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Dear Ms. Bergman, 
 
Attached are the supplemental comments of the Minnesota Department of Commerce (Department) in the 
following matter: 

In the Matter of CenterPoint’s Natural Gas Innovation Plan. 

The Petition was filed by CenterPoint Energy on January 22, 2026. 
 
The Department recommends that the Commission eliminate CenterPoint’s NGIA Pilot D. The Department 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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Before the Minnesota Public Utilities Commission 

   

Comments of the Minnesota Department of Commerce 
 

Docket No. G-008/M-23-215 
 

I. INTRODUCTION  

On March 17, 2026, CenterPoint Energy (CenterPoint or the Company) filed reply comments in regard 
to its request for approval of budget modification for its Natural Gas Innovation Act (NGIA) Pilot D.1 
The Company requested to increase the Pilot D budget by $1,404,384 and to transfer this amount from 
either the Pilot C budget (the Company’s preferred option) or the reserve funds for R&D pilots.2 The  
total requested budget increase includes an initial increase of $468,412 and a contingency increase of 
$935,972.3 CenterPoint’s reply comments responded to the Department’s questions regarding how the 
Company determined the contingency portion of its requested budget increase.4 CenterPoint also 
addressed in its reply comments other parties’ comments on the contingency increase, concerns about 
the ongoing cost-effectiveness of Pilot D, ongoing concerns regarding the Pilot as a whole, and 
requests for additional information. 

II. PROCEDURAL BACKGROUND   

June 26, 2021 Governor Walz signed Minnesota’s Natural Gas Innovation Act into law 
establishing a regulatory framework for natural gas utilities to contribute 
to meeting Minnesota’s greenhouse gas reduction and renewable energy 
goals through the development of “innovation plans” using “innovative 
resources.”5 
 

June 28, 2023 CenterPoint filed its Natural Gas Innovation Plan.6 
 

March 15, 2024 
 

CenterPoint filed reply comments describing modifications to its Natural 
Gas Innovation Plan in response to parties’ comments and various 
changes to circumstances.7 
 

 

1 In the Matter of CenterPoint Energy’s Natural Gas Innovation Plan, CenterPoint Energy, Reply Comments, March 17, 2026, 
Docket No. G-008/M-23-215, (eDockets) 20263-229381-01 (hereinafter, “CenterPoint Reply Comments”). 
2 Request for Approval of Budget Modification and Compliance Filing, CenterPoint Energy, January 22, 2026, Docket No. G-
008/M-23-215, (eDockets) 20261-227270-01 (hereinafter, “Petition”) at 5-6. 
3 Id., at 6. 
4 CenterPoint Reply Comments at 11. 
5 Minnesota Laws 2021, 1st Special Session, ch.4, art. 8, §§ 20-21, 27. 
6 CenterPoint Energy, Petition, June 28, 2023, Docket No. G-008/M-23-215, (eDockets) 20236-196995-01. 
7 Reply Comments, CenterPoint Energy, March 15, 2024, Docket No. G-008/M-23-215, (eDockets) 20243-204399-04 
(hereinafter, “CenterPoint Modified NGIA Plan”). 

https://efiling.web.commerce.state.mn.us/documents/%7B40C0FD9C-0000-CC10-91C4-E3BA956820BB%7D/download?contentSequence=0&rowIndex=1
https://efiling.web.commerce.state.mn.us/documents/%7BC0B8E79B-0000-C317-8EF0-102B13AFEE42%7D/download?contentSequence=0&rowIndex=2
https://efiling.web.commerce.state.mn.us/documents/%7B90EE0389-0000-CE1C-AA01-7EC7812FB55E%7D/download?contentSequence=0&rowIndex=120
https://efiling.web.commerce.state.mn.us/documents/%7B60DF438E-0000-C87F-90F2-20D024BD3E85%7D/download?contentSequence=0&rowIndex=92
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October 9, 2024 The Public Utilities Commission (Commission) approved CenterPoint’s 
Natural Gas Innovation Plan. as described in CenterPoint’s March 15, 
2024 reply comments, with modifications.8  
 

May 30, 2025 CenterPoint Energy filed its first NGIA annual status report for activities 
during calendar year 2024.9 
 

March 6, 2025 The Commission accepted CenterPoint’s annual status report, approving 
the continuation of all pilots within CenterPoint’s plan without 
modification and requiring CenterPoint to file a notification if the Pilot D 
timeline is delayed in a way that may jeopardize the receipt of expected 
federal tax credits.10  
 

January 22, 2026 CenterPoint filed its request for approval of budget modification and 
compliance filing. The requested budget modification included an 
increase of the Pilot D budget by $1,404,384 and a proposal to move this 
amount from either the Pilot C budget or the R&D reserve funds.11 
 

January 30, 2025 The Commission issued a notice of comment period.12 
 

March 3, 2026 The Department, Fresh Energy, the Citizens Utility Board of Minnesota 
(CUB), and the Office of the Attorney General, Residential Utilities 
Division (OAG-RUD) filed their initial comments.13,14,15,16 
 

March 17, 2026 CenterPoint filed its reply comments.17 
 

Topic(s) open for comment:  
• Should the Commission approve, modify, or deny CenterPoint’s request to increase its 5-year 

budget for its hydrogen blending pilot by $1,404,384? 

 

8 Order Approving Natural Gas Innovation Plan with Modifications, October 9, 2024, Docket No. G-008/M-23-215, 
(eDockets) 202410-21085-01 (henceforth, “Order Approving NGIA Plan with Modifications”). 
9 CenterPoint Energy, Report, May 30, 2025, Docket No. G-008/M-23-215, (eDockets) 20255-219457-01. 
10 Order, November 13, 2025, Docket No. G-008/M-23-215, (eDockets) 202511-224543-01. 
11 Petition. 
12 Notice of Comment Period, January 30, 2026, Docket No. G-008/M-23-215, (eDockets) 20261-227659-01. 
13 Department, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228863-01 (hereinafter, 
“Department Initial Comments”). 
14 Fresh Energy, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228886-01. 
15 CUB, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228883-01 (hereinafter, “CUB Initial 
Comments”). 
16 OAG-RUD, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228876-01. 
17 CenterPoint Reply Comments.  

https://efiling.web.commerce.state.mn.us/documents/%7BD05A7292-0000-CD11-BA97-696D335AE151%7D/download?contentSequence=0&rowIndex=40
https://efiling.web.commerce.state.mn.us/documents/%7B00152397-0000-C71B-A6A4-F13DD5EC6E51%7D/download?contentSequence=0&rowIndex=18
https://efiling.web.commerce.state.mn.us/documents/%7BE0107E9A-0000-C410-98DC-725D7A01B6D0%7D/download?contentSequence=0&rowIndex=8
https://efiling.web.commerce.state.mn.us/documents/%7B00AE109C-0000-C819-82AE-6D8253101289%7D/download?contentSequence=0&rowIndex=1
https://efiling.web.commerce.state.mn.us/documents/%7B902EB59C-0000-CB1E-9E50-0214086C172A%7D/download?contentSequence=0&rowIndex=5
https://efiling.web.commerce.state.mn.us/documents/%7B4056B69C-0000-CD1E-8D41-AD6ECB50C360%7D/download?contentSequence=0&rowIndex=10
https://efiling.web.commerce.state.mn.us/documents/%7BC051B69C-0000-C837-8B1B-68651F4E0B42%7D/download?contentSequence=0&rowIndex=8
https://efiling.web.commerce.state.mn.us/documents/%7BB070B59C-0000-C935-9EA2-D08D3DE48665%7D/download?contentSequence=0&rowIndex=6
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• If the Commission approves CenterPoint’s request to increase the pilot’s 5-year budget, should 
the Commission order CenterPoint to use excess funds from Pilot C, R&D Reserve Funds, or 
another source to cover this increase? 

• Is CenterPoint’s updated 5-year budget for this pilot project reasonable? 
• Are there any other issues or concerns related to this matter? 

 
Below are the supplemental comments of the Department regarding the Petition. 

III. DEPARTMENT ANALYSIS  

A. FEED STUDY 25% RANGE 

A.1. Department Request 
 
CenterPoint derived the contingency portion of its budget increase request from an assumed 25 
percent accuracy range included in its front-end engineering design (FEED) study for Pilot D.18 In other 
words, the full budget increase request, including the contingency, assumes capital costs 25 percent 
higher than estimated by the FEED study. In its initial comments, the Department requested that 
CenterPoint explain how the FEED study selected 25 percent for the accuracy range.19 
 

A.2. CenterPoint’s Reply 
 
In its reply comments, CenterPoint explained that preliminary engineering estimates typically assume a 
15 to 25 percent accuracy range.20 Standby Systems, which completed the FEED study for CenterPoint, 
conservatively chose 25 percent given the developing state of the green hydrogen industry.21  
 
CenterPoint also noted that, if the Commission were to approve CenterPoint’s full budget increase 
request, the contingency budget increase and full budget increase would make up 15.4 percent and 
23.2 percent of Pilot D’s updated five-year plan budget, respectively.22 The Company noted that the 
Commission, in comparison, previously approved a 26.3 percent contingency budget for Xcel’s 
electrolyzer pilot. 
 

A.3. Department Analysis 
 
The Department recognizes that, if the Commission were to approve CenterPoint’s full budget increase 
request, then the contingency amount would comprise a relatively small portion of the total updated 
Pilot D budget compared to the contingency budget that the Commission approved for a comparable 
Xcel pilot. However, the Department remains concerned about the magnitude of the contingency 
portion, particularly given that CenterPoint did not request a contingency budget for Pilot D in its initial 

 

18 Petition at 6. 
19 Department Initial Comments at 5. 
20 CenterPoint Reply Comments at 11. 
21 Ibid. 
22 Ibid. 
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NGIA plan. CenterPoint did not indicate in its reply comments that the 25 percent uncertainty range in 
the FEED study was chosen based on new uncertainties that were not present at the time of the 
Company’s initial cost estimate. Therefore, the Department is concerned that the Company’s initial 
Pilot D budget, which the Commission approved in its October 9, 2024 Order,23 did not properly reflect 
the pilot’s level of cost uncertainty. 

B. IMPACT OF INCREASED CAPITAL COSTS ON ANTICIPATED ITC BENEFIT 

B.1. Department Request 
 
In its initial comments, the Department noted that CenterPoint assumed Pilot D’s anticipated 
investment tax credit (ITC) benefits would not be impacted by the increased capital costs in the 
contingency budget increase request.24 This assumption resulted in a 28 percent contingency increase 
in revenue requirements for capital projects, despite only a 25 percent increase in capital costs. 
 

B.2. CenterPoint’s Reply 
 
In its reply comments, CenterPoint explained that Pilot D’s ITC benefit depends on the solar 
components of the project, not the project’s overall capital costs.25 Since the solar industry is relatively 
well established and therefore solar capital costs are relatively certain, the Company assumed that the 
25 percent accuracy range in the FEED study was attributed to hydrogen-related components. These 
components would not be eligible for additional ITCs.26  
 

B.3. Department Analysis 
 

The Department appreciates CenterPoint’s explanation for its assumption of unchanged ITC amounts 
in the initial and contingency budgets. The Department agrees that CenterPoint can expect the 
contingency portion of the budget to address hydrogen-related components of the project, and not 
solar components. The Department does not have any further concerns in this matter. 
 

C. CONTINUATION OF PILOT D 
 

In its initial comments, CUB recommended that the Commission eliminate Pilot D rather than 
approving CenterPoint’s budget increase request.27 This recommendation aligns with the Department’s 
recommendation to reject Pilot D in its January 16, 2024 comments.28 Since the Commission approved 
the pilot, the Department chose not to readdress concerns with the pilot in its initial comments and 
instead focused only on the budget increase request.29 However, at this time the Department revisits 
its concerns given the analysis provided by other parties and the Company’s responses. 

 

23 Order Approving NGIA Plan with Modifications, at 33. 
24 Department Initial Comments at 6. 
25 CenterPoint Reply Comments at 11. 
26 Ibid. 
27 CUB Initial Comments at 4. 
28 Department, Comments, January 16, 2024, Docket No. G-008/M-23-215, (eDockets) 20241-202261-02 (hereinafter ”NGIA 
Comments”). 
29 Department Initial Comments at 3. 

https://efiling.web.commerce.state.mn.us/documents/%7BD0C8188D-0000-C236-8E4F-656375FC7AEF%7D/download?contentSequence=0&rowIndex=112
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For example, in CenterPoint’s budget increase request, the company cited the need for a higher-cost 
custom-built electrolyzer, instead of the packaged unit assumed in its original cost estimate, as a 
reason for higher estimated costs.30 The Company explained that available packaged units would fail to 
meet cold-weather conditions at the Pilot site. CUB noted in its initial comments that CenterPoint 
could have used its experience with its existing Minneapolis Green Hydrogen unit to avoid this misstep 
in its original cost estimate.31 CenterPoint explained in its reply comments that packaged systems were 
not designed to withstand colder climates at the time of the original cost estimate, but that, based on 
conversations with manufacturers, the Company expected suitable packaged solutions to become 
available by the start of the pilot’s development.32 CenterPoint emphasized that manufacturers were 
only willing to provide high-level cost estimates and maintained key technical information as 
proprietary when Standby was conducting its original cost estimate.33 Given the uncertainties around 
cold-weather performance of packaged units and the lack of complete information from 
manufacturers, the Department questions why CenterPoint did not include contingency funds in its 
initial cost estimate. As noted in Section A.3 and further supported by the discussion on packaged 
systems, the Department concludes that the Commission made its decision to accept Pilot D based on 
incomplete information about the pilot’s cost uncertainties.  
 
In the Department’s January 16, 2024 comments, it noted that proposed pilot was estimated to cost 
$66/Dth, or around triple the cost of the proposed renewable natural gas projects (RNG), which by 
themselves are already far more expensive per DTH than geologic gas.34 The increases in costs for Pilot 
D, and the introduction of a contingency portion due to cost uncertainties, exacerbates the already low 
cost effectiveness of this pilot without a clear picture of what additional learnings the Company would 
obtain that CenterPoint is not already able to obtain from its existing hydrogen facility. CenterPoint’s 
updated cost-effectiveness analysis,35 which indicates that the pilot would cost $974 to $1,088 per 
metric ton of CO2e reduced,36 further underscores the Department’s concern. 
 
For these reasons the Department recommends that the Commission eliminate Pilot D rather than 
increase the budget to accommodate the increase in cost. 
 

D. CENTERPOINT’S BUDGET INCREASE REQUEST 

In this section the Department discusses its recommendations in the event that the Commission does 
not eliminate Pilot D. 

 

30 Petition at 3-4. 
31 CUB Initial Comments at 4. 
32 CenterPoint Reply Comments at 10. 
33 CenterPoint Reply Comments at 6. 
34 NGIA Comments at 40-41. 
35 CenterPoint Reply Comments at 13. 
36 These costs incorporate the FEED study capital cost estimate and the FEED study capital cost estimate + 25% (i.e., the 
initial and full budget increase requests) with tax credit assumptions consistent with the Petition. CenterPoint also provided 
estimates using the lower bound of the FEED study uncertainty range (capital cost estimate -25%) and with alternative tax 
credit assumptions. 
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In its initial comments, the Department recommended that the Commission approve CenterPoint’s 
initial budget increase request (not including the contingency portion) but did not make a 
recommendation on whether to approve the Company’s full budget increase request.37 The 
Department notes that, if the Commission were to only approve the Company’s initial budget increase 
request, the Company could file an additional request in the future should it need to further increase 
the Pilot D budget. Therefore, based on the factors discussed above, the Department recommends 
that if the Commission does not eliminate Pilot D, it approve only CenterPoint’s initial budget 
increase request and require the Company to file an additional budget increase request should Pilot 
D’s capital costs increase above the baseline costs estimated by the FEED study.  
 
Further, the Department recommends that if the Commission does not eliminate Pilot D and the 
Commission approves the full budget increase request, it require CenterPoint to report on any use of 
the contingency portion of the budget and to provide evidence of cost increases beyond the 
Company’s control. As noted by CenterPoint in its reply comments, this reporting could be 
incorporated into the Company’s annual NGIA status reports.38 

IV. DEPARTMENT RECOMMENDATIONS  

Based on analysis of the Petition and the information in the record, the Department has prepared 
recommendations, which are provided below. The recommendations correspond to the subheadings 
of Section III above. 

C. CONTINUATION OF PILOT D 

• C.1. The Department recommends that the Commission eliminate Pilot D rather than increase 
the budget to accommodate the increase in cost. 

D. CENTERPOINT’S BUDGET INCREASE REQUEST 

• D.1. The Department recommends that if the Commission does not eliminate Pilot D, it approve 
only CenterPoint’s initial budget increase request and require the Company to file an additional 
budget increase request should Pilot D’s capital costs increase above the baseline costs 
estimated by the FEED study. 

• D.2 The Department recommends that if the Commission does not eliminate Pilot D and the 
Commission approves the full budget increase request, it require CenterPoint to report on any 
use of the contingency portion of the budget and to provide evidence of cost increases beyond 
the Company’s control. As noted by CenterPoint in its reply comments, this reporting could be 
incorporated into the Company’s annual NGIA status reports. 

 

 

37 Department Initial Comments at 5. 
38 CenterPoint Reply Comments at 5. 
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I, Sharon Ferguson, hereby certify that I have this day, served copies of the 
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Minnesota Department of Commerce 
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Docket No. G008/M-23-215 
 
Dated this 27th day of March 2026 
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 ! "#$% &#''()% *#$%+*#$%,#''()%-%./ 0012 345�678.9#:;<9-=/>�?#7@A�BC>DE55FGHIJJK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); P =$.M@ &#(.M A$.M@-,#(.M+'/M-,#( QM#%/@.M&#((7%@,)/@#%A&#MR#M)/@#% 5OIIB),&#MS;.0<.�=L&$)M;.A/#%TU>�HOEFDK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); V W.%.M@, &#((.M,.0//#M%.XA ,#((.M,.-)//#M%.XA+)Y-A/)/.-(%-7A C''@,.�#'�/$.0//#M%.XW.%.M);�GZ.R)M/(.%/#'�&#((.M,. JJO�B@%%.A#/)=/M../�=7@/.5JII=/-�2)7;�BN>OO5I5K%@/.9�=/)/.A L;.,/M#%@,=.M<@,. [.A HEGH5OC''@,@);  ".)% &#(A/#,S *.)%-,#(A/#,S-9\,,+Y()@;-,#( =/-�2)7;�EOI 4HF�D/$�=/�L=/-�2)7;�BN>OO5IDK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); ] W.#MY. &M#,S.M Ŷ @;;,+%)̂ #-#MY N#M/$�0(.M@,)%T)/.M�C''@,. OIFE�_.)/A0<.%7.?)S.�L;(#BN>�OOIJHK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); ̀ "#A.R$ Z)((.; 9)((.;+'M.A$G.%.MYX-#MY QM.A$�L%.MYX JI3�=)@%/2./.M�=/�=/.EOI=/-�2)7;�BN>OO5IHK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); a =./$ Z.B.MM@// A./$-9.(.MM@//+,.%/.MR#@%/.%.MYX-,#( &.%/.M2#@%/L%.MYXB@%%.A#/)�W)A OIO�N@,#;;./B);;B@%%.)R#;@ABN>�OOJIHK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); b ")(.A Z.%%@A/#% *)(.A-M-9.%%@A/#%+8,.;.%.MYX-,#( c,.;�L%.MYX=.M<@,.A>�d%,- J5J�N@,#;;./B);;>�JI5G3B@%%.)R#;@ABN>�OOJI5K%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); e 1X)% Z#7Y$.M/X MX)%+Y.#.8,$)%Y.-#MY W.#/$.M();L8,$)%Y.CMY)%@f)/@#% E5H�=�J/$�=/=/.�5II=21dNWQdL?Zd?>�DH4I5K%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@); g "- ZM)S.h)(@;/#% $)(@;/#%+'M.A$G.%.MYX-#MY QM.A$�L%.MYX JI3�=/�2./.M=/�=/.�EOI=)@%/�2)7;�BN>OO5I5K%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@);]! :M@)% L9A/M#( \M@)%.+,7\(@%%.A#/)-#MY &@/@f.%A�K/@;@/X:#)M9�#'B@%%.A#/) EEH�B@%%.A#/)=/=/.�T5EDI=)@%/�2)7;�BN>OO5I5K%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@);]P &)@/;@% L@,$/.% .@,$/.%+'M.A$G.%.MYX-#MY QM.A$�L%.MYX JI3�=/�2./.M=/�iEOI=/-�2)7;�BN>OO5IHK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@);]V "#$% Q)MM.;; *')MM.;;+@;AM-#MY d%A/@/7/.�'#M?#,);�=.;'G1.;@)%,. H4HI�L-�HH%9=/d%A/@/7/.�'#M?#,);�=.;'G1.;@)%,.B@%%.)R#;@ABN>�OOJIDK%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@);] =$)M#% Q.MY7A#% A$)M#%-'.MY7A#%+A/)/.-(%-7A Z.R)M/(.%/#'�&#((.M,. 3O�4/$�2;),.�L=/.�H3I=)@%/�2)7;�BN>OO5I5GH5F3K%@/.9�=/)/.A L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@);]] B@S. Q@/.M()% (@S.'@/.M()%+;@\.M/X9@<.MA@'@.9-,#( ?@\.M/XZ@<.MA@'@.9 ODII�Nh@Y$̂ )X�5DF L;.,/M#%@,=.M<@,. N# HEGH5OC''@,@);
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 !"#$!%"&'!%( )&!!#%*'(&+),-�../01234567!&"#8�9"%"#+:; <=>%+ ?$%!>' (@$%!>'A(&=!%B$'>C>'D < 7,E 1F�<&""(#G%!%8%�H8�I<&""(#�G%!%8%),-�..FFJ7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(:M N%$O(( ?=#!"#+ #!#$BOA=+BC>'D 79PG'$*'$%"&'! ..4�Q�E8%D+9"GR&>%B'� <-6466F7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(:S I8T%$8 P%$K#O B%$K#O#8A%'(C>'D H#+&8#!># 30�<%T"'!�9"9%&!"�U%=(�),-..F407!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(:V N#WW&# P'#""#( 8#WW&#CB'#""#(AR#!!#*&!C=+ U%$"!#$+R&*�'!Q%+"#�%!8I!#$BO 0J1.�QR&"#X#%$�EK#�,9"#�3.4)%*(#T''8),-�..F457!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(:Y Z'88�[C P=#$$#$' "'88CB=#$$#$'A\="%\$'>\C>'D ]="%\�H'>\�<<U 9=&"#�FJ.4004�9'="R9&̂"R�9"$##")&!!#%*'(&+),-�../402F/0.7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;_ )%""R#TX %̀$$&+ D%""CWCR%$$&+A >̂#(#!#$BOC>'D aGI<�I,IHPb /4F�,&>'((#")%((�?<�1)&!!#%*'(&+),-�../4F7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;c ]&D %̀K#O \&DCR%K#OAD&!!#%*'(&+D!CB'K G&"O�'@)&!!#%*'(&+ 3.4�9'="R�."R9"$##"-9=&"#�3F.))&!!#%*'(&+),-�../F.7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;d UR&(&* %̀O#" *R%O#"Ae\#!!C>'D [C�]#!!#8O�%!8E++'>&%"#+-� !>C .J4�G'('!&%(U%$\�N$&K#9=&"#�34.H'+T#((�PE-344J.23JJ47!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;f E8%D #̀&!#! %R#&!#!A8%\'"%#(#>"$&>C>'D N%\'"%�I(#>"$&>E++'>&%"&'! /344�004"R�9"Q?%$D&!B"'!),-�..40/7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;: )&\# #̀!>R#! DR#!>R#!A$D&C'$B H'>\O�)'=!"%&! !+"&"="#�gH) h !=((�!=((-�!=((7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;; E!!#"# #̀!\#( D=&AD!="&(&"O&!K#+"'$+C'$B )&!!#+'"%�7"&(&"O !K#+"'$+ /F3�Q%>'="%9"$##"i0349"CU%=(�),-..F4F7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;M ['O(O!�G '̀@@D%!)%(=#B e'O(O!CR'@@D%!D%(=#BAT#>#!#$BOB$'=*C>'D )&!!#+'"%I!#$BOH#+'=$>#+ 061.�F/."R�9"QH'+#D'=!"),-�..4617!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;S )&>R%#( '̀**# (=03A&W#T03C'$B <'>%(�7!&'!�03- CXCICQC //.�I"!%9"$##"9"#C�6F9"C�U%=(�),-..F467!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(;V ?$%!\ '̀$!+"#&! @$%!\CR'$!+"#&!AD&!!#%*'(&+D!CB'K G&"O�'@)&!!#%*'(&+ 3.4�9'="R�."R9"$##")&!!#%*'(&+),-�../F.7!&"#8�9"%"#+ I(#>"$'!&>9#$K&># ,' 0320F.L@@&>&%(
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 ! "##$ %&'()*(+,-& (##$./&'()*(+,(&01(&+(*2-/&+(&(*'3.1-# 4(&+(*5-/&+"&(*'3 676�8/1-99(+:$995;�<-=�6>7?@:/&&($2-9/,:8A�66B7CD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( H(, C?ICJ6;KK/1/$9LM N*$G/, O$1-),-& +*$G/,.P$1-),-&0#EQ.1-# R*($+�59$/&,8$+Q*$9�R$,4-#2$&3 B77�8�B+S�F+</,#$*1T�8UA6@67JD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9LV O-S& O$/#(W P-S&.P$/#(W0S(&&(2/&.Q, "&G/*-&#(&+�X"&(*'3U(2$*+#(&+Y7J�B+S�ZG(�F:/&&($2-9/,:8A�66BJ6D&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9L[ Z9$& O(&T/&, $P0P(&T/&,$+9$\.1-# O(&T/&,�$+�]$\ C>67�H(99-\+$/9ZG(.:$*$+S-&�̂]A??767D&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9L_ /̀1S$*E O-S&,-& */1TP-S&,-&01-W(&.1-# 4-W(&�;a4-&&-* J67�F.�6+SF+*((+FQ/+(�JC77:/&&($2-9/,:8A�66B7CD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9Lb F$*$S O-S&,-&5S/99/2, ,P2S/99/2,0,+-(9.1-# F+-(9�̀/G(,�]]5 ??�F-Q+S�F/=+SF+*((+FQ/+(�BC77:/&&($2-9/,:8A�66B7CD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9L <*(&E$& O-*E$& )P-*E$&0'2/,E.&(+ R*($+�59$/&,%&,+/+Q+(�X</-(1-&-#34-$9/+/-&�-K�:8 C@7J�CJ,+�ZG(F�F+(�CC7:/&&($2-9/,:8A�66B7YD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9LL 49/KK c$(S9(* 19/KK.T$(S9(*0&-G(9(&(*'3.)/W 8-G(9�"&(*'3F-9Q+/-&,�]]4 BYJ7�<9$39-1Td$3%&G(*�R*-G(e(/'S+,�:8A667YfD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9Lg U$G/E c$/9)-Q*&( (ET0*(G9&'.1-# "̀h�]8RA�]]4 J77C�"#2,-&ÈD93,,(,�5ZAJf>B@D&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9Li U c$9#-& ET$9#-&0#\#-.-*' :/,,/,,/22/d$+(*,S(E:$&$'(#(&+;*'$&/W$+/-& C6CC�:$*,S$99F+�8":/&&($2-9/,:8A�66BJ@I??C>D&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9L! d/99/$# c(&\-*+S3 \/990G-+(,-9$*.-*' J�F-Q+SU($*)-*&�F+F+(�C7774S/1$'-�%]Af7f7?D&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9gM F$#Q(9<. c(+1SQ# ,T(+1SQ#0T(&&(E3I'*$G(&.1-# c(&&(E3�XR*$G(&A4S$*+(*(E J67�F�6+S�F+F+(�Y77:/&&($2-9/,:8A�66B7CD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9gV *̂$&T c-S9$,1S K*$&T.T-S9$,1S0,+$+(.#&.Q, :/&&(,-+$5-99Q+/-&4-&+*-9Z'(&13 6C7�]$K$3(++(È�8.F+.�5$Q9�:8A66J66D&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9g[ c39(�̀. c*-99 TT*-990\/&+S*-2.1-# d/&+S*-2�Xd(/&,+/&(A�5.Z. CC6�F-Q+SF/=+S�F+*((+FQ/+(�?677:/&&($2-9/,:8A�66B7CD&/+(E�F+$+(, "9(1+*-&/1F(*G/1( 8- C?ICJ6;KK/1/$9
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 ! "#$%&&' ()*+', -.)*+',/0,'12',3-01+4$%3 5,'12',6#--'+%21�51+78-$4 9:;;�<1,=#-1&>-?@�A%B�C:DE1,#F1)&2�6"7GG;H9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1& P A,'-=1 (Q&' F.Q&'/+2*1)&$R13F',4$%3 J24�?1)&�S,'1<R13F',�%O<%33',$' T;9�"�U%F',2J2,''2J)#2'�9G;J2�?1)&�6"7GG9;9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1& V <1,3'& >1-'Q $1,3'&4&1-'Q/+2%'&4$%3 J2%'&�U#L'+�>>? MM�J%)2R�J#B2RJ2,''2J)#2'�TH;;6#--'1*%&#+6"7�GGT;HI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1& W A'2+Q >1-0 F'2+Q4&1-0/$'-2',*%#-2'-',0Q4$%3 <'-2',?%#-2K-',0Q6#--'+%21�51+ G;G�"#$%&&'2SL'�61&&7�M,=E&%%,6#--'1*%&#+6"7�GGT;HI-#2'=�J212'+ K&'$2,%-#$J',L#$' X'+ HMNH9G@OO#$#1&  J13)'& >'R, +134&'R,/,-0$%1&#2#%-4$%3 <%1&#2#%-�O%,U'-'Y1F&'"12),1&�51+ 9;9C�>�J2ZG9MJ1$,13'-2%<S7�:GD9TI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1& [ U%F',2 >'3+ 1=3#-#+2,12#%-/=32N$0+4$%3 \6]�<&'1,�51+J%&)2#%-+ 9:9HG�Ĵ9HG2R�<2])1&12#-�@U7:C;_HI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1& ̀ U1$R'& >'%-1,= ,1$R'&4&'%-1,=/$#43%-2#$'&&%43-4)+ <#2Q�%O6%-2#$'&&% G;G�̂1&-)2�J2J2'�96%-2#$'&&%�6"7GGM_HI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&[a S--#' >'L'-+%-E1&. 1--#'&O/$)F3#--'+%214%,0 <#2#b'-+�I2#&#2QA%1,=�%O6#--'+%21 MMH�6#--'+%21J2,''27�J)#2'^9M_;J24�?1)&�6"7GG9;9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&[c S3Q >#F',.%Y+.#13Q414&#F',.%Y+.#/B$'&'-',0Q4$%3 d$'&�K-',0Q T9T�"#$%&&'261&&C2R�E&%%,6#--'1*%&#+6"7�GGT;9N9::MI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&[e K,#$ >#*31- ',#$4&#*31-/+212'43-4)+ @OO#$'�%OS=3#-#+2,12#L'f'1,#-0+ ?@�A%B�_T_H;J24�?1)&�6"7GG9_TN;_H;I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&[! g1+%- >%%+ h1+%-4&%%+/$'-2',*%#-2'-',0Q4$%3 <'-2',?%#-2K-',0QU'+%),$'+<%,*4 G;G�"#$%&&'261&&M,=�E&%%,6#--'1*%&#+6"7�GGT;HI-#2'=�J212'+ K&'$2,%-#$J',L#$' X'+ HMNH9G@OO#$#1&[P (1L#21 61#-# .31#-#/Y#4,,4$%3 (6�K-',0Q<%-+)&2#-07�>>< :_9�"�>%+2^%%=+�U=@$%-%3%Y%$^87�GM;__I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&[V <R,#+2#-' 61,i)#+ ,'0)&12%,Q4,'$%,=+/B$'&'-',0Q4$%3 d$'&�K-',0Q T9T�"#$%&&'261&&6"99D;N;CN6<S6#--'1*%&#+6"7�GGT;9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&[W K3#&Q 61,+R1&& '31,+R1&&/&%),#+31,+R1&&4$%3 6#&&',�@jA,#'-g'-+'-7�?S 9H;�J4�_2RJ2,''2J)#2'�HT;;6#--'1*%&#+ K&'$2,%-#$J',L#$' "% HMNH9G@OO#$#1&
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March 27, 2026





Sasha Bergman
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. G-008/M-23-215





Dear Ms. Bergman,



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

In the Matter of CenterPoint’s Natural Gas Innovation Plan.

The Petition was filed by CenterPoint Energy on January 22, 2026.



The Department recommends that the Commission eliminate CenterPoint’s NGIA Pilot D. The Department is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,





/s/ Dr. SYDNIE LIEB  

Assistant Commissioner of Regulatory Analysis  





Analyst(s) TW/MZ/ad
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Before the Minnesota Public Utilities Commission

		

Comments of the Minnesota Department of Commerce



Docket No. G-008/M-23-215



[bookmark: _Toc174055957]INTRODUCTION 

On March 17, 2026, CenterPoint Energy (CenterPoint or the Company) filed reply comments in regard to its request for approval of budget modification for its Natural Gas Innovation Act (NGIA) Pilot D.[footnoteRef:2] The Company requested to increase the Pilot D budget by $1,404,384 and to transfer this amount from either the Pilot C budget (the Company’s preferred option) or the reserve funds for R&D pilots.[footnoteRef:3] The  total requested budget increase includes an initial increase of $468,412 and a contingency increase of $935,972.[footnoteRef:4] CenterPoint’s reply comments responded to the Department’s questions regarding how the Company determined the contingency portion of its requested budget increase.[footnoteRef:5] CenterPoint also addressed in its reply comments other parties’ comments on the contingency increase, concerns about the ongoing cost-effectiveness of Pilot D, ongoing concerns regarding the Pilot as a whole, and requests for additional information. [2:  In the Matter of CenterPoint Energy’s Natural Gas Innovation Plan, CenterPoint Energy, Reply Comments, March 17, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-229381-01 (hereinafter, “CenterPoint Reply Comments”).]  [3:  Request for Approval of Budget Modification and Compliance Filing, CenterPoint Energy, January 22, 2026, Docket No. G-008/M-23-215, (eDockets) 20261-227270-01 (hereinafter, “Petition”) at 5-6.]  [4:  Id., at 6.]  [5:  CenterPoint Reply Comments at 11.] 


[bookmark: _Toc174055958]PROCEDURAL BACKGROUND  

		June 26, 2021

		Governor Walz signed Minnesota’s Natural Gas Innovation Act into law establishing a regulatory framework for natural gas utilities to contribute to meeting Minnesota’s greenhouse gas reduction and renewable energy goals through the development of “innovation plans” using “innovative resources.”[footnoteRef:6] [6:  Minnesota Laws 2021, 1st Special Session, ch.4, art. 8, §§ 20-21, 27.] 






		June 28, 2023

		CenterPoint filed its Natural Gas Innovation Plan.[footnoteRef:7] [7:  CenterPoint Energy, Petition, June 28, 2023, Docket No. G-008/M-23-215, (eDockets) 20236-196995-01.] 






		March 15, 2024



		CenterPoint filed reply comments describing modifications to its Natural Gas Innovation Plan in response to parties’ comments and various changes to circumstances.[footnoteRef:8] [8:  Reply Comments, CenterPoint Energy, March 15, 2024, Docket No. G-008/M-23-215, (eDockets) 20243-204399-04 (hereinafter, “CenterPoint Modified NGIA Plan”).] 






		October 9, 2024

		The Public Utilities Commission (Commission) approved CenterPoint’s Natural Gas Innovation Plan. as described in CenterPoint’s March 15, 2024 reply comments, with modifications.[footnoteRef:9]  [9:  Order Approving Natural Gas Innovation Plan with Modifications, October 9, 2024, Docket No. G-008/M-23-215, (eDockets) 202410-21085-01 (henceforth, “Order Approving NGIA Plan with Modifications”).] 






		May 30, 2025

		CenterPoint Energy filed its first NGIA annual status report for activities during calendar year 2024.[footnoteRef:10] [10:  CenterPoint Energy, Report, May 30, 2025, Docket No. G-008/M-23-215, (eDockets) 20255-219457-01.] 






		March 6, 2025

		The Commission accepted CenterPoint’s annual status report, approving the continuation of all pilots within CenterPoint’s plan without modification and requiring CenterPoint to file a notification if the Pilot D timeline is delayed in a way that may jeopardize the receipt of expected federal tax credits.[footnoteRef:11]  [11:  Order, November 13, 2025, Docket No. G-008/M-23-215, (eDockets) 202511-224543-01.] 






		January 22, 2026

		CenterPoint filed its request for approval of budget modification and compliance filing. The requested budget modification included an increase of the Pilot D budget by $1,404,384 and a proposal to move this amount from either the Pilot C budget or the R&D reserve funds.[footnoteRef:12] [12:  Petition.] 






		January 30, 2025

		The Commission issued a notice of comment period.[footnoteRef:13] [13:  Notice of Comment Period, January 30, 2026, Docket No. G-008/M-23-215, (eDockets) 20261-227659-01.] 






		March 3, 2026

		The Department, Fresh Energy, the Citizens Utility Board of Minnesota (CUB), and the Office of the Attorney General, Residential Utilities Division (OAG-RUD) filed their initial comments.[footnoteRef:14],[footnoteRef:15],[footnoteRef:16],[footnoteRef:17] [14:  Department, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228863-01 (hereinafter, “Department Initial Comments”).]  [15:  Fresh Energy, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228886-01.]  [16:  CUB, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228883-01 (hereinafter, “CUB Initial Comments”).]  [17:  OAG-RUD, Comments, March 3, 2026, Docket No. G-008/M-23-215, (eDockets) 20263-228876-01.] 






		March 17, 2026

		CenterPoint filed its reply comments.[footnoteRef:18] [18:  CenterPoint Reply Comments. ] 








Topic(s) open for comment: 

Should the Commission approve, modify, or deny CenterPoint’s request to increase its 5-year budget for its hydrogen blending pilot by $1,404,384?

If the Commission approves CenterPoint’s request to increase the pilot’s 5-year budget, should the Commission order CenterPoint to use excess funds from Pilot C, R&D Reserve Funds, or another source to cover this increase?

Is CenterPoint’s updated 5-year budget for this pilot project reasonable?

Are there any other issues or concerns related to this matter?



Below are the supplemental comments of the Department regarding the Petition.

Department analysis 

FEED Study 25% Range

Department Request



CenterPoint derived the contingency portion of its budget increase request from an assumed 25 percent accuracy range included in its front-end engineering design (FEED) study for Pilot D.[footnoteRef:19] In other words, the full budget increase request, including the contingency, assumes capital costs 25 percent higher than estimated by the FEED study. In its initial comments, the Department requested that CenterPoint explain how the FEED study selected 25 percent for the accuracy range.[footnoteRef:20] [19:  Petition at 6.]  [20:  Department Initial Comments at 5.] 




CenterPoint’s Reply



In its reply comments, CenterPoint explained that preliminary engineering estimates typically assume a 15 to 25 percent accuracy range.[footnoteRef:21] Standby Systems, which completed the FEED study for CenterPoint, conservatively chose 25 percent given the developing state of the green hydrogen industry.[footnoteRef:22]  [21:  CenterPoint Reply Comments at 11.]  [22:  Ibid.] 




CenterPoint also noted that, if the Commission were to approve CenterPoint’s full budget increase request, the contingency budget increase and full budget increase would make up 15.4 percent and 23.2 percent of Pilot D’s updated five-year plan budget, respectively.[footnoteRef:23] The Company noted that the Commission, in comparison, previously approved a 26.3 percent contingency budget for Xcel’s electrolyzer pilot. [23:  Ibid.] 




Department Analysis



The Department recognizes that, if the Commission were to approve CenterPoint’s full budget increase request, then the contingency amount would comprise a relatively small portion of the total updated Pilot D budget compared to the contingency budget that the Commission approved for a comparable Xcel pilot. However, the Department remains concerned about the magnitude of the contingency portion, particularly given that CenterPoint did not request a contingency budget for Pilot D in its initial NGIA plan. CenterPoint did not indicate in its reply comments that the 25 percent uncertainty range in the FEED study was chosen based on new uncertainties that were not present at the time of the Company’s initial cost estimate. Therefore, the Department is concerned that the Company’s initial Pilot D budget, which the Commission approved in its October 9, 2024 Order,[footnoteRef:24] did not properly reflect the pilot’s level of cost uncertainty. [24:  Order Approving NGIA Plan with Modifications, at 33.] 


Impact of Increased Capital Costs on Anticipated ITC Benefit

Department Request



In its initial comments, the Department noted that CenterPoint assumed Pilot D’s anticipated investment tax credit (ITC) benefits would not be impacted by the increased capital costs in the contingency budget increase request.[footnoteRef:25] This assumption resulted in a 28 percent contingency increase in revenue requirements for capital projects, despite only a 25 percent increase in capital costs. [25:  Department Initial Comments at 6.] 




CenterPoint’s Reply



In its reply comments, CenterPoint explained that Pilot D’s ITC benefit depends on the solar components of the project, not the project’s overall capital costs.[footnoteRef:26] Since the solar industry is relatively well established and therefore solar capital costs are relatively certain, the Company assumed that the 25 percent accuracy range in the FEED study was attributed to hydrogen-related components. These components would not be eligible for additional ITCs.[footnoteRef:27]  [26:  CenterPoint Reply Comments at 11.]  [27:  Ibid.] 




Department Analysis



The Department appreciates CenterPoint’s explanation for its assumption of unchanged ITC amounts in the initial and contingency budgets. The Department agrees that CenterPoint can expect the contingency portion of the budget to address hydrogen-related components of the project, and not solar components. The Department does not have any further concerns in this matter.



Continuation of Pilot D



In its initial comments, CUB recommended that the Commission eliminate Pilot D rather than approving CenterPoint’s budget increase request.[footnoteRef:28] This recommendation aligns with the Department’s recommendation to reject Pilot D in its January 16, 2024 comments.[footnoteRef:29] Since the Commission approved the pilot, the Department chose not to readdress concerns with the pilot in its initial comments and instead focused only on the budget increase request.[footnoteRef:30] However, at this time the Department revisits its concerns given the analysis provided by other parties and the Company’s responses. [28:  CUB Initial Comments at 4.]  [29:  Department, Comments, January 16, 2024, Docket No. G-008/M-23-215, (eDockets) 20241-202261-02 (hereinafter ”NGIA Comments”).]  [30:  Department Initial Comments at 3.] 


For example, in CenterPoint’s budget increase request, the company cited the need for a higher-cost custom-built electrolyzer, instead of the packaged unit assumed in its original cost estimate, as a reason for higher estimated costs.[footnoteRef:31] The Company explained that available packaged units would fail to meet cold-weather conditions at the Pilot site. CUB noted in its initial comments that CenterPoint could have used its experience with its existing Minneapolis Green Hydrogen unit to avoid this misstep in its original cost estimate.[footnoteRef:32] CenterPoint explained in its reply comments that packaged systems were not designed to withstand colder climates at the time of the original cost estimate, but that, based on conversations with manufacturers, the Company expected suitable packaged solutions to become available by the start of the pilot’s development.[footnoteRef:33] CenterPoint emphasized that manufacturers were only willing to provide high-level cost estimates and maintained key technical information as proprietary when Standby was conducting its original cost estimate.[footnoteRef:34] Given the uncertainties around cold-weather performance of packaged units and the lack of complete information from manufacturers, the Department questions why CenterPoint did not include contingency funds in its initial cost estimate. As noted in Section A.3 and further supported by the discussion on packaged systems, the Department concludes that the Commission made its decision to accept Pilot D based on incomplete information about the pilot’s cost uncertainties.  [31:  Petition at 3-4.]  [32:  CUB Initial Comments at 4.]  [33:  CenterPoint Reply Comments at 10.]  [34:  CenterPoint Reply Comments at 6.] 




In the Department’s January 16, 2024 comments, it noted that proposed pilot was estimated to cost $66/Dth, or around triple the cost of the proposed renewable natural gas projects (RNG), which by themselves are already far more expensive per DTH than geologic gas.[footnoteRef:35] The increases in costs for Pilot D, and the introduction of a contingency portion due to cost uncertainties, exacerbates the already low cost effectiveness of this pilot without a clear picture of what additional learnings the Company would obtain that CenterPoint is not already able to obtain from its existing hydrogen facility. CenterPoint’s updated cost-effectiveness analysis,[footnoteRef:36] which indicates that the pilot would cost $974 to $1,088 per metric ton of CO2e reduced,[footnoteRef:37] further underscores the Department’s concern. [35:  NGIA Comments at 40-41.]  [36:  CenterPoint Reply Comments at 13.]  [37:  These costs incorporate the FEED study capital cost estimate and the FEED study capital cost estimate + 25% (i.e., the initial and full budget increase requests) with tax credit assumptions consistent with the Petition. CenterPoint also provided estimates using the lower bound of the FEED study uncertainty range (capital cost estimate -25%) and with alternative tax credit assumptions.] 




For these reasons the Department recommends that the Commission eliminate Pilot D rather than increase the budget to accommodate the increase in cost.



CenterPoint’s Budget Increase Request

In this section the Department discusses its recommendations in the event that the Commission does not eliminate Pilot D.

In its initial comments, the Department recommended that the Commission approve CenterPoint’s initial budget increase request (not including the contingency portion) but did not make a recommendation on whether to approve the Company’s full budget increase request.[footnoteRef:38] The Department notes that, if the Commission were to only approve the Company’s initial budget increase request, the Company could file an additional request in the future should it need to further increase the Pilot D budget. Therefore, based on the factors discussed above, the Department recommends that if the Commission does not eliminate Pilot D, it approve only CenterPoint’s initial budget increase request and require the Company to file an additional budget increase request should Pilot D’s capital costs increase above the baseline costs estimated by the FEED study.  [38:  Department Initial Comments at 5.] 




Further, the Department recommends that if the Commission does not eliminate Pilot D and the Commission approves the full budget increase request, it require CenterPoint to report on any use of the contingency portion of the budget and to provide evidence of cost increases beyond the Company’s control. As noted by CenterPoint in its reply comments, this reporting could be incorporated into the Company’s annual NGIA status reports.[footnoteRef:39] [39:  CenterPoint Reply Comments at 5.] 


[bookmark: _Toc174055968]DEPARTMENT RECOMMENDATIONS 

Based on analysis of the Petition and the information in the record, the Department has prepared recommendations, which are provided below. The recommendations correspond to the subheadings of Section III above.

0. Continuation of Pilot D

C.1. The Department recommends that the Commission eliminate Pilot D rather than increase the budget to accommodate the increase in cost.

CenterPoint’s budget increase request

D.1. The Department recommends that if the Commission does not eliminate Pilot D, it approve only CenterPoint’s initial budget increase request and require the Company to file an additional budget increase request should Pilot D’s capital costs increase above the baseline costs estimated by the FEED study.

D.2 The Department recommends that if the Commission does not eliminate Pilot D and the Commission approves the full budget increase request, it require CenterPoint to report on any use of the contingency portion of the budget and to provide evidence of cost increases beyond the Company’s control. As noted by CenterPoint in its reply comments, this reporting could be incorporated into the Company’s annual NGIA status reports.
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