and CFS; 
b. Multiplied by one minus C. to determine the whole number of RECs to issue that are 

only eligible for the EETS; 
E. For all generation made in a CFS partial compliant facility that is not eligible for the EETS, 

metered generation in A. shall be multiplied by C. to determine the whole number of AECs to 
issue that are only eligible for the CFS; and 

F. The methodology to determine the carbon-free allocation shall be decided in Docket No. E-
999/CI-24-352. 

 
B.1.3. Hourly Matching 

 

CMPAS raises a concern that was not adequately addressed in the Department’s Initial Comments: 
 

Recommendation: Utilities of all Sizes Need Flexibility Regarding REC 
Vintages 
 
CMPAS also has contracts with large, central renewable resources. CMPAS 
members use these contracts to serve their own needs and do not own 

 

26 See Attachment A. 
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resources that also make excess sales into in the market. Additionally, as a 
small entity, CMPAS depends on output from a much smaller number of 
renewable facilities than larger utilities, who have dozens of facilities that 
generate CFE-compliant energy. As such, CFE compliance for CMPAS is 
more acutely impacted by variations in load and renewable energy output 
than are larger utilities – should one of CMPAS’s contracts have a poor year 
or should utility load vary unexpectedly, CMPAS could be at an unexpected 
deficit it cannot make up by using excess generation from a large pool of 
other contracts. While a typical PPA provision is for generator owners to 
provide replacement energy, capacity, and RECs with these contracts in 
the event of substandard performance, generator owners may certainly 
provide unexpired RECs from earlier years, from other generators to meet 
such an obligation. 
 
Given these examples above, CMPAS is thus counting on the option to 
retire unexpired RECs from past years where absolutely necessary for CFS 
compliance, similar to RES compliance, and we recommend the same 
latitude for CFS compliance.27 
 

Between 2030 and 2034, the Department recommends annual compliance and the removal of REC 
banking. CMPAS requests continued flexibility to bank RECs. The Department does not support any 
ability to bank RECs while CFS compliance transitions to hourly matching. Instead, the Department 
suggests a true-up period to account for variable renewable generation. The true-up period would  
allow electric utilities to buy or sell RECs to meet their annual compliance requirement or generate 
revenue, rather than bank RECs. To allow utilities time to buy or sell RECs to establish compliance, 
electric utilities should be given a period of three months to true-up compliance. The results of the 
true-up should be reported in electric utilities annual REC retirement reports in Docket No. E999/PR-
YR-12. 
 
The Department recommends the Commission order a 2030 to 2034 CFS compliance true-up period of 
three months after the conclusion of the reporting year.  
 

B.1.4. Line Losses 
 

In their Initial Comments, the CEOs make the following recommendation: 
 

Specifically, utilities should be required in their reports to provide: 
B) the utility’s predicted and actual estimated line losses, including the 

basis for the estimate and an explanation of how those line losses 
affect the calculation under item A above;28 

 

 

27 Central Municipal Power Agency/Services, Initial Comments, January 29, 2025, (eDockets) 20251-214554-01 at 5, 
(hereinafter “CMPAS Initial Comments”). 
28 CEOs Initial Comments at 8. 

https://www.edockets.state.mn.us/documents/%7b9050B394-0000-C71D-A1D7-2248FD69CFBC%7d/download?contentSequence=0&rowIndex=7
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With this recommendation, the CEOs point to a problem in existing practice for EETS compliance. 
Electricity is not generated where load is, and the transport of electricity results in line losses. 
Therefore, generation must always be higher than load in order to fully supply load. The practice of 
matching RECs to load without the inclusion of transmission line losses results in a deficiency of electric 
generation to fully serve load. 
 
In Attachment A of the CEO’s Initial Comments, Xcel states in an information request response that 
9.66% of its generation in 2030 will be lost due to line losses.29 This figure represents a significant 
mismatch between generation and load. While REC retirement to meet the EETS and SES have never 
used line losses in the compliance calculation, H.F. 7 modified Minn. Stat. § 216B.1691 subd. 2a as 
follows: 

Subd. 2a. Eligible energy technology standard. 
 
(a) Except as provided in paragraph (b), Each electric utility shall generate 
or procure sufficient electricity generated by an eligible energy technology 
to provide its retail customers in Minnesota, or the retail customers of a 
distribution utility to which the electric utility provides wholesale electric 
service, so that the electric utility generates or procures an amount of 
electricity from an eligible energy technology that is equivalent to at least 
the following standard percentages of the electric utility's total retail 
electric sales to retail customers in Minnesota are generated by eligible 
energy technologies by the end of the year indicated: 
 

(1)  2012  12 percent 
 
(2)  2016  17 percent 
 
(3)  2020  20 percent 
 
(4)  2025  25 percent. 
 
(5)  2035  55 percent.30 
 

Minn. Stat. § 216B.1691 subd. 2g contains the same edit, which adds “equivalent to” to the statute. 
This modification decouples generation from total retail electric sales by the addition of equivalence, 
and allows the Commission the ability to determine that generation should serve load and not merely 
match load. Should the current practice continue, a 100 percent CFS compliance achievement could 
still allow, in the Xcel 2030 example above, 10.7 percent of the electricity used to serve Xcel’s total 
retail electric customers to come from CFS-ineligible generation sources.31 
 
In addition, IRPs include line losses. For example, in Xcel’s most recent IRP, the Company stated: 
 

 

29 Id., Attachment A at 2. 
30 2023 Minn. Laws ch. 7, § 5. Available at: https://www.revisor.mn.gov/laws/2023/0/7/laws.0.3.0#laws.0.3.0  
31 90.34% of electricity would be delivered. The remainder of the generation is calculated by dividing 100% by 90.34%, 
which yields 110.7% of electricity required to meet 100% of load. 

https://www.revisor.mn.gov/laws/2023/0/7/laws.0.3.0#laws.0.3.0
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We convert the sales forecast into energy requirements at the generator 
level by adding energy losses. The forecasted losses are based on 
forecasted loss factors, which are developed by modeling actual historical 
losses.32 
 

It does not make sense to plan for losses in IRPs, but then ignore losses for CFS or RES compliance, 
particularly because the statute was modified to align CFS and RES compliance with common IRP 
practice.33 
 
The Department recommends the Commission order CFS and RES compliance measurement to factor 
in line losses to determine compliance with each standard. 
 

B.1.5. Carbon Emissions 
 
In their Initial Comments, the CEOs make the following recommendation: 
 

Specifically, utilities should be required in their reports to provide: 
 
F) the predicted and actual CO2 emissions associated with all electricity 
generated or procured to provide retail customers in Minnesota, including 
emissions associated with the excess power generated or procured to 
cover line losses.34 
 

The Department questions how this recommendation would be implemented. Even if line losses are 
added to demonstrate CFS compliance, utilities cannot report greater than 100 percent of their retail 
sales matched by EACs, which allows the utilities to claim zero electricity emissions. While the 
Department recognizes that fossil fuels will be burned to supply Minnesota energy needs even at 100% 
CFS compliance, the attribution of these emissions is already nullified by the retirement of RECs to 
meet the CFS. As discussed in Section III.B.1, the attribution of electricity generation to Minnesota is 
challenging, because power plants are dispatched by MISO to meet MISO load. Even if a utility’s total 
generation fleet is quantified, the attribution of emissions to Minnesota becomes zero at 100% CFS 
compliance, which means that all fossil fuel generation is attributed outside of Minnesota. Net market 
purchases would also have to be factored into this calculation. The Department welcomes further 
discussion from the CEOs about how emissions could be quantified, but the Department cannot 
support this recommendation without further explanation. 
 

B.1.6. Health Impacts 
 

In their Initial Comments, Health Professionals for a Healthy Climate (HPHC), Climate Generation, 
CURE, Minnesota Environmental Justice Table, Minnesota Interfaith Power and Light, MN350 and 
Sierra Club North Star Chapter state: 

 

32 In the Matter of Xcel Energy’s 2024-2040 Integrated Resource Plan, Northern States Power Company, dba Xcel Energy, 
Integrated Resource Plan Appendix E, February 2, 2024, Docket No. E002/RP-24-67, (eDockets) 20242-203057-01 at 1.  
33 Note that the Solar Energy Standard (Minn. Stat. § 216B.1691 subd. 2f) and the Distributed Solar Energy Standard (Minn. 
Stat. § 216B.1691 subd. 2h) do not contain “equivalent to,” and thus the Department does not make recommendations to 
update compliance determinations for these standards. 
34 CEOs Initial Comments at 20-21. 

https://www.edockets.state.mn.us/documents/%7bA08F6B8D-0000-C618-9D8C-BA9E7352B3A7%7d/download?contentSequence=0&rowIndex=678
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We urge the PUC to consider impacts on human health from co-pollutants 
generated by biomass emissions. Such co-pollutants should be quantified 
and tracked along with any renewable energy credits/carbon-free credits 
that these dirty sources of energy are associated with.35 
 

HPHC further asserts that “the tracking process and utility planning should effectively quantify and 
analyze the deaths and morbidity these facilities cause in overburdened communities in Minnesota 
and other jurisdictions.”36 
 
The Department concludes that HPHC’s requests fall outside of the scope of orders issued pursuant to 
Minn. Stat. § 216B.1691. The statute directs the Commission to issue orders establishing the criteria 
and standards to be used to measure a utility’s efforts to meet the various renewable energy standards 
and determine whether a utility is satisfying those standards.37 The statute specifies that in 
establishing the criteria and standards the Commission must allow for partial compliance and “protect 
against undesirable impacts on the reliability of the utility‘s system and economic impacts on the 
utility‘s ratepayers and that consider technical feasibility.“38 HPHC‘s requests fall outside of these 
considerations, and instead relate to issues that are within the ambit of the Minnesota Pollution 
Control Agency (MPCA) and the Minnesota Department of Health. Indeed, the MPCA is in the process 
of adopting new rules governing air quality based on recent legislation that requires the MPCA to 
consider the cumulative impacts a proposed action, such as approving an air permit, will have on the 
environment or health of residents in an Environmental justice area.39          
 

B.2. Criteria and Standards for the Determination of CFS Achievement 
 

B.2.1. Reporting Mechanism 
 
In their Initial Comments, the CEOs state: 
 

Currently, utilities submit their RES compliance reports using a reporting 
template identifying what information utilities must provide. This 
template was recently updated by the Commission staff and the 
Department to reflect the 2023 amendments to the RES requirements of 
Minn. Stat. § 216B.1691.39. The CEOs recognize the value of a reporting 
template, and suggest that the Commission’s order in this phase of the 
docket should be incorporated into that template. The updated template 
should reflect input from the reporting utilities, and the CEOs also ask for 
the opportunity to comment on the updated template once proposed. It is 
difficult for stakeholders other than utilities to identify potential gaps in 

 

35  Health Professionals for a Healthy Climate, Climate Generation, CURE, Minnesota Environmental Justice Table, 
Minnesota Interfaith Power and Light, MN350, and Sierra Club North Star Chapter, Initial Comments, January 29, 2025, 
(eDockets) 20251-214633-01 at 2. 
36 Id. at 5. 
37 Minn. Stat. § 216B.1691, subd.2d(a). 

38 Minn. Stat. § 216B.1691, subd. 2d(b). 
39 2023 Minn. Laws ch. 60, art. 8, § 3. 

https://www.edockets.state.mn.us/documents/%7b8004B494-0000-C114-905D-578EC2E09C1E%7d/download?contentSequence=0&rowIndex=20
https://www.revisor.mn.gov/statutes/cite/216b.1691
https://www.revisor.mn.gov/statutes/cite/216b.1691
https://www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/60/#laws.8.2.0
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the CFS reporting requirements without a detailed proposal to respond 
to.40 [citation omitted] 
 

Based on this statement, the CEOs recommend: 
 

The Commission should ask the Department to propose an update of the 
reporting template currently used to report RES compliance to reflect the 
new requirements of this order. The Department should consult with 
utilities in preparing this update and other stakeholders should be able to 
comment upon it once proposed.41 
 

The recommendation to update the template is not necessary, because the Commission already issued 
an order in the current docket, as stated by the Department in its Initial Comments: 
 

The Commission’s Order Point 7 in its December 6, 2023 Order provided 
guidance for the implementation of reporting, which stated: 
 

The Commission delegates authority to the Executive Secretary to work 
with the Department of Commerce and other utilities to incorporate new 
reporting required by H.F. 7 into the current reporting template. 
 

The Department has discussed development of the new reporting 
template with Commission staff; however, the final template will not be 
complete until after the Commission issues its order in Docket No. E-
999/CI-24-352 and determines the final reporting requirements for all 
eligible resources. 
 

While the Commission has not explicitly designated the annual E999/PR-
YR-12 REC Retirement Docket by order to be the venue to report CFS 
compliance, the Department understands the above referenced Order 
Point 7 to make this determination. Therefore, the Department expects 
that future CFS compliance filings will be made in the annual E999/PR-YR-
12 REC Retirement Docket.42 
 

Further stakeholder involvement is not necessary, because the template will have to comply with all 
Commission orders in the current docket. The CEOs should address all template recommendations in 
the current proceeding. 
 

B.2.2. Auditing of Reporting 
 

In their Initial Comments, the CEOs state: 
 

The law gives the Commission the responsibility to closely oversee utilities’ 
progress toward achieving the CFS, including the authority to set the 
compliance measurement criteria and to receive detailed compliance 

 

40 CEOs Initial Comments at 17. 
41 Id., at 22. 
42 Department Initial Comments at 16-17. 
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reports. Moreover, the Commission is required to “regularly investigate 
whether an electric utility is in compliance” with the statute’s obligations, 
including the CFS, and has the authority to require compliance action or 
impose penalties. Fulfilling these responsibilities requires closely 
overseeing the utility compliance filings, and the CEOs believe that the next 
few years will require greater oversight than has been necessary in recent 
years given the greater ambition of the CFS (and RES) targets. While 
stakeholders will no doubt be involved in commenting upon some of the 
utility CFS compliance plans, we believe these plans should also be subject 
to a rigorous audit by the Department, reporting these results to the 
Commission. The Department is already required to report to the 
legislature every two years on utilities’ progress in increasing their use of 
renewable energy. We suggest that this biennial report should also analyze 
utilities’ progress toward meeting the CFS more broadly.43 [citations 
omitted] 
 

The CEOs then recommend: 
 

The Commission should request the Department to conduct rigorous 
audits of utility CFS filings to ensure they are making sufficient progress 
toward compliance.44 
 

The Department notes consensus from the CEOs on the need for enhanced auditing for the CFS. The 
Department recommends that the Commission adopt the Department’s recommendation, which is 
more prescriptive: 
 

The Department recommends that the Commission order auditing of all 
CFS compliance reports during the preparedness period, as well as the 
2030 report to establish the need for further auditing in subsequent 
years.45 
 
B.3. Criteria and Standards for Reliability Impacts 

 

In its Initial Comments, the Minnesota Large Industrials Group (MLIG) states: 
 

As important as reasonable cost increases to meet decarbonization 
targets, reliability cannot suffer as a result of utility efforts to implement 
the 2040 legislation. The Commission should set specific reporting 
requirements to establish a framework for evaluating how compliance 
with the RES, SES and CFS affects system reliability. The Commission should 
require the utilities to analyze the findings available in their current 
reliability filings, determine whether implementation of the 2040 bill has 
caused reliability impacts and file a report annually to outline any changes 

 

43 CEOs Initial Comments at 18-19. 
44 Id., at 22. 
45 Department Initial Comments at 18. 
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to their implementation plans necessary to maintain reliability. MLIG 
believes the current reliability reporting is insufficient to isolate instances 
attributable to implementation of the 2040 legislation, and therefore a 
more elaborate framework needs to be created so that the Commission 
can monitor reliability according to benchmarks and metrics to determine 
whether offramps or partial compliance may be required.46 
 

The Department disagrees with the MLIG’s recommendation, because it is duplicative and 
unnecessary. In its Initial Comments, the Department stated: 
 

Grid reliability is not optional, and the passage of H.F. 7 will have no impact 
on grid reliability. Electric utilities will be subject to the same reliability 
requirements that were required before the passage of H.F. 7, including 
the requirements stipulated by Minn. R. 7826.0500 – 0700 and the 
Commission’s resource planning process. 
 

[…] 
 

Reliability planning is primarily performed in IRPs. As discussed above, the 
only difference induced by H.F. 7 is the additional need for capacity with a 
higher share of renewable generation. For electric utilities that are 
required to submit IRPs, these capacity needs will be planned in IRPs. 
Reliability requirements will similarly not change for electric utilities that 
do not submit IRPs. Based on the above analysis, the Department does not 
see a need for the Commission to set any new standards or criteria to meet 
reliability needs.47 
 
B.4. Criteria and Standards for Economic Impacts 

 

In its Initial Comments, the MLIG states: 
 

It is clear to MLIG the cost of implementation of the CFS could be 
prohibitively detrimental to customers and therefore MLIG requests the 
Commission adopt annual uniform reporting requirements that allow 
stakeholders to examine the pace of planned investments to ensure just 
and reasonable rates. 
 

The production and presentation of rate impacts is rarely uniform across 
utility dockets, and the Commission should carefully develop the “uniform 
reporting system” required in Minn. Stat. §216B.1691, subd. 2e. 
Accordingly, MLIG requests the Commission require utilities to file:  

 

46 Minnesota Large Industrial Group, Initial Comments, January 29, 2025, (eDockets) 20251-214647-01 at 2-3, (hereinafter 
“MLIG Initial Comments”). 
47 Department Initial Comments at 18-19. 

https://www.edockets.state.mn.us/documents/%7b9022B494-0000-C414-86DD-C06B03C521ED%7d/download?contentSequence=0&rowIndex=21
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• a reference case scenario, detailing the least cost plan, from a 
ratepayer impact perspective, for meeting the CFS by 2040 and 
2050; and  
 

• a reference case scenario, detailing the least cost plan, from a 
ratepayer impact perspective, to partially meet the CFS by 2040 
and 2050.  
 

MLIG continues to support these requirements as a way to uniformly track 
the cost of implementation of the 2040 legislation. These two reference 
case scenarios would give the Commission and intervening parties the 
information they need to understand the utility’s preferred plan versus 
other possible plans, with the ability to evaluate (i) the least cost way of 
meeting the carbon free target by 2040 or a later date; and (ii) the cost 
mitigation that could result if utilities partially meet the carbon free target.  
 
As part of these reference case requirements, MLIG requests the 
Commission provide utilities and customers with some expectation as to 
what is a “reasonable” cost increase, to provide a target or range of costs 
that are acceptable and in the public interest to achieve compliance with 
the 2040 legislation. This would provide guidance to utilities and 
customers as they prepare their IRPs and budgets and allow the 
Commission to determine in future proceedings whether the actual costs 
of approved IRPs were reasonable, or whether the pace of investments 
need to be slowed to maintain affordability.48 [citations omitted] 
 

The Department supports some of the information requested by the MLIG. The first bulleted 
recommendation to study a ten-year delay of the standard is practical and useful for decision making 
purposes, however a ten-year delay is too long and is not tied to the typical five-year integrated 
resource plan (IRP) action plan. There is no added benefit to the study of an additional five years, and a 
delay could be studied at any point in the CFS compliance period, which makes the MLIG’s 
recommendation inflexible. Instead, if the Commission decides to adopt this requirement, it should 
require the study of a five-year delay of the existing CFS standard at that time. Should the Commission 
desire to grant a delay of the CFS under Minn. Stat. § 216B.1691 subd. 2b, this information would aid in 
the decision-making process. 
 
The Department does not support MLIG’s second bulleted recommendation. While Minn. Stat. § 
216B.1691 subd. 2b outlines provisions to modify or delay the CFS, the MLIG’s partial CFS compliance 
request is more extreme in nature and is far more open-ended. This request would study the 
modification of the CFS, rather than delay, which would involve a significant Commission modification 
of the CFS if adopted. Partial CFS compliance could range from 0 to 99 percent and could add 
considerably more complexity to IRP scenario planning. The MLIG has proposed no framework to study 
partial compliance, and the marginal addition of partial compliance, as opposed to delay, would only 
be to impose a standard of less than 80 percent carbon-free electricity. The EETS 55 percent renewable 

 

48 MLIG Initial Comments at 2-3. 
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energy requirement would set a lower limit for CFS partial compliance, unless this standard is also 
approved for partial compliance, and therefore the utility of studying partial compliance only falls 
between 55 to 80 percent without further EETS intervention. This recommendation is overly 
burdensome and counter-productive, and should not be supported. 
 
Finally, in regards to the MLIG’s request for Commission guidance on the reasonableness of rate 
impacts, the Department restates its position from its Initial Comments: 
 

The risk for increased costs should not be managed differently from that 
of existing practice. As described in Minn. Stat. § 216B.2422 subd. 3(a) and 
3(b), the Social Cost of Greenhouse Gases, socioeconomic costs, and other 
external factors should be considered as part of the decision to approve a 
resource plan. However, given that the potential cost of a solution may not 
outweigh the risk, it is important to consider whether a given resource mix 
provides a higher benefit than any increased cost. In this regard, a 
comparison of the societal costs to the revenue requirement of any given 
scenario should yield a higher result as compared to the difference in 
revenue requirement between a CFS-eligible and a CFS-ineligible resource. 
While the Department does not argue that this equation should be the 
only consideration for a request to modify or delay a standard, it should 
form the basis to consider such a request. The Department concludes that 
a Commission order is not necessary, as the Department’s 
recommendation is not a deviation from standard practice.49  
 

There is no need for further clarification about ratepayer impacts, which are covered by existing IRPs. 
Finally, if the MLIG desires to continue to recommend its clarification, the proper venue is in the next 
Round 4 Comment Period of the current docket, because this request does not pertain to 
measurement or achievement of CFS compliance. 
 

C. WHAT CONSIDERATIONS SHOULD THE COMMISSION TAKE INTO ACCOUNT REGARDING 
THE DOUBLE COUNTING OF RENEWABLE ENERGY CREDITS (RECS) TO MEET MULTIPLE 
REQUIREMENTS? 

 
In its Initial Comments, CMPAS states: 
 

Recommendation: Utilities of all Sizes Need Flexibility in Measuring the 
Amount of Qualifying Non-Renewable, Carbon Free Energy  
 

One of the most important items in Table 1 is that utilities be allowed 
multiple ways to prove the amount of qualifying energy, most particularly 
for non-renewable, carbon-free energy (i.e., such as nuclear energy) that 
do not qualify for RECs. CMPAS notes that it has PPAs for very small 
percentages of existing large, existing central renewable and carbon-free 
resources physically located outside of Minnesota. A prime example is our 
PPA for less than 2% of the Point Beach Nuclear Plant Units 1 and 2 in 

 

49 Department Initial Comments at 20. 
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Wisconsin. As small off takers, CMPAS may not have the contractual rights 
to certain ways of verifying energy generated for all of these resources, 
such as 1) accessing actual revenue grade meter reads from very large 
generation resources it does not own or 2) requiring such plant owners to 
use any newly emerging certifications or verification methods that might 
require them to certify power output for the entirety of their larger central 
resource, not just what is purchased by CMPAS members. Because 
different utilities may have different power arrangements, it is critical to 
allow multiple options for measuring the amount of qualifying energy from 
non-renewable, carbon-free sources, including PPA billing statements, 
metered generation data, or certification standards. The options allowed 
need to be practical for different types of resource ownership and pre-
existing contractual arrangements.50 
 

CMPAS’s request would create a significant double counting risk, for two reasons. First, any renewable 
energy facility is guaranteed to issue RECs for its generation. Second, as compliance markets expand in 
Minnesota and elsewhere in the United States, facilities that can retire or sell alternative energy credits 
(AECs)51 will do so because AECs have a market value. Point Beach, mentioned in CMPAS’s comments, 
is registered in M-RETS.52 In this example, Point Beach will retire or sell all of its AECs, regardless of 
whether or not CMPAS purchases the AECs. If CMPAS were to execute a power purchase agreement 
(PPA) and then claim its energy-only contract for CFS compliance, this arrangement would be double 
counting. The only way to address the double counting risk is to require the retirement of RECs or AECs 
to demonstrate CFS compliance. CMPAS, or any other organization, can and should include REC or AEC 
purchases in all of its PPAs to the extent that such EACs are required to demonstrate CFS compliance. 
There is no substitute for this requirement. If CMPAS cannot purchase EACs with its PPAs, then it is free 
to purchase unbundled EACs from elsewhere. 
 

D. HOW SHOULD NET MARKET PURCHASES BE COUNTED TOWARDS CFS COMPLIANCE? 
 
CRS, CSG, and M-RETS discuss double counting concerns regarding net market purchases.53 CRS 
recommends a residual mix accounting solution, which would allow utilities to retire RECs from within 
MISO that have not been claimed by any other party: 
 

CRS proposes requiring utilizes to use a subregional residual mix to 
determine the percentage of annual net purchases from a regional 
transmission organization that it may count as carbon-free. Specifically, 
CRS suggests that the Commission require utilities claiming partial 
compliance apply a residual mix reported by the U.S. Environmental 
Protection Agency (EPA) for the subregion under EPA’s Emission & 

 

50 CMPAS Initial Comments at 5. 
51 AECs are issued for generators that do not meet the criteria for RECs, but which can produce carbon-free electricity, such 
as nuclear power plants or fossil fuels with carbon capture and storage. 
52 Midwest Renewable Energy Tracking Systems. Public M-RETS Generators. (Accessed March 4, 2025). Available at:   
https://app.mrets.org/reports/public/generators?generator_name=d059fc1a-a2fa-4de1-be3b-aa3a34040313,68edc00b-
4b36-40d3-a659-3f621c0f5bb8  
53 CRS Initial Comments, CSG Initial Comments, and M-RETS Reply Comments in their entirety. 

https://app.mrets.org/reports/public/generators?generator_name=d059fc1a-a2fa-4de1-be3b-aa3a34040313,68edc00b-4b36-40d3-a659-3f621c0f5bb8
https://app.mrets.org/reports/public/generators?generator_name=d059fc1a-a2fa-4de1-be3b-aa3a34040313,68edc00b-4b36-40d3-a659-3f621c0f5bb8
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Generation Resource Integrated Database (eGRID) where the utility’s 
operations are located.54  
 

CSG is skeptical that residual mix accounting may have any value if there is no residual carbon-free 
generation to draw from, and recommend that EACs be used to demonstrate CFS compliance: 
 

Net market purchases can only potentially count towards CFS compliance 
after REC retirements have been eliminated from the systemwide, 
subregional, or entity-level fuel mix. The process of subtracting REC 
retirements out of a fuel mix is called residual mix accounting. It should be 
noted that there may be no claimable carbon-free emissions left in a fuel 
mix after solving for an accurate residual mix. For example, at the 
systemwide level, net market purchases could only count towards CFS 
compliance to the extent that the Midcontinent Independent System 
Operator (“MISO”) residual mix still contains carbon-free attributes that 
have gone unclaimed by voluntary buyers, obligated entities in Minnesota, 
or obligated entities outside of Minnesota.55 
 
[…] 
 
An additional critical point is that—after each entity accounts for all PPAs, 
unbundled contracts, and other direct contracts at the entity-level—the 
LRZ residual mix could likely be rendered 0% carbon-free. 
 
[…] 
 
That all said, thinking about this issue from an LRZ residual mix standpoint 
is quite confusing and obscures the most straightforward compliance 
pathway. The most straightforward compliance pathway would be for the 
obligated entity to submit RECs for each MWh it claims for compliance, 
which also results in a subregional, utility-level fuel mix.56 
 

The Department is also skeptical that residual mix accounting is necessary or beneficial. The creation of 
a residual mix accounting framework would be burdensome for both utilities and the Department to 
ensure its enforcement. Instead, the Department agrees with CSG that retirement of EACs is the 
simplest compliance instrument. 
 
The Department restates its recommendation from its Initial Comments: 
 

The Department recommends that the Commission order: 
A. Net market purchases shall only be quantified for CFS compliance 

when the carbon-free share of the systemwide annual fuel mix or 

 

54 CRS Initial Comments at 8. 
55 CSG Initial Comments at 2. 
56 Id., at 28. 
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an applicable subregional fuel mix is necessary to demonstrate CFS 
compliance. 

 

B. EACs must be purchased in the subsequent reporting year for the 
carbon-free share of the systemwide annual fuel mix or an 
applicable subregional fuel mix that is necessary to demonstrate 
CFS compliance.57 

 

Under this recommendation, all CFS compliance claims will be made with RECs, which aligns with CSG’s 
recommendation. This solution will not require a second compliance framework to ensure that RECs 
are not double counted in net market purchase calculations, and will greatly simplify reporting and 
auditing requirements.  
 
If CSG’s prediction is correct, meaning that there may be no residual RECs available, then utilities 
would be forced to buy RECs to demonstrate compliance even if residual mix accounting is adopted. 
Therefore, the Department’s recommendation provides the most practical solution. 
 
Finally, the Department aligns B. from the above recommendation with its recommendation made in 
Section III.B.1.3. If EACs were to be purchased for planned net market purchases in a forward-looking 
manner, this may require the sale of EACs during an annual true-up period if renewable generation is 
higher than expected. Electric utilities should be granted the same three-month period to true-up any 
net market purchases that need to be matched with EACs. The Department modifies its 
recommendation to read: 
 
The Department recommends the Commission order: 
 

A. Net market purchases shall only be quantified for CFS compliance when the carbon-free share 
of the systemwide annual fuel mix or an applicable subregional fuel mix is necessary to 
demonstrate CFS compliance. 

B. EACs must be purchased in the first three months of the subsequent reporting year for the 
carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix 
that is necessary to demonstrate CFS compliance. 

 

E. ARE THERE OTHER ISSUES OR CONCERNS RELATED TO THIS MATTER? 
 

E.1. Resource Eligibility 
 
In their Initial Comments, the CEOs request clarity from the Commission concerning the eligibility of 
biomass and its potential fuel life-cycle analysis result: 
 

The Commission should specify that RECs must be from carbon-free 
sources to be used for compliance with the CFS, and that no RECs from 
biomass or solid waste facilities may be used unless those facilities have 

 

57 Department Initial Comments at 24. 
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been subject to a lifecycle analysis and had their carbon-free status 
approved by the Commission.58 
 

The Department agrees with the CEOs’ interpretation, but does not agree that the current docket is 
the proper venue for this determination, because it is not related to the measurement and 
achievement of CFS compliance. Instead, the CEOs’ recommendation is best directed to Docket No. E-
999/CI-24-352, where questions of resource eligibility and calculation methodology will be discussed. 
 

E.2. Definition of Terms 
 
In its Initial Comments, CMPAS states: 
 

The first issue regards definition of key terminology. As part of 
development of final compliance reporting requirements for the CFS, 
CMPAS asks for clear and explicit definitions on key terms being used. For 
example, the phrases “bilateral contract” and “power purchase 
agreement” are used in the November 7 Order regarding the purchase of 
energy. However, many in the electric utility industry who are involved in 
power trading and energy transactions use the term “bilateral contract” to 
refer to contracts exclusively for capacity (i.e., sale of “Zonal Resource 
Credits”), where no energy is included in the contract for actual purchase 
by the buyer. As such, a formal definition of what is meant by “bilateral 
contracts” and other terms in the context of CFS compliance will help 
ensure a common understanding between all parties.59 
 

In its November 7 order, the Commission stated that, pending the investigation into the fuel life-cycle 
analysis in the newly initiated docket, it would provisionally direct utilities to: 
 

Calculate the percentage of carbon-free energy, when a utility purchases 
energy from a specified resource such as in the context of a bilateral 
contract or power purchase agreement, based on the percentage of 
carbon-free energy generated by the resource.  

 
In this context, the Department understands the terms “bilateral contract” and “power purchase 
agreement” to refer to binding contracts and agreements that govern a utility’s purchase of electricity 
generated by another entity. The Department acknowledges that bilateral contracts may also involve 
capacity60 but understands the above reference in the Commission’s November 7 order to refer 
specifically to bilateral contracts involving the purchase of energy by a utility.    
  

 

58 CEOs Initial Comments at 21. 
59 CMPAS Initial Comments at 7. 
60 For example, the Commission previously approved Minnesota Power’s petition to recover costs stemming from a bilateral 
contract involving the sale of both capacity and energy. See In the Matter of Minnesota Power‘s Petition for Approval to 
Recover Impacts of the Bilateral Contract with Hibbing Public Utilities in the FPE Rider, Minnesota Public Utilities 
Commission, Order, May 16, 2023, Docket No. E-015/M-22-501, (eDockets) 20235-195863-01.        

https://www.edockets.state.mn.us/documents/%7BF0F82488-0000-CF1E-93D0-49728A8B8A18%7D/download?contentSequence=0&rowIndex=2
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IV. DEPARTMENT RECOMMENDATIONS  
 
Based on analysis of Minn. Stat. § 216B.1691 and the information in the record, the Department has 
prepared recommendations, which are provided below. The recommendations correspond to the 
subheadings of Section III from the Department’s Initial Comments. 
 

A. WHEN AND HOW SHOULD UTILITIES REPORT PREPAREDNESS FOR MEETING UPCOMING 
CFS REQUIREMENTS? 

 

A. A.1. The Department recommends the Commission order electric utilities to 
begin to report CFS compliance in 2029 for generation year 2028. 

 
• A.2. The Department recommends that any decisions regarding modifications to the 

existing REC tracking system be made in Docket No. E-999/CI-24-352. 
 

B. BY WHICH CRITERIA AND STANDARDS SHOULD THE COMMISSION MEASURE AN 
ELECTRIC UTILITY’S COMPLIANCE WITH THE CFS? 

 

• B.1.1.1. The Department recommends the Commission order electric utilities to 
report all sales and purchases of EACs at the time interval required for CFS matching. 
 

• B.1.1.2 The Department recommends the Commission order electric utilities to report 
all hourly Minnesota retail electric sales. 
 

• B.1.2.1.1. The Department recommends the Commission order hourly matching for 
CFS compliance for electric all electric utilities. 
 

• B.1.2.1.2. The Department recommends the Commission rescind its order points 1 
and 3 from its December 18, 2007 Order in Docket Nos. E-999/CI-04-1616 and 
E999/CI-03-869 and modify order point 6 of the Commission’s December 6, 2023 
Order in Docket E-999/CI-23-151 to remove “All renewable energy credits generated 
from such facilities will be eligible for use in the year of generation and for four years 
following the year of generation.” These orders will be rescinded/modified effective 
January 1, 2030. 

 

• B.1.2.2.1. The Department recommends the Commission order the following total 
retail electric sales matching requirements for electric utilities by the end of the year 
indicated: 
o 2030: Annual matching of 80 percent for public utilities; 60 percent for other 

electric utilities 
o 2035: Hourly matching of 80 percent for public utilities; 60 percent for other 

electric utilities 
o 2040: Hourly matching of 90 percent for all electric utilities 
o 2045: Hourly matching of 100 percent for all electric utilities. 

 
• B.1.2.2.2. The Department recommends the Commission order a 2030 

to 2034 CFS compliance true up period of three months after the 
conclusion of the reporting year. 
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• B.1.2.3. The Department recommends the Commission order all integrated resource 
plans where the utility uses a capacity expansion model to incorporate hourly 
matching constraints in the models to demonstrate CFS compliance. 
 

• B.1.2.4.1. The Department recommends the Commission order the Department to 
submit an annual compliance report that outlines the status of EAC markets and 
provides potential options to implement hourly EAC trading for electric utilities. 
 

• B.1.2.4.2 The Department recommends the Commission order a new docket be 
opened in 2029, which shall determine the requirements necessary to facilitate the 
sales and purchases of hourly EACs. 

 

• B.1.3. The Department recommends the Commission order all EACs retired to 
demonstrate CFS compliance be generated within the Midwest Region, as defined by 
26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(2)(ix), or meet the 45V requirements for 
interregional delivery, as defined by 26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph 
(d)(3)(iii)(B). 
 

• B.1.4. The Department recommends the Commission order: 
A. EACs be issued equivalent to metered generation on a per MWh basis; 
B. A single REC be issued for all generation that may be retired to demonstrate 

both EETS and CFS compliance; 
C. A carbon-free allocator, which defines the percentage of CFS eligible 

generation, must be used for any generation facility that is partially CFS 
compliant; 

D. For all generation made in a CFS partial compliant facility that is also eligible for 
the EETS, metered generation in A. shall be: 

E. Multiplied by C. to determine the whole number of RECs to issue that are fully 
eligible for both the EETS and CFS; 

F. Multiplied by one minus C. to determine the whole number of RECs to issue 
that are only eligible for the EETS; 

G. For all generation made in a CFS partial compliant facility that is not eligible for 
the EETS, metered generation in A. shall be multiplied by C. to determine the 
whole number of AECs to issue that are only eligible for the CFS; and 

H. The methodology to determine the carbon-free allocation shall be decided in 
Docket No. E-999/CI-24-352. 

 

• B.2.4. The Department recommends that the Commission order that hourly 
matching achievement for electric utilities be determined by the calculation of the 
total number of hours for which total retail electric sales are matched by EACs, as 
compared to the hourly matching standard for that year. 

 

• B.6. The Department recommends that all decisions made regarding criteria and 
standards to measure a utility’s partial compliance with the CFS be made in Docket 
No. E-999/CI-24-352. 
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• B.7. The Department recommends the Commission order CFS and RES compliance 
measurement to factor in line losses to determine compliance with each standard. 

 
C. WHAT CONSIDERATIONS SHOULD THE COMMISSION TAKE INTO ACCOUNT REGARDING 

THE DOUBLE COUNTING OF RENEWABLE ENERGY CREDITS (RECS) TO MEET MULTIPLE 
REQUIREMENTS? 

 

• None. 
 

D. HOW SHOULD NET MARKET PURCHASES BE COUNTED TOWARDS CFS COMPLIANCE? 
 

• D.1. The Department recommends that all decisions made regarding criteria and 
standards to measure a utility’s net market purchases be made in Docket No. E-
999/CI-24-352. 

 
• D.2. The Department recommends the Commission order: 
 Net market purchases shall only be quantified for CFS compliance when the 

carbon-free share of the systemwide annual fuel mix or an applicable 
subregional fuel mix is necessary to demonstrate CFS compliance. 

 EACs must be purchased in the first three months of the subsequent reporting 
year for the carbon-free share of the systemwide annual fuel mix or an 
applicable subregional fuel mix that is necessary to demonstrate CFS compliance. 

 
E. ARE THERE OTHER ISSUES OR CONCERNS RELATED TO THIS MATTER? 

 

• E.1. The Department recommends the Commission order the Commissioner of 
Commerce to seek authority from the Commissioner of Management and Budget to 
incur costs for specialty services to provide reports on the status of EAC markets and 
to propose a suite of solutions that would facilitate hourly EAC trading for electric 
utilities. 
 

• E.2 The Department recommends the Commission order the Commissioner of 
Commerce to seek authority from the Commissioner of Management and Budget to 
incur costs for specialty services to provide auditing of all CFS reports for up to three 
years 



STATE OF IOWA 
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ORDER APPROVING FACILITIES AND ASSOCIATED CAPACITIES, ADOPTING 
REQUIREMENTS FOR M-RETS PARTICIPATION, AND REQUIRING REPORT 

(Issued November 21, 2007) 

INTRODUCTION 

The Utilities Board (Board) has been monitoring the growing number of states 

in the Midwest that have adopted renewable portfolio standard (RPS) mandates for 

their regulated electric utilities.  While the various RPS mandates have been adopted 

on a state-by-state basis, there appears to be growing recognition among regulators, 

utilities, and others of the multi-state nature of wholesale energy markets, which 

include renewable energy markets.  In order to ensure verification of compliance with 

the various RPS mandates in a regional market, the Board (and many others) 

believes it is appropriate to have one or more centralized accounting systems that 

link specific renewable resources with specific state RPS requirements.  These 

systems could also allow Iowa investor-owned utilities to sell all or some of the 

attributes of renewable power to utilities in states with RPS mandates, with the 

resulting revenues benefiting Iowa ratepayers. 
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Because of the laws of physics that govern operation of the electric 

transmission system, it is impossible to ensure that electricity produced by a 

particular renewable source is specifically and exclusively directed, in a physical 

sense, to the purchasing entity.  An accounting system that verifies compliance must 

therefore rely on an agreed-upon abstract medium of exchange similar to the way the 

financial markets rely on money to represent value.  In the renewable energy area, 

Tradable Renewable Certificates (TRCs) have been developed as a medium of 

exchange representing the renewable attributes of renewable energy.  TRCs can be 

used to show compliance with energy-based RPS mandates. 

In 2003 the Izaak Walton League, the Center for Resource Solutions, and 

Great Plains Institute, all non-governmental organizations, organized an effort to form 

a centralized exchange for creating, tracking, and transferring ownership of TRCs in 

the Midwest region, known as the Midwest Renewable Energy Tracking System  

(M-RETS).  Several utility regulators in the Midwest, including those from Iowa, 

Wisconsin, Minnesota, Montana, North and South Dakota, and the Canadian 

province of Manitoba, expressed interest in M-RETS, either as a way to verify 

compliance with an individual state's energy-based RPS requirements or as a means 

for individual utilities to export surplus in-state renewable resources for meeting other 

states' RPS requirements (with resulting revenues benefiting the utility's customers).  

The state of Wisconsin contracted to implement and operate M-RETS.  M-RETS was 

launched in July 2007 and has begun registering participants and generating 

facilities, with the cost funded by a participant-based fee structure. 
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POTENTIAL BENEFITS TO IOWA UTILITIES 

Iowa does not have an energy-based RPS requirement.  Iowa's statutory 

alternate energy production (AEP) requirements are found in Iowa Code §§ 476.41 

through 476.45 and were adopted before energy-based RPS standards achieved 

widespread use in other states.  Iowa's requirement is capacity-based and relates to 

specific AEP facilities either owned or contracted by utilities, rather than an energy-

based portfolio requirement.  Iowa's investor-owned electric utilities, Interstate Power 

and Light Company (IPL) and MidAmerican Energy Company (MidAmerican), are, 

among other things, required by the AEP statutes to own or purchase, at any one 

time, their share of 105 MW of power from AEP production facilities or small hydro 

facilities.  Iowa Code § 476.44(2).  The Board allocates this percentage between the 

two utilities; 49.8 MW is allocated to IPL and 55.2 MW to MidAmerican, based on 

total Iowa retail peak demand.  Iowa Code § 476.44(2) and 199 IAC 15.11(1). 

Because Iowa's AEP requirements are capacity-based and related to specific 

AEP facilities, IPL and MidAmerican cannot use energy-based TRCs to comply with 

their Iowa AEP statutory mandates; TRCs are not mentioned in either the Iowa AEP 

statutes or Board rules.  However, based on information filed with the Board, both IPL 

and MidAmerican currently own or contract with AEP facilities for more than the 

statutory 105 MW mandate.  IPL and MidAmerican could become net exporters of 

TRCs, with the resulting TRC sales revenues providing a net benefit (after 

participation fees) to IPL and MidAmerican customers.  In the case of IPL, benefits to 

customers could flow through the energy adjustment clause.  In the case of 

Docket No. E-999/CI-23-151 
Attachment A



DOCKET NO. AEP-07-1 
PAGE 4   
 
 
MidAmerican, benefits to customers would flow through the revenue sharing 

mechanism approved in Docket No. RPU-03-1 and most recently extended in Docket 

No. RPU-07-2. 

In the event IPL or MidAmerican decide to export TRCs by participating in  

M-RETS, they will need an authoritative basis for differentiating renewable resources 

used for meeting the Iowa AEP requirements from those resources available for TRC 

export.  Without this, TRC purchasers in M-RETS would have no way of knowing 

whether a particular Iowa-based resource is being double-counted; that is, a 

renewable resource cannot be used to satisfy both the Iowa AEP requirement and, 

through export of TRCs, the energy-based RPS standard in another state. 

 
AEP REPORTING REQUIREMENT 

In order to facilitate voluntary M-RETS participation by IPL and MidAmerican, 

and to ensure compliance with Iowa's AEP statutory mandate, the Board issued an 

order in this docket on July 12, 2007, that required IPL and MidAmerican to each file 

reports designating specific AEP generating facilities (or fractional facilities), and 

associated capacity and energy production, that the utility exclusively dedicates to 

meeting its AEP requirements under Iowa Code §§ 476.41 through 476.45 and 

199 IAC 15.11(1).  The facility designations were subject to Board approval. 

IPL filed its report on August 13, 2007, designating the following: 
 

A 62 percent fraction of the 80.3 MW "Buena Vista Wind 
Farm" (49.8 MW capacity and 117,833 MWH estimated 
annual energy production) contracted with Storm Lake 
Power Partners, located in Buena Vista County near Storm 
Lake, Iowa. 
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The capacity (49.8 MW) and associated energy production of this designated 

fractional facility matches IPL’s AEP requirements under Iowa Code §§ 476.41 

through 476.45 and 199 IAC 15.11(1). 

MidAmerican designated the following in its report filed on August 14, 2007, as 

amended on August 27, 2007: 

1. A 42.3 percent fraction of the 112.5 MW "Storm Lake/BV 
Wind" facility (47.54 MW capacity and 117,047 MWH estimated annual 
energy production) contracted with Storm Lake Power Partners LLC, 
located near Alta, Iowa; 

 
2. The 6.4 MW "DSM Waste Management" methane facility 

(54,677 MWH estimated annual energy production) contracted with Waste 
Management Inc., located near Mitchellville, Iowa; and 

 
3. The 1.28 MW "Davenport Waste Water" methane facility 

(6,243 MWH estimated annual energy production) contracted with the City 
of Davenport, located in Davenport, Iowa. 

 
The combined capacity (55.2 MW) and associated energy production of these 

designated facilities matches MidAmerican's AEP requirements under Iowa Code 

§§ 476.41 through 476.45 and 199 IAC 15.11(1). 

The facilities and associated capacities and energy production identified by 

IPL and MidAmerican satisfy their AEP requirements under Iowa Code §§ 476.41 

through 476.45 and 199 IAC 15.11(1).  The designations will be approved.  IPL and 

MidAmerican are reminded that any changes in these designations will require Board 

approval. 
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M-RETS PARTICIPATION REQUIREMENTS 

To provide further authoritative basis for voluntary participation in M-RETS, the 

Board in its July 12, 2007, order invited interested persons to file comments on draft 

requirements for M-RETS participation by IPL and MidAmerican.  IPL, MidAmerican, 

and the Iowa Industrial Energy Group (IIEG) filed comments. 

At the outset, the Board wants to emphasize that any participation in M-RETS 

by IPL or MidAmerican is voluntary as far as Iowa regulatory requirements are 

concerned.  As MidAmerican noted in its comments, there are other TRC tracking 

systems that may have greater value to MidAmerican's customers, particularly if the 

multiple identifiable attributes associated with renewable energy are unbundled; M-

RETS currently issues certificates that bundle all the attributes associated with a 

MWh of renewable energy.  In issuing M-RETS participation requirements, the Board 

is not seeking to mandate participation but to facilitate participation.  IPL and 

MidAmerican are free to market their excess TRCs through other tracking systems.  

In the event Iowa adopts an energy-based RPS, the Board might need to revisit the 

issue of whether M-RETS participation should remain voluntary. 

In its July 12, 2007, order, the Board set out four draft requirements for Iowa's 

investor-owned electric utilities that choose to participate in M-RETS.  These were: 

1. Register with M-RETS those AEP facilities and associated 
capacities designated by the utility for meeting its AEP requirement under 
Iowa Code §§ 476.41 through 476.45 and 199 IAC 15.11(1), with the 
registration information identifying the facilities and associated capacities 
as such. 
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2. Transfer the M-RETS Certificates associated with energy 
produced from these facilities and associated capacities, to an M-RETS 
retirement subaccount specifically established to record the utility’s 
compliance with its AEP obligation under Iowa Code §§ 476.41 through 
476.45 and 199 IAC 15.11(1). 

 
3. Register with M-RETS those AEP facilities and associated 

capacities dedicated to the utility’s Alternate Energy Purchase Program 
under Iowa Code § 476.47 and 199 IAC 15.17, with the registration 
information identifying the facilities and associated capacities as such. 

 
4. Enter the net revenues from sale of M-RETS Certificates in 

account 447 of the Uniform System of Accounts if the utility has an energy 
adjustment clause under 199 IAC 20.9. 

 
Initially, IPL raised a concern with requirements 1 and 3 because it could not 

determine how to identify the facilities and associated capacities using the M-RETS 

facility registration fields.  M-RETS has since developed additional facility registration 

fields to accommodate this requirement.  Information about the additional registration 

fields has been provided to IPL and it is the Board's understanding that the issue has 

been resolved.  With this resolution, no one opposed the first three requirements. 

Although no one opposed the first three requirements, the Board believes that 

requirement 3 as originally drafted was too restrictive because it would require a 

utility to register AEP facilities with M-RETS that might not otherwise be registered.  

Requirement 3 should only apply to AEP facilities that a utility chooses to register 

with M-RETS.  In other words, if an M-RETS registered facility also happens to be 

dedicated to a utility's Iowa Code § 476.47 green power program, then the utility 

should be required to identify it as such in the facility's registration information, which 

will allow other state regulatory agencies to treat the facility's M-RETS certificates in 
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accordance with their specific requirements.  The Board will change requirement 3 to 

read as follows: 

3. For any Iowa AEP facility that is registered with M-RETS and is 
wholly or partially dedicated to the utility’s Alternate Energy Purchase Program 
under Iowa Code § 476.47 and 199 IAC 15.17, identify the dedicated facility 
capacity as such in the facility’s registration information. 

 
With the above changes to requirement 3, the Board will adopt Requirements 1, 2, 

and 3. 

No one opposed the fourth requirement, but IPL asked for clarification that 

"net revenues" would be M-RETS certificate revenue in excess of the utility's 

M-RETS participation fees and expenses.  The Board will adopt IPL's proposed 

clarification and will amend requirement 4 as follows (changes underlined): 

4. Enter the net revenues from sale of M-RETS Certificates in 
excess of participation fees and associated expenses in account 447 of 
the Uniform System of Accounts if the utility has an energy adjustment 
clause under 199 IAC 20.9. 

 
The IIEG also offered comments on the fourth requirement.  The IIEG noted 

that if MidAmerican decides to participate, the benefits of TRC sales revenues would 

be passed on to customers through MidAmerican's revenue sharing mechanism 

previously approved by the Board, under which the customers' share is used to offset 

allowance for funds used during construction and depreciation expense for coal, gas, 

and wind generating facilities.  The IIEG does not want to undo the prior settlements 

that resulted in the current revenue sharing mechanism, but it does oppose the use 

of renewable-related revenues to subsidize coal and gas-based generation and is 
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concerned that utility costs could be recovered twice, first through utility base rates 

and again as offsets to TRC revenue. 

The IIEG will have an opportunity to raise its concerns about using TRC 

revenue to subsidize coal and gas-based generation in the next docket that 

addresses the revenue freeze and revenue sharing settlement adopted in Docket No. 

RPU-07-2; the IIEG stated it had no desire to undo the current settlement.  Similarly, 

the IIEG can explore whether TRC revenues are double counted in IPL's and 

MidAmerican's next full rate cases; double counting is not an issue now because 

neither utility recovers any M-RETS participation fees in base rates. 

As suggested by MidAmerican, rate-regulated electric utilities that do not 

participate in M-RETS will be required to file on an annual basis, as part of their 199 

IAC 15.11(3) report, a statement that they have not sold any TRCs or renewable 

energy attributes associated with energy produced from the facilities designated for 

meeting their AEP obligations under Iowa Code §§ 476.41 through 476.45 and 199 

IAC 15.11(1).  This will ensure that all utilities continue to comply with Iowa's AEP 

purchase requirements and that the resources used for meeting these requirements 

will not be double counted elsewhere. 

The Board recognizes, as noted by MidAmerican in its comments, that there is 

a difference between a utility's renewable energy purchases and production and the 

renewable energy used by its customers.  To the extent a utility exports its renewable 

energy, either as a bundled product or in the form of TRCs, that renewable energy 

can no longer be claimed as renewable energy used by the utility's customers.  The 
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Board's current reporting requirements in 199 IAC 15.11(3) and 15.17(5) relate only 

to renewable energy purchased and produced by the utility, not renewable energy 

used by the utility's customers.  

 
ORDERING CLAUSES 

IT IS THEREFORE ORDERED: 

1. The facilities and associated capacities and energy production identified 

and described in the body of this order, designated by Interstate Power and Light 

Company on August 13, 2007, and MidAmerican Energy Company on August 14, 

2007 (as amended on August 27, 2007), as exclusively dedicated to satisfying the 

utilities' AEP requirements under Iowa Code §§ 476.41 through 476.45 and 199 IAC 

15.11(1) are approved.  Any changes to these designations are subject to Board 

review and approval. 

2. The following requirements are adopted for any rate-regulated electric 

utility that participates in M-RETS, either on a voluntary basis or pursuant to another 

state's regulatory requirements; specifically, an M-RETS utility must: 

a. Register with M-RETS those AEP facilities and associated 
capacities designated by the utility for meeting its AEP requirement under 
Iowa Code §§ 476.41 through 476.45 and 199 IAC 15.11(1), with the 
registration information identifying the facilities and associated capacities 
as such. 

 
b. Transfer the M-RETS Certificates associated with energy 

produced from these facilities and associated capacities to an M-RETS 
retirement subaccount specifically established to record the utility’s 
compliance with its AEP obligation under Iowa Code §§ 476.41 through 
476.45 and 199 IAC 15.11(1). 

c. For any Iowa AEP facility that is registered with M-RETS and is 
wholly or partially dedicated to the utility’s Alternate Energy Purchase Program 
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under Iowa Code § 476.47 and 199 IAC 15.17, identify the dedicated facility 
capacity as such in the facility’s registration information. 

 
d. Enter the net revenues from sale of M-RETS Certificates in 

excess of participation fees and associated expenses in account 447 of 
the Uniform System of Accounts if the utility has an energy adjustment 
clause under 199 IAC 20.9. 
 
3. Any rate-regulated electric utility that does not participate in M-RETS 

must annually file a statement with the Board, as part of its 199 IAC 15.11(3) report, 

that it has not sold any TRCs or renewable energy attributes associated with energy 

produced from the facilities designated for meeting its AEP obligation under Iowa 

Code §§ 476.41 through 476.45 and 199 IAC 15.11(1). 

      UTILITIES BOARD 
 
 
       /s/ John R. Norris                               
 
 
       /s/ Krista K. Tanner                            
ATTEST: 
 
 /s/ Judi K. Cooper                                                                                        
Executive Secretary 
 
Dated at Des Moines, Iowa, this 21st day of November, 2007. 
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Will Seuffert

Minnesota Public Utilities Commission

121 7th Place East, Suite 350

St. Paul, Minnesota  55101-2147





RE:	Comments of the Minnesota Department of Commerce

	Docket No. E-999/CI-23-151 





Dear Mr. Seuffert:



Attached are the reply comments of the Minnesota Department of Commerce (Department) in the following matter:



In the Matter of an Investigation into Implementing Changes to the Renewable Energy Standard and the Newly Created Carbon Free Standard under Minn. Stat. § 216B.1691



The Investigation was initiated by the Minnesota Public Utilities Commission (Commission) on April 28, 2023. 



The Department recommends a transition to hourly tracking and matching of energy and carbon-free credit trading, and is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,





/s/ Dr. SYDNIE LIEB

Assistant Commissioner of Regulatory Analysis   
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		AEC

		alternative energy certificate



		AMI

		advanced metering infrastructure



		CCS

		carbon capture and sequestration



		CFA

		carbon-free allocator



		CFS

		Carbon-free Standard



		DLOL

		Direct Loss of Load



		DSES

		Distributed Solar Energy Standard



		EAC

		energy attribute certificate



		EETS

		Eligible Energy Technology Standard



		IRP

		Integrated Resource Plan



		IRS

		Internal Revenue Service



		LRR

		Local Reliability Requirement



		LMP

		locational marginal price



		LCFS

		Low Carbon Fuel Standard



		MISO

		Midcontinent Independent System Operator



		M-RETS

		Midwest Renewable Energy Tracking Systems



		PPA

		power purchase agreement



		REC

		renewable energy certificate



		RES

		Renewable Energy Standard



		SES

		Solar Energy Standard
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Before the Minnesota Public Utilities Commission

		Reply Comments of the Minnesota Department of Commerce



Docket No. E-999/CI-23-151





[bookmark: _Toc193189950]INTRODUCTION 



The Minnesota Legislature created the carbon-free standard (CFS) with the passage of H.F. 7, which requires Minnesota electric utilities to reach 100% carbon-free electricity by 2040 and tasks the Minnesota Public Utilities Commission (Commission) with the implementation of the standard. The Commission laid out a series of proceedings to implement the standard in its July 7, 2023 Notice of Docket Process and Timeline,[footnoteRef:2] and the current proceeding is the third round, which focuses on CFS compliance.[footnoteRef:3] [2:  Minnesota Public Utilities Commission, Notice of Docket Process and Timeline, July 7, 2023, (eDockets) 20237-197301-01 at 2, (hereinafter “Notice of Docket Process and Timeline”).]  [3:  Minnesota Public Utilities Commission, Notice of Comment Period and Updated Timeline, October 31, 2024, (eDockets) 202410-211486-01, (hereinafter “Notice”).] 




In these reply comments, the Department seeks to ensure that the CFS compliance process is well defined and does not allow for double counting.



[bookmark: _Toc193189951]PROCEDURAL BACKGROUND 



The following procedural history outlines relevant Commission action to the current proceeding.



		March 19, 2010

		The Commission issues its Order Clarifying Criteria and Standards for Determining Compliance Under Minn. Stat. § 216B.1691 in Docket No. E-999/CI-03-389.[footnoteRef:4] [4:  In the Matter of Detailing Criteria and Standards Measuring an Electric Utility's Good Faith Efforts in Meeting the Renewable Energy Objectives Under Minn. Stat. 216B. 169, Minnesota Public Utilities Commission, Order Clarifying Criteria and Standards for Determining Compliance Under Minn. Stat. § 216B.1691, March 19, 2010, Docket No. E-999/CI-03-869, (eDockets) 20103-48177-01, (hereinafter “March 19, 2020 Order”).] 






		July 7, 2023

		The Minnesota Legislature signs H.F. 7 into law, which created the CFS and amended Minn. Stat. § 216B.1691 to increase the Renewable Energy Standard (RES), also known as the Eligible Energy Technology Standard (EETS), to 55 percent by 2035.[footnoteRef:5] [5:  See H.F. 7.] 






		July 7, 2023

		Commission issues its Notice of Docket Process and Timeline which set comment period dates for changes to RES and Solar Energy Standard (SES; Round 1), new and amended terms (Round 2), CFS compliance (Round 3), and the off ramp process (Round 4).[footnoteRef:6] [6:  Notice of Docket Process and Timeline.] 






		December 6, 2023

		The Commission issues its order for Round 1 of comments. The Commission orders that a hydroelectric facility greater than 100 MW and built before February 8, 2023 qualifies for compliance with the RES. The Commission also states that RECs are eligible for use in the year of generation and for four years following the year of generation.[footnoteRef:7] [7:  See Order Point 6. Minnesota Public Utilities Commission, Order, December 6, 2023, Docket No. E-999/CI-23-151, (eDockets) 202312-201019-01 at 9, (“hereinafter December 6, 2023 Order”).] 






		April 12, 2024

		The Commission issues its order for Round 1.5 of comments.[footnoteRef:8] [8:  Minnesota Public Utilities Commission, Order, April 12, 2024, Docket No. E-999/CI-23-151, (eDockets) 20244-205306-01, (hereinafter “April 12, 2024 Order”).] 






		June 28, 2024

		The Department submits its comments for Round 2.[footnoteRef:9] [9:  Minnesota Department of Commerce, Comments, June 28, 2024, (eDockets) 20246-208098-01, (hereinafter “Department June 28, 2024 Comments”).] 






		October 31, 2024

		The Commission issues its Notice of Comment for the current proceeding.





		November 7, 2024

		The Commission issues its Order Initiating New Docket and Clarifying “Environmental Justice Area” which created the Docket No. E-999/CI-24-352 to further record development on partial compliance and the application of fuel life-cycle analysis.[footnoteRef:10] [10:  Minnesota Public Utilities Commission, Order Initiating New Docket And Clarifying “Environmental Justice Area,” November 7, 2024, Docket No. E-999/CI-24-352, (eDockets) 202411-211701-01, (hereinafter “November 7, 2024 Order”).] 






		January 29, 2025



		The Department files its initial comments in the current proceeding.[footnoteRef:11] [11:  Minnesota Department of Commerce, Initial Comments, January 19, 2025, (eDockets) 20251-214567-01, (hereinafter “Department Initial Comments”).] 








Topics open for comment: 



When and how should utilities report preparedness for meeting upcoming CFS requirements?

By which criteria and standards should the Commission measure an electric utility’s compliance with the CFS?

What considerations should the Commission take into account regarding the double counting of Renewable Energy Credits (RECs) to meet multiple requirements?

How should net market purchases be counted towards CFS compliance?

Are there other issues or concerns related to this matter?



The Minnesota Department of Commerce (Department) submits its reply comments in the context of multiple related proceedings, including the newly created Docket No. E-999/CI-24-352,[footnoteRef:12] which has implications for how partial compliance and market purchases are measured and reported for CFS compliance. In addition, the fourth round of comments in the current docket concerns the “Off Ramp Process,” which will discuss modifications to the Commission’s March 19, 2010 Order in Docket No. E999/CI-03-869.[footnoteRef:13] The Commission’s March 19, 2010 Order also includes criteria and standards related to measurement and achievement,[footnoteRef:14] which makes it difficult to separate relevant topics open for comment in each proceeding. The Department addresses overlaps with other proceedings, and describes these concerns in relevant areas of Section III. [12:  See Order Point 1. November 7, 2024 Order.]  [13:  Notice of Docket Process and Timeline at 2.]  [14:  See Section I. Issues 1, 2, and 4 and Order Points 1, 2, and 7-10. March 19, 2020 Order at 3 and 11-12.] 




[bookmark: _Toc193189952]DEPARTMENT ANALYSIS 



[bookmark: _Toc193189953]When and how should utilities report preparedness for meeting upcoming CFS requirements?



The Department has no additional comments on this notice topic.



[bookmark: _Toc193189954]By which criteria and standards should the Commission measure an electric utility’s compliance with the CFS?



[bookmark: _Toc193189955]Criteria and Standards for the Measurement of CFS Compliance



Tracking of Electric Utility Credit Sales and Imports



The Clean Energy Organizations (CEOs) raise a concern with the calculation of multi-state compliance. Currently, multi-state utilities can retire RECs from utility-owned assets in different states to demonstrate EETS compliance. Should this practice continue, utilities can retire RECs to demonstrate CFS compliance from facilities not built to serve Minnesota load. The CEOs state:

It is important that utilities that serve multiple states or that have significant net market sales do not inappropriately inflate their CFS compliance by attributing to Minnesota carbon-free power that has not been generated to serve Minnesota retail customers.



[…]



However, determining how to calculate the numerator – “electricity generated from a carbon-free energy technology to provide the electric utility’s retail customers in Minnesota” – is more complex, at least for utilities that serve multiple states or have significant net market sales. The plain language of the law requires that compliance be based on the share of the utility’s carbon-free energy that is generated to provide to Minnesota retail customers. Defining the numerator broadly to include the carbon-free power that goes to other states in the utility’s territory, or to the regional market, would thus violate the statute and could substantially distort the CFS calculation. If the numerator is inflated in this way, a utility will be able to claim compliance with the CFS even if it is far from providing to Minnesota customers the required percentage of carbon-free generation.



Moreover, allowing utilities to attribute to Minnesota the carbon-free generation they sell to MISO gives utilities an inappropriate incentive to maximize their net market sales, since the more carbon-free generation a utility can attribute to Minnesota – even if that generation does not serve Minnesota -- the higher the utility’s calculated CFS-compliance percentage. This then reduces the utility’s incentive to build new carbon-free generation that actually serves Minnesota as well as reducing the downward pressure that the CFS is intended to put on carbon-emitting generation.[footnoteRef:15] [citation omitted] [15:  The Minnesota Center for Environmental Advocacy, the Sierra Club, and Fresh Energy, Initial Comments, January 29, 2025, (eDockets) 20251-214613-01 at 2-4, (hereinafter “CEOs Initial Comments”).] 




The CEOs then make the following recommendation:



Specifically, utilities should be required in their reports to provide:



A) the utility’s predicted and actual rates of compliance with the Minnesota CFS, based on the statutory formula below: 



“electricity generated from a carbon-free energy technology to provide the electric utility’s retail customers in Minnesota”                                             

“the electric utility’s total retail electric sales to retail customers in Minnesota”

The utility should precisely explain how the numerator and denominator were calculated, and it must demonstrate that it has only included in the numerator carbon-free electricity (and/or applicable RECs) generated or procured to provide to retail customers in Minnesota (and therefore, that it has excluded electricity that serves customers in other states, that supports net sales to regional markets, or that is sold to other parties that are not Minnesota retail customers);[footnoteRef:16] [16:  Id., at 8.] 




This recommendation will be difficult to apply for compliance with the CFS for several reasons. First, as discussed in the Department’s Initial Comments,[footnoteRef:17] electric generators are dispatched by the Midcontinent Independent System Operator (MISO), and are not dispatched to meet Minnesota load, but are rather dispatched to meet MISO load. This makes the attribution of Minnesota electric generation impossible, because generator dispatch is decoupled from Minnesota completely. Even if generator dispatch from facilities paid for by Minnesota ratepayers were used in the calculation of Minnesota generation, this would be a violation of Minn. Stat. § 216b.1691 subd. 4, because it would restrict the “trading of renewable energy credits between states.” If an electric utility cannot use RECs generated from its own assets in other states, then it also cannot purchase RECs from other states. [17:  Department Initial Comments at 6-7.] 




The Department shares the concern expressed by the CEOs regarding new and local power generation, however, practically, this concern can only be addressed with the regional preference for energy attribute certificates (EAC) purchases recommended by the Department in its Initial Comments:



The Department recommends that the Commission order that all EACs retired to demonstrate CFS compliance be generated within the Midwest Region, as defined by 26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(2)(ix), or meet the 45V requirements for interregional delivery, as defined by 26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(3)(iii)(B).[footnoteRef:18] [18:  Department Initial Comments at 14.] 




The recommendations in the Department’s Initial Comments (Section III.B.1.1) attempt to capture the dynamics of MISO imports and exports, and maintain technical feasibility. The Department notes that the CEOs’ Recommendations D) and E) in Section I. provide similar information, albeit without time bounds.[footnoteRef:19] The Department restates its recommendations: [19:  CEOs Initial Comments at 8-9.] 






The Department recommends that the Commission order electric utilities to report all sales and purchases of EACs at the time interval required for CFS matching.



The Department recommends that the Commission order electric utilities to report all hourly Minnesota retail electric sales.[footnoteRef:20],[footnoteRef:21] [20:  Department Initial Comments at 7.]  [21:  Note the Department corrected a grammatical error that was present in both recommendations.] 




The Department also clarifies that market exports to MISO do not automatically mean that these sales should not be counted for CFS compliance unless A) EACs are required to meet other state’s renewable compliance requirements, or B) the EACs are bundled with electricity sales.



A commission order on the latter point is not required, because reporting systems such as M-RETS track EAC retirements to meet specific standards, and thus an electric utility cannot retire an EAC and claim compliance for multiple states. Other state compliance obligations are only relevant in integrated resource planning (IRP).



Multiple EACs



In its Initial Comments, the Department made the following recommendation:



The Department recommends that the Commission order EACs to only be issued in quantities of 0-1 EAC per megawatt-hour.[footnoteRef:22] [22:  Department Initial Comments at 15.] 


The Carbon Solutions Group (CSG)[footnoteRef:23] and Center for Resource Solutions (CRS)[footnoteRef:24] and the Midwest Renewable Energy Tracking Systems Inc. (M-RETS)[footnoteRef:25] all submitted comments relevant to this recommendation. All groups state that renewable energy certificates (RECs) or energy attribute certificates (EACs) represent one MWh of generation. These statements imply, but do not explicitly state, that a deviation from the practice of 1 MWh generation equals 1 EAC is problematic for the REC industry. The Department attempted to explain this problem in its initial comments: [23:  Carbon Solutions Group, LLC, Initial Comments, January 29, 2025, (eDockets) 20251-214606-01 at 2, (hereinafter “CSG Initial Comments”).]  [24:  Center for Resource Solutions, Initial Comments, January 29, 2025, (eDockets) 20251-214651-01 at 8, (hereinafter “CRS Initial Comments”)]  [25:  Midwest Renewable Energy Tracking System, Inc., Reply Comments, February 5, 2025, (eDockets) 20251-214590-01 at 1, (hereinafter “M-RETS Reply Comments”).] 




If electric utilities are allowed to report multiple EACs per MWh of electricity generated, then electric utilities would be allowed to generate less than the full amount of electricity required to meet their total retail electric sales, and would by extension then have to make up for actual power needs from other sources that may not be carbon-free. The allowance of multiple EACs could make Minnesota more reliant on fossil fuels to make up for gaps in actual power needs by creating a larger gap between the amount of carbon-free electricity actually generated and utility load. [footnoteRef:26] [26:  Department Initial Comments at 15.] 




While the Department maintains that multiple EACs should not be issued for one MWh of generation, the Department’s recommendation is problematic for the issuance of partial credits that fall within the 0-1 range of the Department’s recommendation. EAC accounting relies on the principle that every credit represents 1 MWh of eligible generation. If credits are issued on a fractional basis, then a similar disconnect between actual generation and EACs is created. 



There are two cases that necessitate further Commission orders on this matter. The first case is for biomass, which is partially CFS-eligible, for example 50 percent, and fully EETS eligible. In this case, there is a clear disconnect between 1 MWh that applies fully to the EETS and only 0.5 MWh that applies partially to the CFS. The second case is for a partial CFS eligible resource, such as natural gas with carbon capture and sequestration (CCS). For example, a 95 percent carbon-free power plant should be eligible to receive 0.95 MWh for every MWh of generation. Both of these examples illustrate how a one to one relationship of generation and compliance is broken by CFS partial compliance. 



There are multiple potential options to address this problem, which include:



1) Disallow biomass eligibility from the CFS.

2) Make all biomass fully eligible for the CFS.

3) Issue a separate credit for CFS.

4) Issue all EACs equivalent to the CFS partial compliance MWh only, such that RECs apply to the EETS and CFS equally.

5) Generate whole EACs that receive partial CFS credit upon retirement, based on a carbon-free allocator.

6) Generate whole EACs that apply to either one or multiple standards, based on a carbon-free allocator.



Option 1), which disallows biomass from the CFS, creates a strong disincentive to use biomass to meet the CFS and would penalize statutorily defined biomass that is eligible for EETS compliance. If any biomass continues to run after 2040, it could not be counted for CFS compliance and would then result in a surplus of generation above Minnesota electric sales. This solution also does not address partial compliance that is not eligible for the EETS; however, a solution to partial compliance can be implemented separately.



Option 2), which makes all biomass eligible for the CFS, may allow biomass that is not actually carbon-free, and may incentivize high carbon-emitting biomass that may even have higher carbon emissions than burning fossil fuels. This solution also does not address partial compliance that is not eligible for the EETS; as above, a solution to partial compliance can be implemented separately.



Option 3), which issues separate CFS credits, overcomplicates reporting and creates several new compliance risks. If credits are issued separately, then a generator could sell one REC to one party, and a second CFS-EAC to another—and both would represent the same MWh of generation. The Commission could require these separate credits to be bundled, but partial credits would still be issued for the CFS that do not match actual generation. While technically possible to implement this solution, it is problematic.



Option 4), which requires that RECs match CFS compliance, breaks the existing REC market for biomass. Currently, biomass receives full RECs. If this system is modified by the Commission, fewer RECs would flow from the same biomass production, and therefore results in less revenue for biomass producers. This solution would also create an incentive for biomass producers to sell RECs outside of the Minnesota compliance market to obtain higher revenues.



Options 5) and 6), which issue credits equivalent to the exact compliance share, have the greatest potential. Both options implement a carbon-free allocator (CFA), which would determine the percent of electricity generation that is eligible for the CFS. Electric generation would be multiplied by the CFA to determine the MWh eligible for CFS compliance. Solution 5) would issue full credits that correspond to metered generation, and would assign the CFA to the credit. Upon retirement, a 50% CFS eligible REC would produce 1 MWh of EETS compliance and 0.5 MWh of CFS compliance. Similarly, a 95% compliant AEC would produce 0 MWh of EETS compliance and 0.95 MWh of CFS compliance. This solution is not standard practice in the REC industry, as currently RECs simply represent 1 MWh of renewable generation and nothing more. The solution would also generate fractional credits that are not ideal for the REC markets. 



Based on evaluation of the options, the Department concludes that Option 6) provides the best solution to the challenges surrounding biomass and partial credits. The Department’s preferred solution is Option 6). This option applies the CFA to electric generation at the time of credit generation. The CFA determines how many full credits are eligible for both the EETS and CFS, and how many credits are only eligible for the EETS. In practice, full RECs are issued equivalent to the fractional share of generation that is fully EETS and CFS eligible and only EETS eligible based on a true-up period. For example, if 100 MWh are generated in a 50% partially compliant renewable generation facility, 50 MWh would be fully eligible for both the EETS and the CFS. The other 50 MWh would be eligible for only the EETS. This option would work similarly for the 95% CFS compliant natural gas with CCS power plant. If 100 MWh are generated, 95 AECs would be created that are eligible for only the CFS. This solution is not without precedent, as Iowa created a similar bifurcation of REC issuance with its renewable capacity compliance requirement and voluntary sale of residual RECs.[footnoteRef:27] This option is preferred over Option 5 because it: (1) retains the existing 1 MWh equals 1 EAC framework, (2) does not add the CFA to the credit, and (3) because it would issue whole credits instead of credits that represent fractional generation for the CFS. [27:  See Attachment A.] 




While these subjects could be discussed in Docket No. E-999/CI-24-352, a Commission decision on this subject is best made in the current proceeding because the subject pertains strictly to the measurement and the achievement of CFS compliance, and does not pertain to resource eligibility or the methodology used to determine partial compliance. As such, the Department rescinds its previous recommendation and replaces it with the following recommendation:



The Department recommends the Commission order:



1. EACs be issued equivalent to metered generation on a per MWh basis;

1. A single REC be issued for all generation that may be retired to demonstrate both EETS and CFS compliance;

1. A carbon-free allocator, which defines the percentage of CFS eligible generation, must be used for any generation facility that is partially CFS compliant;

1. For all generation made in a CFS partial compliant facility that is also eligible for the EETS, metered generation in A. shall be:

3. Multiplied by C. to determine the whole number of RECs to issue that are fully eligible for both the EETS and CFS;

3. Multiplied by one minus C. to determine the whole number of RECs to issue that are only eligible for the EETS;

1. For all generation made in a CFS partial compliant facility that is not eligible for the EETS, metered generation in A. shall be multiplied by C. to determine the whole number of AECs to issue that are only eligible for the CFS; and

1. The methodology to determine the carbon-free allocation shall be decided in Docket No. E-999/CI-24-352.



Hourly Matching



CMPAS raises a concern that was not adequately addressed in the Department’s Initial Comments:



Recommendation: Utilities of all Sizes Need Flexibility Regarding REC Vintages



CMPAS also has contracts with large, central renewable resources. CMPAS members use these contracts to serve their own needs and do not own resources that also make excess sales into in the market. Additionally, as a small entity, CMPAS depends on output from a much smaller number of renewable facilities than larger utilities, who have dozens of facilities that generate CFE-compliant energy. As such, CFE compliance for CMPAS is more acutely impacted by variations in load and renewable energy output than are larger utilities – should one of CMPAS’s contracts have a poor year or should utility load vary unexpectedly, CMPAS could be at an unexpected deficit it cannot make up by using excess generation from a large pool of other contracts. While a typical PPA provision is for generator owners to provide replacement energy, capacity, and RECs with these contracts in the event of substandard performance, generator owners may certainly provide unexpired RECs from earlier years, from other generators to meet such an obligation.



Given these examples above, CMPAS is thus counting on the option to retire unexpired RECs from past years where absolutely necessary for CFS compliance, similar to RES compliance, and we recommend the same latitude for CFS compliance.[footnoteRef:28] [28:  Central Municipal Power Agency/Services, Initial Comments, January 29, 2025, (eDockets) 20251-214554-01 at 5, (hereinafter “CMPAS Initial Comments”).] 




Between 2030 and 2034, the Department recommends annual compliance and the removal of REC banking. CMPAS requests continued flexibility to bank RECs. The Department does not support any ability to bank RECs while CFS compliance transitions to hourly matching. Instead, the Department suggests a true-up period to account for variable renewable generation. The true-up period would  allow electric utilities to buy or sell RECs to meet their annual compliance requirement or generate revenue, rather than bank RECs. To allow utilities time to buy or sell RECs to establish compliance, electric utilities should be given a period of three months to true-up compliance. The results of the true-up should be reported in electric utilities annual REC retirement reports in Docket No. E999/PR-YR-12.



[bookmark: _Hlk191899835]The Department recommends the Commission order a 2030 to 2034 CFS compliance true-up period of three months after the conclusion of the reporting year. 



Line Losses



In their Initial Comments, the CEOs make the following recommendation:



Specifically, utilities should be required in their reports to provide:

B) the utility’s predicted and actual estimated line losses, including the basis for the estimate and an explanation of how those line losses affect the calculation under item A above;[footnoteRef:29] [29:  CEOs Initial Comments at 8.] 




With this recommendation, the CEOs point to a problem in existing practice for EETS compliance. Electricity is not generated where load is, and the transport of electricity results in line losses. Therefore, generation must always be higher than load in order to fully supply load. The practice of matching RECs to load without the inclusion of transmission line losses results in a deficiency of electric generation to fully serve load.



In Attachment A of the CEO’s Initial Comments, Xcel states in an information request response that 9.66% of its generation in 2030 will be lost due to line losses.[footnoteRef:30] This figure represents a significant mismatch between generation and load. While REC retirement to meet the EETS and SES have never used line losses in the compliance calculation, H.F. 7 modified Minn. Stat. § 216B.1691 subd. 2a as follows: [30:  Id., Attachment A at 2.] 


Subd. 2a. Eligible energy technology standard.



(a) Except as provided in paragraph (b), Each electric utility shall generate or procure sufficient electricity generated by an eligible energy technology to provide its retail customers in Minnesota, or the retail customers of a distribution utility to which the electric utility provides wholesale electric service, so that the electric utility generates or procures an amount of electricity from an eligible energy technology that is equivalent to at least the following standard percentages of the electric utility's total retail electric sales to retail customers in Minnesota are generated by eligible energy technologies by the end of the year indicated:



(1) 	2012 	12 percent



(2) 	2016 	17 percent



(3) 	2020 	20 percent



(4) 	2025 	25 percent.



(5) 	2035 	55 percent.[footnoteRef:31] [31:  2023 Minn. Laws ch. 7, § 5. Available at: https://www.revisor.mn.gov/laws/2023/0/7/laws.0.3.0#laws.0.3.0 ] 




Minn. Stat. § 216B.1691 subd. 2g contains the same edit, which adds “equivalent to” to the statute. This modification decouples generation from total retail electric sales by the addition of equivalence, and allows the Commission the ability to determine that generation should serve load and not merely match load. Should the current practice continue, a 100 percent CFS compliance achievement could still allow, in the Xcel 2030 example above, 10.7 percent of the electricity used to serve Xcel’s total retail electric customers to come from CFS-ineligible generation sources.[footnoteRef:32] [32:  90.34% of electricity would be delivered. The remainder of the generation is calculated by dividing 100% by 90.34%, which yields 110.7% of electricity required to meet 100% of load.] 




In addition, IRPs include line losses. For example, in Xcel’s most recent IRP, the Company stated:



We convert the sales forecast into energy requirements at the generator level by adding energy losses. The forecasted losses are based on forecasted loss factors, which are developed by modeling actual historical losses.[footnoteRef:33] [33:  In the Matter of Xcel Energy’s 2024-2040 Integrated Resource Plan, Northern States Power Company, dba Xcel Energy, Integrated Resource Plan Appendix E, February 2, 2024, Docket No. E002/RP-24-67, (eDockets) 20242-203057-01 at 1. ] 




It does not make sense to plan for losses in IRPs, but then ignore losses for CFS or RES compliance, particularly because the statute was modified to align CFS and RES compliance with common IRP practice.[footnoteRef:34] [34:  Note that the Solar Energy Standard (Minn. Stat. § 216B.1691 subd. 2f) and the Distributed Solar Energy Standard (Minn. Stat. § 216B.1691 subd. 2h) do not contain “equivalent to,” and thus the Department does not make recommendations to update compliance determinations for these standards.] 




The Department recommends the Commission order CFS and RES compliance measurement to factor in line losses to determine compliance with each standard.



Carbon Emissions



In their Initial Comments, the CEOs make the following recommendation:



Specifically, utilities should be required in their reports to provide:



F) the predicted and actual CO2 emissions associated with all electricity generated or procured to provide retail customers in Minnesota, including emissions associated with the excess power generated or procured to cover line losses.[footnoteRef:35] [35:  CEOs Initial Comments at 20-21.] 




The Department questions how this recommendation would be implemented. Even if line losses are added to demonstrate CFS compliance, utilities cannot report greater than 100 percent of their retail sales matched by EACs, which allows the utilities to claim zero electricity emissions. While the Department recognizes that fossil fuels will be burned to supply Minnesota energy needs even at 100% CFS compliance, the attribution of these emissions is already nullified by the retirement of RECs to meet the CFS. As discussed in Section III.B.1, the attribution of electricity generation to Minnesota is challenging, because power plants are dispatched by MISO to meet MISO load. Even if a utility’s total generation fleet is quantified, the attribution of emissions to Minnesota becomes zero at 100% CFS compliance, which means that all fossil fuel generation is attributed outside of Minnesota. Net market purchases would also have to be factored into this calculation. The Department welcomes further discussion from the CEOs about how emissions could be quantified, but the Department cannot support this recommendation without further explanation.



Health Impacts



In their Initial Comments, Health Professionals for a Healthy Climate (HPHC), Climate Generation, CURE, Minnesota Environmental Justice Table, Minnesota Interfaith Power and Light, MN350 and Sierra Club North Star Chapter state:



We urge the PUC to consider impacts on human health from co-pollutants generated by biomass emissions. Such co-pollutants should be quantified and tracked along with any renewable energy credits/carbon-free credits that these dirty sources of energy are associated with.[footnoteRef:36] [36:   Health Professionals for a Healthy Climate, Climate Generation, CURE, Minnesota Environmental Justice Table, Minnesota Interfaith Power and Light, MN350, and Sierra Club North Star Chapter, Initial Comments, January 29, 2025, (eDockets) 20251-214633-01 at 2.] 




HPHC further asserts that “the tracking process and utility planning should effectively quantify and analyze the deaths and morbidity these facilities cause in overburdened communities in Minnesota and other jurisdictions.”[footnoteRef:37] [37:  Id. at 5.] 




The Department concludes that HPHC’s requests fall outside of the scope of orders issued pursuant to Minn. Stat. § 216B.1691. The statute directs the Commission to issue orders establishing the criteria and standards to be used to measure a utility’s efforts to meet the various renewable energy standards and determine whether a utility is satisfying those standards.[footnoteRef:38] The statute specifies that in establishing the criteria and standards the Commission must allow for partial compliance and “protect against undesirable impacts on the reliability of the utility‘s system and economic impacts on the utility‘s ratepayers and that consider technical feasibility.“[footnoteRef:39] HPHC‘s requests fall outside of these considerations, and instead relate to issues that are within the ambit of the Minnesota Pollution Control Agency (MPCA) and the Minnesota Department of Health. Indeed, the MPCA is in the process of adopting new rules governing air quality based on recent legislation that requires the MPCA to consider the cumulative impacts a proposed action, such as approving an air permit, will have on the environment or health of residents in an Environmental justice area.[footnoteRef:40]          [38:  Minn. Stat. § 216B.1691, subd.2d(a).]  [39:  Minn. Stat. § 216B.1691, subd. 2d(b).]  [40:  2023 Minn. Laws ch. 60, art. 8, § 3.] 




[bookmark: _Toc193189956]Criteria and Standards for the Determination of CFS Achievement



Reporting Mechanism



In their Initial Comments, the CEOs state:



Currently, utilities submit their RES compliance reports using a reporting template identifying what information utilities must provide. This template was recently updated by the Commission staff and the Department to reflect the 2023 amendments to the RES requirements of Minn. Stat. § 216B.1691.39. The CEOs recognize the value of a reporting template, and suggest that the Commission’s order in this phase of the docket should be incorporated into that template. The updated template should reflect input from the reporting utilities, and the CEOs also ask for the opportunity to comment on the updated template once proposed. It is difficult for stakeholders other than utilities to identify potential gaps in the CFS reporting requirements without a detailed proposal to respond to.[footnoteRef:41] [citation omitted] [41:  CEOs Initial Comments at 17.] 




Based on this statement, the CEOs recommend:



The Commission should ask the Department to propose an update of the reporting template currently used to report RES compliance to reflect the new requirements of this order. The Department should consult with utilities in preparing this update and other stakeholders should be able to comment upon it once proposed.[footnoteRef:42] [42:  Id., at 22.] 




The recommendation to update the template is not necessary, because the Commission already issued an order in the current docket, as stated by the Department in its Initial Comments:



The Commission’s Order Point 7 in its December 6, 2023 Order provided guidance for the implementation of reporting, which stated:



The Commission delegates authority to the Executive Secretary to work with the Department of Commerce and other utilities to incorporate new reporting required by H.F. 7 into the current reporting template.



The Department has discussed development of the new reporting template with Commission staff; however, the final template will not be complete until after the Commission issues its order in Docket No. E-999/CI-24-352 and determines the final reporting requirements for all eligible resources.



While the Commission has not explicitly designated the annual E999/PR-YR-12 REC Retirement Docket by order to be the venue to report CFS compliance, the Department understands the above referenced Order Point 7 to make this determination. Therefore, the Department expects that future CFS compliance filings will be made in the annual E999/PR-YR-12 REC Retirement Docket.[footnoteRef:43] [43:  Department Initial Comments at 16-17.] 




Further stakeholder involvement is not necessary, because the template will have to comply with all Commission orders in the current docket. The CEOs should address all template recommendations in the current proceeding.



Auditing of Reporting



In their Initial Comments, the CEOs state:



The law gives the Commission the responsibility to closely oversee utilities’ progress toward achieving the CFS, including the authority to set the compliance measurement criteria and to receive detailed compliance reports. Moreover, the Commission is required to “regularly investigate whether an electric utility is in compliance” with the statute’s obligations, including the CFS, and has the authority to require compliance action or impose penalties. Fulfilling these responsibilities requires closely overseeing the utility compliance filings, and the CEOs believe that the next few years will require greater oversight than has been necessary in recent years given the greater ambition of the CFS (and RES) targets. While stakeholders will no doubt be involved in commenting upon some of the utility CFS compliance plans, we believe these plans should also be subject to a rigorous audit by the Department, reporting these results to the Commission. The Department is already required to report to the legislature every two years on utilities’ progress in increasing their use of renewable energy. We suggest that this biennial report should also analyze utilities’ progress toward meeting the CFS more broadly.[footnoteRef:44] [citations omitted] [44:  CEOs Initial Comments at 18-19.] 




The CEOs then recommend:



The Commission should request the Department to conduct rigorous audits of utility CFS filings to ensure they are making sufficient progress toward compliance.[footnoteRef:45] [45:  Id., at 22.] 




The Department notes consensus from the CEOs on the need for enhanced auditing for the CFS. The Department recommends that the Commission adopt the Department’s recommendation, which is more prescriptive:



The Department recommends that the Commission order auditing of all CFS compliance reports during the preparedness period, as well as the 2030 report to establish the need for further auditing in subsequent years.[footnoteRef:46] [46:  Department Initial Comments at 18.] 




[bookmark: _Toc193189957]Criteria and Standards for Reliability Impacts



In its Initial Comments, the Minnesota Large Industrials Group (MLIG) states:



As important as reasonable cost increases to meet decarbonization targets, reliability cannot suffer as a result of utility efforts to implement the 2040 legislation. The Commission should set specific reporting requirements to establish a framework for evaluating how compliance with the RES, SES and CFS affects system reliability. The Commission should require the utilities to analyze the findings available in their current reliability filings, determine whether implementation of the 2040 bill has caused reliability impacts and file a report annually to outline any changes to their implementation plans necessary to maintain reliability. MLIG believes the current reliability reporting is insufficient to isolate instances attributable to implementation of the 2040 legislation, and therefore a more elaborate framework needs to be created so that the Commission can monitor reliability according to benchmarks and metrics to determine whether offramps or partial compliance may be required.[footnoteRef:47] [47:  Minnesota Large Industrial Group, Initial Comments, January 29, 2025, (eDockets) 20251-214647-01 at 2-3, (hereinafter “MLIG Initial Comments”).] 




The Department disagrees with the MLIG’s recommendation, because it is duplicative and unnecessary. In its Initial Comments, the Department stated:



Grid reliability is not optional, and the passage of H.F. 7 will have no impact on grid reliability. Electric utilities will be subject to the same reliability requirements that were required before the passage of H.F. 7, including the requirements stipulated by Minn. R. 7826.0500 – 0700 and the Commission’s resource planning process.



[…]



Reliability planning is primarily performed in IRPs. As discussed above, the only difference induced by H.F. 7 is the additional need for capacity with a higher share of renewable generation. For electric utilities that are required to submit IRPs, these capacity needs will be planned in IRPs. Reliability requirements will similarly not change for electric utilities that do not submit IRPs. Based on the above analysis, the Department does not see a need for the Commission to set any new standards or criteria to meet reliability needs.[footnoteRef:48] [48:  Department Initial Comments at 18-19.] 




[bookmark: _Toc193189958]Criteria and Standards for Economic Impacts



In its Initial Comments, the MLIG states:



It is clear to MLIG the cost of implementation of the CFS could be prohibitively detrimental to customers and therefore MLIG requests the Commission adopt annual uniform reporting requirements that allow stakeholders to examine the pace of planned investments to ensure just and reasonable rates.



The production and presentation of rate impacts is rarely uniform across utility dockets, and the Commission should carefully develop the “uniform reporting system” required in Minn. Stat. §216B.1691, subd. 2e. Accordingly, MLIG requests the Commission require utilities to file: 

• a reference case scenario, detailing the least cost plan, from a ratepayer impact perspective, for meeting the CFS by 2040 and 2050; and 



• a reference case scenario, detailing the least cost plan, from a ratepayer impact perspective, to partially meet the CFS by 2040 and 2050. 



MLIG continues to support these requirements as a way to uniformly track the cost of implementation of the 2040 legislation. These two reference case scenarios would give the Commission and intervening parties the information they need to understand the utility’s preferred plan versus other possible plans, with the ability to evaluate (i) the least cost way of meeting the carbon free target by 2040 or a later date; and (ii) the cost mitigation that could result if utilities partially meet the carbon free target. 



As part of these reference case requirements, MLIG requests the Commission provide utilities and customers with some expectation as to what is a “reasonable” cost increase, to provide a target or range of costs that are acceptable and in the public interest to achieve compliance with the 2040 legislation. This would provide guidance to utilities and customers as they prepare their IRPs and budgets and allow the Commission to determine in future proceedings whether the actual costs of approved IRPs were reasonable, or whether the pace of investments need to be slowed to maintain affordability.[footnoteRef:49] [citations omitted] [49:  MLIG Initial Comments at 2-3.] 




The Department supports some of the information requested by the MLIG. The first bulleted recommendation to study a ten-year delay of the standard is practical and useful for decision making purposes, however a ten-year delay is too long and is not tied to the typical five-year integrated resource plan (IRP) action plan. There is no added benefit to the study of an additional five years, and a delay could be studied at any point in the CFS compliance period, which makes the MLIG’s recommendation inflexible. Instead, if the Commission decides to adopt this requirement, it should require the study of a five-year delay of the existing CFS standard at that time. Should the Commission desire to grant a delay of the CFS under Minn. Stat. § 216B.1691 subd. 2b, this information would aid in the decision-making process.



The Department does not support MLIG’s second bulleted recommendation. While Minn. Stat. § 216B.1691 subd. 2b outlines provisions to modify or delay the CFS, the MLIG’s partial CFS compliance request is more extreme in nature and is far more open-ended. This request would study the modification of the CFS, rather than delay, which would involve a significant Commission modification of the CFS if adopted. Partial CFS compliance could range from 0 to 99 percent and could add considerably more complexity to IRP scenario planning. The MLIG has proposed no framework to study partial compliance, and the marginal addition of partial compliance, as opposed to delay, would only be to impose a standard of less than 80 percent carbon-free electricity. The EETS 55 percent renewable energy requirement would set a lower limit for CFS partial compliance, unless this standard is also approved for partial compliance, and therefore the utility of studying partial compliance only falls between 55 to 80 percent without further EETS intervention. This recommendation is overly burdensome and counter-productive, and should not be supported.



Finally, in regards to the MLIG’s request for Commission guidance on the reasonableness of rate impacts, the Department restates its position from its Initial Comments:



The risk for increased costs should not be managed differently from that of existing practice. As described in Minn. Stat. § 216B.2422 subd. 3(a) and 3(b), the Social Cost of Greenhouse Gases, socioeconomic costs, and other external factors should be considered as part of the decision to approve a resource plan. However, given that the potential cost of a solution may not outweigh the risk, it is important to consider whether a given resource mix provides a higher benefit than any increased cost. In this regard, a comparison of the societal costs to the revenue requirement of any given scenario should yield a higher result as compared to the difference in revenue requirement between a CFS-eligible and a CFS-ineligible resource. While the Department does not argue that this equation should be the only consideration for a request to modify or delay a standard, it should form the basis to consider such a request. The Department concludes that a Commission order is not necessary, as the Department’s recommendation is not a deviation from standard practice.[footnoteRef:50]  [50:  Department Initial Comments at 20.] 




There is no need for further clarification about ratepayer impacts, which are covered by existing IRPs. Finally, if the MLIG desires to continue to recommend its clarification, the proper venue is in the next Round 4 Comment Period of the current docket, because this request does not pertain to measurement or achievement of CFS compliance.



[bookmark: _Toc193189959]What considerations should the Commission take into account regarding the double counting of Renewable Energy Credits (RECs) to meet multiple requirements?



In its Initial Comments, CMPAS states:



Recommendation: Utilities of all Sizes Need Flexibility in Measuring the Amount of Qualifying Non-Renewable, Carbon Free Energy 



One of the most important items in Table 1 is that utilities be allowed multiple ways to prove the amount of qualifying energy, most particularly for non-renewable, carbon-free energy (i.e., such as nuclear energy) that do not qualify for RECs. CMPAS notes that it has PPAs for very small percentages of existing large, existing central renewable and carbon-free resources physically located outside of Minnesota. A prime example is our PPA for less than 2% of the Point Beach Nuclear Plant Units 1 and 2 in Wisconsin. As small off takers, CMPAS may not have the contractual rights to certain ways of verifying energy generated for all of these resources, such as 1) accessing actual revenue grade meter reads from very large generation resources it does not own or 2) requiring such plant owners to use any newly emerging certifications or verification methods that might require them to certify power output for the entirety of their larger central resource, not just what is purchased by CMPAS members. Because different utilities may have different power arrangements, it is critical to allow multiple options for measuring the amount of qualifying energy from non-renewable, carbon-free sources, including PPA billing statements, metered generation data, or certification standards. The options allowed need to be practical for different types of resource ownership and pre-existing contractual arrangements.[footnoteRef:51] [51:  CMPAS Initial Comments at 5.] 




CMPAS’s request would create a significant double counting risk, for two reasons. First, any renewable energy facility is guaranteed to issue RECs for its generation. Second, as compliance markets expand in Minnesota and elsewhere in the United States, facilities that can retire or sell alternative energy credits (AECs)[footnoteRef:52] will do so because AECs have a market value. Point Beach, mentioned in CMPAS’s comments, is registered in M-RETS.[footnoteRef:53] In this example, Point Beach will retire or sell all of its AECs, regardless of whether or not CMPAS purchases the AECs. If CMPAS were to execute a power purchase agreement (PPA) and then claim its energy-only contract for CFS compliance, this arrangement would be double counting. The only way to address the double counting risk is to require the retirement of RECs or AECs to demonstrate CFS compliance. CMPAS, or any other organization, can and should include REC or AEC purchases in all of its PPAs to the extent that such EACs are required to demonstrate CFS compliance. There is no substitute for this requirement. If CMPAS cannot purchase EACs with its PPAs, then it is free to purchase unbundled EACs from elsewhere. [52:  AECs are issued for generators that do not meet the criteria for RECs, but which can produce carbon-free electricity, such as nuclear power plants or fossil fuels with carbon capture and storage.]  [53:  Midwest Renewable Energy Tracking Systems. Public M-RETS Generators. (Accessed March 4, 2025). Available at:   https://app.mrets.org/reports/public/generators?generator_name=d059fc1a-a2fa-4de1-be3b-aa3a34040313,68edc00b-4b36-40d3-a659-3f621c0f5bb8 ] 




[bookmark: _Toc193189960]How should net market purchases be counted towards CFS compliance?



CRS, CSG, and M-RETS discuss double counting concerns regarding net market purchases.[footnoteRef:54] CRS recommends a residual mix accounting solution, which would allow utilities to retire RECs from within MISO that have not been claimed by any other party: [54:  CRS Initial Comments, CSG Initial Comments, and M-RETS Reply Comments in their entirety.] 




CRS proposes requiring utilizes to use a subregional residual mix to determine the percentage of annual net purchases from a regional transmission organization that it may count as carbon-free. Specifically, CRS suggests that the Commission require utilities claiming partial compliance apply a residual mix reported by the U.S. Environmental Protection Agency (EPA) for the subregion under EPA’s Emission & Generation Resource Integrated Database (eGRID) where the utility’s operations are located.[footnoteRef:55]  [55:  CRS Initial Comments at 8.] 




CSG is skeptical that residual mix accounting may have any value if there is no residual carbon-free generation to draw from, and recommend that EACs be used to demonstrate CFS compliance:



Net market purchases can only potentially count towards CFS compliance after REC retirements have been eliminated from the systemwide, subregional, or entity-level fuel mix. The process of subtracting REC retirements out of a fuel mix is called residual mix accounting. It should be noted that there may be no claimable carbon-free emissions left in a fuel mix after solving for an accurate residual mix. For example, at the systemwide level, net market purchases could only count towards CFS compliance to the extent that the Midcontinent Independent System Operator (“MISO”) residual mix still contains carbon-free attributes that have gone unclaimed by voluntary buyers, obligated entities in Minnesota, or obligated entities outside of Minnesota.[footnoteRef:56] [56:  CSG Initial Comments at 2.] 




[…]



An additional critical point is that—after each entity accounts for all PPAs, unbundled contracts, and other direct contracts at the entity-level—the LRZ residual mix could likely be rendered 0% carbon-free.



[…]



That all said, thinking about this issue from an LRZ residual mix standpoint is quite confusing and obscures the most straightforward compliance pathway. The most straightforward compliance pathway would be for the obligated entity to submit RECs for each MWh it claims for compliance, which also results in a subregional, utility-level fuel mix.[footnoteRef:57] [57:  Id., at 28.] 




The Department is also skeptical that residual mix accounting is necessary or beneficial. The creation of a residual mix accounting framework would be burdensome for both utilities and the Department to ensure its enforcement. Instead, the Department agrees with CSG that retirement of EACs is the simplest compliance instrument.



The Department restates its recommendation from its Initial Comments:



The Department recommends that the Commission order:

A. Net market purchases shall only be quantified for CFS compliance when the carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix is necessary to demonstrate CFS compliance.



B. EACs must be purchased in the subsequent reporting year for the carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix that is necessary to demonstrate CFS compliance.[footnoteRef:58] [58:  Department Initial Comments at 24.] 




Under this recommendation, all CFS compliance claims will be made with RECs, which aligns with CSG’s recommendation. This solution will not require a second compliance framework to ensure that RECs are not double counted in net market purchase calculations, and will greatly simplify reporting and auditing requirements. 



If CSG’s prediction is correct, meaning that there may be no residual RECs available, then utilities would be forced to buy RECs to demonstrate compliance even if residual mix accounting is adopted. Therefore, the Department’s recommendation provides the most practical solution.



Finally, the Department aligns B. from the above recommendation with its recommendation made in Section III.B.1.3. If EACs were to be purchased for planned net market purchases in a forward-looking manner, this may require the sale of EACs during an annual true-up period if renewable generation is higher than expected. Electric utilities should be granted the same three-month period to true-up any net market purchases that need to be matched with EACs. The Department modifies its recommendation to read:



The Department recommends the Commission order:



A. Net market purchases shall only be quantified for CFS compliance when the carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix is necessary to demonstrate CFS compliance.

B. EACs must be purchased in the first three months of the subsequent reporting year for the carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix that is necessary to demonstrate CFS compliance.



[bookmark: _Toc193189961]Are there other issues or concerns related to this matter?



[bookmark: _Toc193189962]Resource Eligibility



In their Initial Comments, the CEOs request clarity from the Commission concerning the eligibility of biomass and its potential fuel life-cycle analysis result:



The Commission should specify that RECs must be from carbon-free sources to be used for compliance with the CFS, and that no RECs from biomass or solid waste facilities may be used unless those facilities have been subject to a lifecycle analysis and had their carbon-free status approved by the Commission.[footnoteRef:59] [59:  CEOs Initial Comments at 21.] 




The Department agrees with the CEOs’ interpretation, but does not agree that the current docket is the proper venue for this determination, because it is not related to the measurement and achievement of CFS compliance. Instead, the CEOs’ recommendation is best directed to Docket No. E-999/CI-24-352, where questions of resource eligibility and calculation methodology will be discussed.



[bookmark: _Toc193189963]Definition of Terms



In its Initial Comments, CMPAS states:



The first issue regards definition of key terminology. As part of development of final compliance reporting requirements for the CFS, CMPAS asks for clear and explicit definitions on key terms being used. For example, the phrases “bilateral contract” and “power purchase agreement” are used in the November 7 Order regarding the purchase of energy. However, many in the electric utility industry who are involved in power trading and energy transactions use the term “bilateral contract” to refer to contracts exclusively for capacity (i.e., sale of “Zonal Resource Credits”), where no energy is included in the contract for actual purchase by the buyer. As such, a formal definition of what is meant by “bilateral contracts” and other terms in the context of CFS compliance will help ensure a common understanding between all parties.[footnoteRef:60] [60:  CMPAS Initial Comments at 7.] 




In its November 7 order, the Commission stated that, pending the investigation into the fuel life-cycle analysis in the newly initiated docket, it would provisionally direct utilities to:



Calculate the percentage of carbon-free energy, when a utility purchases energy from a specified resource such as in the context of a bilateral contract or power purchase agreement, based on the percentage of carbon-free energy generated by the resource. 



In this context, the Department understands the terms “bilateral contract” and “power purchase agreement” to refer to binding contracts and agreements that govern a utility’s purchase of electricity generated by another entity. The Department acknowledges that bilateral contracts may also involve capacity[footnoteRef:61] but understands the above reference in the Commission’s November 7 order to refer specifically to bilateral contracts involving the purchase of energy by a utility.    [61:  For example, the Commission previously approved Minnesota Power’s petition to recover costs stemming from a bilateral contract involving the sale of both capacity and energy. See In the Matter of Minnesota Power‘s Petition for Approval to Recover Impacts of the Bilateral Contract with Hibbing Public Utilities in the FPE Rider, Minnesota Public Utilities Commission, Order, May 16, 2023, Docket No. E-015/M-22-501, (eDockets) 20235-195863-01.       ] 





[bookmark: _Toc193189964]DEPARTMENT RECOMMENDATIONS 



Based on analysis of Minn. Stat. § 216B.1691 and the information in the record, the Department has prepared recommendations, which are provided below. The recommendations correspond to the subheadings of Section III from the Department’s Initial Comments.



[bookmark: _Toc188885753][bookmark: _Toc188957977][bookmark: _Toc193189965]When and how should utilities report preparedness for meeting upcoming CFS requirements?



A. A.1. The Department recommends the Commission order electric utilities to begin to report CFS compliance in 2029 for generation year 2028.



A.2. The Department recommends that any decisions regarding modifications to the existing REC tracking system be made in Docket No. E-999/CI-24-352.



[bookmark: _Toc188885754][bookmark: _Toc188957978][bookmark: _Toc193189966]By which criteria and standards should the Commission measure an electric utility’s compliance with the CFS?



B.1.1.1. The Department recommends the Commission order electric utilities to report all sales and purchases of EACs at the time interval required for CFS matching.



B.1.1.2 The Department recommends the Commission order electric utilities to report all hourly Minnesota retail electric sales.



B.1.2.1.1. The Department recommends the Commission order hourly matching for CFS compliance for electric all electric utilities.



B.1.2.1.2. The Department recommends the Commission rescind its order points 1 and 3 from its December 18, 2007 Order in Docket Nos. E-999/CI-04-1616 and E999/CI-03-869 and modify order point 6 of the Commission’s December 6, 2023 Order in Docket E-999/CI-23-151 to remove “All renewable energy credits generated from such facilities will be eligible for use in the year of generation and for four years following the year of generation.” These orders will be rescinded/modified effective January 1, 2030.



B.1.2.2.1. The Department recommends the Commission order the following total retail electric sales matching requirements for electric utilities by the end of the year indicated:

· 2030: Annual matching of 80 percent for public utilities; 60 percent for other electric utilities

· 2035: Hourly matching of 80 percent for public utilities; 60 percent for other electric utilities

· 2040: Hourly matching of 90 percent for all electric utilities

· 2045: Hourly matching of 100 percent for all electric utilities.



· B.1.2.2.2. The Department recommends the Commission order a 2030 to 2034 CFS compliance true up period of three months after the conclusion of the reporting year.



B.1.2.3. The Department recommends the Commission order all integrated resource plans where the utility uses a capacity expansion model to incorporate hourly matching constraints in the models to demonstrate CFS compliance.



B.1.2.4.1. The Department recommends the Commission order the Department to submit an annual compliance report that outlines the status of EAC markets and provides potential options to implement hourly EAC trading for electric utilities.



B.1.2.4.2 The Department recommends the Commission order a new docket be opened in 2029, which shall determine the requirements necessary to facilitate the sales and purchases of hourly EACs.



B.1.3. The Department recommends the Commission order all EACs retired to demonstrate CFS compliance be generated within the Midwest Region, as defined by 26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(2)(ix), or meet the 45V requirements for interregional delivery, as defined by 26 CFR Ch. I, Sch. A, § 1.45V-4 Paragraph (d)(3)(iii)(B).



B.1.4. The Department recommends the Commission order:

A. EACs be issued equivalent to metered generation on a per MWh basis;

B. A single REC be issued for all generation that may be retired to demonstrate both EETS and CFS compliance;

C. A carbon-free allocator, which defines the percentage of CFS eligible generation, must be used for any generation facility that is partially CFS compliant;

D. For all generation made in a CFS partial compliant facility that is also eligible for the EETS, metered generation in A. shall be:

E. Multiplied by C. to determine the whole number of RECs to issue that are fully eligible for both the EETS and CFS;

F. Multiplied by one minus C. to determine the whole number of RECs to issue that are only eligible for the EETS;

G. For all generation made in a CFS partial compliant facility that is not eligible for the EETS, metered generation in A. shall be multiplied by C. to determine the whole number of AECs to issue that are only eligible for the CFS; and

H. The methodology to determine the carbon-free allocation shall be decided in Docket No. E-999/CI-24-352.



B.2.4. The Department recommends that the Commission order that hourly matching achievement for electric utilities be determined by the calculation of the total number of hours for which total retail electric sales are matched by EACs, as compared to the hourly matching standard for that year.



· B.6. The Department recommends that all decisions made regarding criteria and standards to measure a utility’s partial compliance with the CFS be made in Docket No. E-999/CI-24-352.



· B.7. The Department recommends the Commission order CFS and RES compliance measurement to factor in line losses to determine compliance with each standard.



[bookmark: _Toc188885755][bookmark: _Toc188957979][bookmark: _Toc193189967]WHAT CONSIDERATIONS SHOULD THE COMMISSION TAKE INTO ACCOUNT REGARDING THE DOUBLE COUNTING OF RENEWABLE ENERGY CREDITS (RECS) TO MEET MULTIPLE REQUIREMENTS?



· None.



[bookmark: _Toc188885756][bookmark: _Toc188957980][bookmark: _Toc193189968]HOW SHOULD NET MARKET PURCHASES BE COUNTED TOWARDS CFS COMPLIANCE?



· D.1. The Department recommends that all decisions made regarding criteria and standards to measure a utility’s net market purchases be made in Docket No. E-999/CI-24-352.



· D.2. The Department recommends the Commission order:

· Net market purchases shall only be quantified for CFS compliance when the carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix is necessary to demonstrate CFS compliance.

· EACs must be purchased in the first three months of the subsequent reporting year for the carbon-free share of the systemwide annual fuel mix or an applicable subregional fuel mix that is necessary to demonstrate CFS compliance.



[bookmark: _Toc188885757][bookmark: _Toc188957981][bookmark: _Toc193189969]ARE THERE OTHER ISSUES OR CONCERNS RELATED TO THIS MATTER?



E.1. The Department recommends the Commission order the Commissioner of Commerce to seek authority from the Commissioner of Management and Budget to incur costs for specialty services to provide reports on the status of EAC markets and to propose a suite of solutions that would facilitate hourly EAC trading for electric utilities.



E.2 The Department recommends the Commission order the Commissioner of Commerce to seek authority from the Commissioner of Management and Budget to incur costs for specialty services to provide auditing of all CFS reports for up to three years
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