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COMMENTS OF FRESH ENERGY, MCEA, AND SIERRA CLUB

Fresh Energy, Minnesota Center for Environmental Advocacy (“MCEA”), and
Sierra Club appreciate the opportunity to comment on the appropriate data sources and
values for the regulatory cost of greenhouse gas emissions to be used in Xcel Energy’s,
CenterPoint Energy’s, and Minnesota Energy Resource Corporation’s upcoming gas
integrated resource plans (IRPs).

In the Notice of Comment Period issued August 25, 2025, the Minnesota Public
Utilities Commission (the Commission) requested input on whether the values
established for Minnesota Statute section 216H.06 and last approved in Docket No.
E999/CI-07-1199 in the Commission’s December 19, 2023 Order are appropriate for use
in gas utilities” upcoming IRPs.

This issue arose in the context of developing the overall framework for gas IRPs.
In earlier comment periods in this docket, parties generally offered two options for the



regulatory cost of greenhouse gas emissions to be used in gas IRPs. First, as reflected in
the Commission’s notice, parties recommended that the value adopted by the
Commission for use in electrical utility planning proceedings is appropriate to use in gas
utility planning proceedings as well.! These values currently range from $5 to $75 per ton
of carbon dioxide (COz).2 Other parties instead recommended using the natural gas
environmental compliance factor applied through the Energy Conservation and
Optimization (ECO) framework?® - currently 1.4% of the commodity cost of natural gas
for 2024-2045.4

Our groups recommend that both regulatory cost estimates are applicable in gas
resource planning, depending on the category of emissions being addressed.>

We first address why the regulatory cost of carbon values approved by the
Commission for electric utilities are equally applicable in gas planning. The primary
argument against using these values has been that they are based on the likelihood of
future regulation of electric utilities and therefore are inapplicable to gas utilities.® This
reasoning is incorrect. As explained in the Regulatory Cost of Carbon docket (07-1199),
the upper limit of $75 per ton represents the minimum amount of a carbon fee or tax
required to keep global temperature rise below 2 degrees Celsius.” This value is not
derived from regulations specific to the electricity sector; rather, it reflects a global goal
of limiting warming to levels consistent with human and ecological survival.

Moreover, Minnesota’s statutory greenhouse gas reduction goals are more
ambitious than the 2-degree Celsius goal. Minnesota’s goals are based on keeping
warming to 1.5 degrees Celsius, which is necessary to protect the most vulnerable

L In the Matter of a Commission Investigation into Gas Utility Resource Planning, Minn. PUC Docket No. 23-117,
Reply Comments of the Clean Energy Organizations (Jul. 19, 2024) at 3; and Reply Comments of Citizens
Utility Board (Dec. 29, 2023) at 24.

2 In the Matter of Establishing an Estimate of the Costs of Future Carbon Dioxide Regulation on Electricity
Generation Under Minnesota Statutes § 216H.06, Minn. PUC Docket No. 07-1199, Order Addressing
Environmental and Regulatory Costs (Dec. 19, 2023) at 3.

3 In the Matter of a Commission Investigation into Gas Utility Resource Planning, Minn. PUC Docket No. 23-117,
Reply Comments of CenterPoint Energy (Jul. 19, 2024) at 3; Xcel Energy Reply Comments (Jul. 19, 2024) at
6; and Reply Comments of the Minnesota Department of Commerce (Jul. 19, 2024) at 17.

4 In the Matter of 2024-2026 CIP Cost-Effectiveness Methodologies for Electric and Gas Investor-Owned Ultilities,
Minn. Dept. of Commerce Docket No. 23-46, Decision (March 31, 2023) at 99.

5 In the Matter of a Commission Investigation into Gas Utility Resource Planning, Minn. PUC Docket No. 23-117,
Reply Comments of the Clean Energy Organizations (Jul. 19, 2024) at 3.

6 In the Matter of a Commission Investigation into Gas Utility Resource Planning, Minn. PUC Docket No. 23-
117, Reply Comments of the Minnesota Department of Commerce (Jul. 19, 2024) at 5; Xcel Energy Reply
Comments (Jul. 19, 2024) at 5; and Reply Comments of CenterPoint Energy (Jul. 19, 2024) at 3.

7 In the Matter of Establishing an Estimate of the Costs of Future Carbon Dioxide Regulation on Electricity
Generation Under Minnesota Statutes § 216H.06, Minn. PUC Docket No. 07-1199, Order Addressing
Environmental and Regulatory Costs (Dec. 19, 2023) at 12.



https://efiling.web.commerce.state.mn.us/documents/%7BE098CC90-0000-CC15-B1E7-B580D417201F%7D/download?contentSequence=0&rowIndex=34
https://efiling.web.commerce.state.mn.us/documents/%7B703EB78C-0000-C637-829F-CAA68257E5A1%7D/download?contentSequence=0&rowIndex=92
https://efiling.web.commerce.state.mn.us/documents/%7B703EB78C-0000-C637-829F-CAA68257E5A1%7D/download?contentSequence=0&rowIndex=92
https://efiling.web.commerce.state.mn.us/documents/%7B6083838C-0000-C031-BC6A-4E1803BEBE2E%7D/download?contentSequence=0&rowIndex=5
https://efiling.web.commerce.state.mn.us/documents/%7B6083838C-0000-C031-BC6A-4E1803BEBE2E%7D/download?contentSequence=0&rowIndex=5
https://efiling.web.commerce.state.mn.us/documents/%7BB09ACC90-0000-CD3A-B696-5EDF29A672F4%7D/download?contentSequence=0&rowIndex=37
https://efiling.web.commerce.state.mn.us/documents/%7BB099CC90-0000-CD18-8BD8-8F0C88426668%7D/download?contentSequence=0&rowIndex=36
https://efiling.web.commerce.state.mn.us/documents/%7B50DFCC90-0000-C938-A2FD-9B4E75DA7216%7D/download?contentSequence=0&rowIndex=45
https://efiling.web.commerce.state.mn.us/documents/%7B00DF3887-0000-C719-B71B-0523B746A81D%7D/download?contentSequence=0&rowIndex=1)
https://efiling.web.commerce.state.mn.us/documents/%7BE098CC90-0000-CC15-B1E7-B580D417201F%7D/download?contentSequence=0&rowIndex=34
https://efiling.web.commerce.state.mn.us/documents/%7B50DFCC90-0000-C938-A2FD-9B4E75DA7216%7D/download?contentSequence=0&rowIndex=45
https://efiling.web.commerce.state.mn.us/documents/%7BB099CC90-0000-CD18-8BD8-8F0C88426668%7D/download?contentSequence=0&rowIndex=36
https://efiling.web.commerce.state.mn.us/documents/%7BB099CC90-0000-CD18-8BD8-8F0C88426668%7D/download?contentSequence=0&rowIndex=36
https://efiling.web.commerce.state.mn.us/documents/%7BB09ACC90-0000-CD3A-B696-5EDF29A672F4%7D/download?contentSequence=0&rowIndex=37
https://efiling.web.commerce.state.mn.us/documents/%7B6083838C-0000-C031-BC6A-4E1803BEBE2E%7D/download?contentSequence=0&rowIndex=5
https://efiling.web.commerce.state.mn.us/documents/%7B6083838C-0000-C031-BC6A-4E1803BEBE2E%7D/download?contentSequence=0&rowIndex=5

populations.® The gas sector will need to be equally involved in decarbonization as the
electric sector has been if these goals are to be achieved. Accordingly, the upper end of
the “regulatory cost of carbon” range should apply equally to carbon dioxide emissions
from the gas sector.

In planning terms, this cost represents the future expenditures utilities will likely
incur to comply with future regulations directed at CO; emissions (e.g., a carbon tax). It
should be applied to projected gas consumption, paralleling how electric utilities apply
the cost to forecasted demand and emissions from electricity generation.

However, the gas sector also faces significant methane emissions from leakage in
the system prior to the delivery of gas to customers. Methane leakage is the target of
federal regulation,” and those rules informed the creation of the 1.4% “adder” to the
commodity cost of gas, used in the ECO context, intended to account for future regulation
of methane.!® That adder was based on the Regulatory Impact Analysis of the U.S.
Environmental Protection Agency’s (EPA’s) proposed methane regulations. The costs of
complying with methane regulations are in addition to the costs of meeting carbon
reduction goals. Because methane leakage would not be subject to a carbon tax, these
costs should be applied separately in gas resource planning to accurately represent
distinct categories of greenhouse gas emissions.

There is also a third category of potential regulatory costs not fully captured by
either of the above values. The 1.4% adder is based on the EPA’s proposed methane
regulations, which the EPA estimates would cover roughly 80% of methane leakage,
leaving up to 20% unregulated.!* As the climate crisis intensifies and Minnesota’s net-
zero deadline approaches, it is highly likely that future regulations will need to target
residual methane leakage. We anticipate that future research will refine estimates of the
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from 2010 levels by 2030, reaching net zero around 2050 (IPCC, Special Report: Global Warming of 1. 5°C,
Summary for Policymakers, Section C.1 (2018)). This has been widely interpreted to require developed
nations, which are obliged to reduce emissions faster than undeveloped ones, to cut emissions by 50% by
2030 and reach net zero by 2050.
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aimed at slowing climate change.
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scale of this residual methane leakage and the costs of preventing it. In the meantime, the
Commission should recognize that the existing regulatory cost estimates discussed above
are incomplete and therefore represent a lower bound of actual regulatory risk.

Finally, the Department of Commerce and the Minnesota Pollution Control
Agency are currently seeking comments on whether the regulatory cost of carbon used
in electrical planning dockets should be updated.'> The undersigned organizations
recommend that any future updates to those values also consider whether and how to
update the regulatory cost of greenhouse gases for use in gas proceedings. For now,
however, the Commission should affirm that the existing values are appropriate and
should direct Xcel to apply them in its forthcoming integrated gas resource plan, due July
1, 2026.
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