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

In the Matter of Establishing an Estimate of the Costs of Future Carbon Dioxide 
Regulation on Electricity Generation Under Minn. Stat. §216H.06; In the Matter of 
a Commission Investigation into Gas Utility Resource Planning; In the Matter of a 
Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy 
Structures to Meet State Greenhouse Gas Reduction Goals. 

The Investigation in Docket No. G999/CI-21-565 was initiated by the Commission on July 23, 2021. 
 
 
The Department provides its recommendations on the appropriate data source and values for the regulatory 
cost of greenhouse gas emissions for Xcel Energy, CenterPoint Energy, and Minnesota Energy Resource 
Corporation’s upcoming gas integrated resource plans 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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Before the Minnesota Public Utilities Commission 

   

Reply Comments of the Minnesota Department of Commerce 
 

Docket Nos. E999/CI-07-1199; G008, G002, G011/CI-23-117 and G999/CI-21-565. 
 

I. INTRODUCTION  

On August 25, 2025, the Minnesota Public Utilities Commission (Commission) issued a Notice of 
Comment Period in Docket Nos. E999/CI-07-1199; G008, G002, G011/CI-23-117 and G999/CI-21-565.1 
The August 2025 Notice included several topics and the issue of the appropriate data source and 
values for the regulatory cost of greenhouse gas emissions for Xcel Energy, CenterPoint Energy, and 
Minnesota Energy Resource Corporation’s upcoming gas integrated resource plans.  
 
The Department filed its initial comments on November 3, 2025.2 The Department’s 2025 Initial 
Comments provided extensive details regarding the procedural background in Section II of its 
Comments and the Department will not repeat them. Rather, the Department provides additional 
background information below.   

II. PROCEDURAL BACKGROUND   

October 27, 2025 CenterPoint Energy Minnesota Gas (CenterPoint or CPE) filed a compliance 
filing3 to the Commission’s Order clarifying and expanding framework for 
natural gas utility integrated resource planning4 on its methane emissions 
from its natural gas distribution system.  
 

 

1 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals, In the Matter of a Commission Investigation into Gas Utility Resource Planning, and In the 
Matter of Establishing an Estimate of the Costs of Future Carbon Dioxide Regulation on Electricity Generation Under 
Minnesota Statutes § 216H.06, Notice of Comment Period, August 25, 2025, Docket Nos. G999/CI-21-565, 
G008,G002,G011/CI-23-117, and E-999/CI-07-1199, (eDockets) 20258-222376-01. 
2 Minnesota Department of Commerce, Initial Comments, November 3, 2025, Docket Nos. G999/CI-21-565, G008,G002,G011/CI-
23-117, and E-999/CI-07-1199, (eDockets) 202511-224600-01, (hereinafter “Department’s 2025 Initial Comments”). 
3 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals. In the Matter of a Commission Investigation into Gas Utility Resource Planning, 
CenterPoint Energy, Compliance Filing, October 27, 2025, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, 
(eDockets) 202510-224306-01, (hereinafter “CPE October 2025 Compliance Filing”). 
4 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Order 
Clarifying and Expanding Framework For Natural Gas Integrated Resource Planning, October 28, 2024, Docket Nos. 
G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202410-211361-02, (hereinafter “October 2024 Framework 
Order”). 

https://efiling.web.commerce.state.mn.us/documents/%7B7069E298-0000-CD19-8AF3-BFEB40D258D4%7D/download?contentSequence=0&rowIndex=3
https://efiling.web.commerce.state.mn.us/documents/%7B20894A9A-0000-CD3B-8B68-EA437381081C%7D/download?contentSequence=0&rowIndex=1
https://efiling.web.commerce.state.mn.us/documents/%7B506C279A-0000-C716-B872-DEBA2E7F5552%7D/download?contentSequence=0&rowIndex=9
https://efiling.web.commerce.state.mn.us/documents/%7B10C8D392-0000-CD32-9AA3-0C989AB58883%7D/download?contentSequence=0&rowIndex=8
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October 28, 2025 Northern States Power Company doing business as Xcel Energy (Xcel),5 and 
Minnesota Energy Resources Corporation (MERC),6 submitted compliance 
filings on the methane emissions of their respective natural gas distribution 
systems.  
 

October 31, 2025 Several parties submitted Comments in this proceeding: 1) Minnesota 
Center for Environmental Advocacy (MCEA), Fresh Energy (FE) and Sierra 
Club (SC) filed joint comments7 (collectively, the Clean Energy Organizations 
or CEOs); 2) CPE8; 3) MERC9; and 4) Xcel.10  
 

November 3, 2025 Department filed its initial comments in the proceeding.11  
 

 
Topic(s) open for comment:  
 

• Are the values established for Minn. Stat. § 216H.06 and last approved in Docket No. E999/CI- 
07-1199 in the Commission’s December 19, 2023 Order appropriate for use in Xcel Energy, 
CenterPoint Energy, and Minnesota Energy Resource Corporation’s upcoming IRPs? 

• If the current values established in the instant docket are not appropriate, what data 
source and update timeframe should be used for the regulatory cost of GHG emissions 
values for natural gas IRPs? 

• How does your recommendation account for the timing of a Commission decision on this 
topic with the need for modeling inputs for Xcel’s Gas IRP due July 1, 2026? 
Are there other issues or concerns related to this matter? 
 
 

 

5 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Xcel 
Energy, Compliance Filing, October 28, 2025, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 
202510-224321-01. 
6 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, 
Minnesota Energy Resource Corporation, Compliance Filing, October 28, 2025, Docket Nos. G999/CI-21-565 and 
G008,G002,G011/CI-23-117, (eDockets) 202510-224325-01. 
7 Minnesota Center for Environmental Advocacy, Fresh Energy and Sierra Club, Initial Comments, October 31, 2025, Docket 
Nos. G99/CI-21-565, G008,G002,G011/CI-23-117, and E999/CI-07-1199, (eDockets) 202510-224503-01, (hereinafter “CEOs 
2025 Initial Comments”). 
8 CenterPoint Energy, Initial Comments, October 31, 2025, , Docket Nos. G99/CI-21-565, G008,G002,G011/CI-23-117, and 
E999/CI-07-1199, (eDockets) 202510-224515-01, (hereinafter “CPE’s 2025 Initial Comments”). 
9 Minnesota Energy Resources Corporation, Initial Comments, October 31, 2025, Docket Nos. G99/CI-21-565, 
G008,G002,G011/CI-23-117, and E999/CI-07-1199, (eDockets) 202510-224490-01, (hereinafter “MERC’s 2025 Initial 
Comments”). 
10 Xcel Energy, Initial Comments, October 31, 2025, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117(eDockets) 
202510-224471-01, (hereinafter “Xcel’s 2025 Initial Comments”). 
11Department’s 2025 Initial Comments. 

https://efiling.web.commerce.state.mn.us/documents/%7BA01B2B9A-0000-C512-AAC7-D7D21E8082D2%7D/download?contentSequence=0&rowIndex=7
https://efiling.web.commerce.state.mn.us/documents/%7BE0992B9A-0000-C419-A3B1-E554010A82F2%7D/download?contentSequence=0&rowIndex=8
https://efiling.web.commerce.state.mn.us/documents/%7BE0D73B9A-0000-C57F-AE1F-001E1364DD69%7D/download?contentSequence=0&rowIndex=4
https://efiling.web.commerce.state.mn.us/documents/%7BC0C63B9A-0000-C31E-8FD7-625B8004E9C6%7D/download?contentSequence=0&rowIndex=6
https://efiling.web.commerce.state.mn.us/documents/%7B90883B9A-0000-C718-8C66-29D568C29903%7D/download?contentSequence=0&rowIndex=3
https://efiling.web.commerce.state.mn.us/documents/%7BC0213B9A-0000-C338-A013-146AE287B664%7D/download?contentSequence=0&rowIndex=2
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III. DEPARTMENT ANALYSIS  

The Department summarizes the other parties’ initial comments and provides its analysis below. 

A. DEPARTMENT’S RESPONSE TO OTHER PARTIES’ INITIAL COMMENTS 

A.1. MERC 
 

In MERC’s 2025 initial comments, MERC states the following:12 

As recognized by the Commission, the regulatory cost of GHG emissions 
needs to be discussed as it will be an important consideration within Gas 
IRP scenarios.  

MERC wishes to inform the Commission that the Company continues to 
evaluate the regulatory cost of GHG emissions and the role it should play 
within the context of Gas IRPs. MERC looks forward to reviewing the 
comments of other parties and intends to file more robust comments on 
or before the Reply Comment period closes in November. 

In its initial comments, MERC did not substantively address the Commission’s August 2025 Notice, 
However, MERC intends to address the Commission’s August 2025 Notice in its reply comments.   
 

A.2. CENTERPOINT 
 
In its 2025 initial comments, CPE recommended establishing a lower regulatory cost of carbon value of 
$0; it did not take a position on the upper bound of the regulatory cost of carbon value; finally, it 
recommended an effective date of 2030. CPE stated the following:13 

Ultimately, CenterPoint Energy is concerned that leveraging the regulatory 
cost carbon as a decarbonization tool instead of as an input intended to 
improve the accuracy of utility models will result in the establishment of 
regulatory cost values that far exceed actual anticipated near-term 
regulatory costs and will unintentionally impact the deployment of various 
innovative technologies currently being piloted through our Natural Gas 
Innovation Act (NGIA) Innovation Plan.  

The carbon regulation contemplated by the regulatory cost of carbon 
involves a direct cost to utilities for every short ton of CO2 emitted, similar 
to how a carbon tax might function. Several of the innovative technologies 
CenterPoint Energy is pursuing through the NGIA, including renewable 
natural gas (RNG) and gas heat pumps, do not eliminate end-use emissions 

 

12 MERC’s 2025 Initial Comments at 2. 
13 CPE’s 2025 Initial Comments at 3-4. 
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and thus could subject CenterPoint Energy to these hypothetical 
regulatory costs if they were more widely deployed.  

[…] A high regulatory cost of carbon right now may simply promote halting 
gas system expansion, because the ability to deploy other scalable 
solutions in response to high regulatory costs are limited during the 
current pilot phase of NGIA. Ultimately, CenterPoint Energy’s concern is 
that by establishing an upper regulatory cost of carbon value that is based 
on ambitious climate change policy instead of the costs most likely to be 
faced by utilities within the next five to ten years, the Commission may 
unintentionally limit the Company’s ability to plan for and deploy the 
various innovative resources currently being piloted under the NGIA. Such 
a result would contradict the legislature’s interest in a broad range of 
innovative technologies. 

While CenterPoint Energy is concerned that a high upper regulatory cost value could unintentionally 
limit the Company’s ability to plan for and deploy innovative resources currently being piloted under 
the NGIA—for example, technologies like renewable natural gas (RNG) and gas heat pumps—it is 
unclear to the Department how that hindrance would occur. With everything else held constant, a 
higher upper regulatory cost of carbon applied to anthropogenic sources like stoves that use geologic 
gas, would result in a favorable economic comparison of RNG to geologic gas.    
 
CPE also stated the following:14 

A $0 lower regulatory cost value represents a future in which no carbon 
regulations are put in place, or at least none that result in a direct cost to 
utilities and their customers through policies such as a carbon tax. This 
scenario would occur for a number of reasons. For example, it may be that 
no additional carbon legislation is enacted at the state or federal level, 
either because of changes in state and federal policy or because existing 
legislation is successful in reducing greenhouse gas emissions. It may also 
be that near term climate action at the state and federal level consists of 
incentives (carrots), instead of penalties (sticks). This is consistent with 
what we’ve seen thus far at the state level with legislation like the NGIA.  

The current stance on climate policy at the federal level likely limits the 
potential for future carbon regulation and the Company recommends the 
Commission takes this into consideration when establishing the lower 
bound of regulatory costs.  

[…] A 2030 effective date considers both the federal election cycle – with 
the next federal election slated for 2028 – and the International Monetary 

 

14 CPE’s 2025 Initial Comments at 4-5. 
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Fund’s (IMF) 2022 research paper,9 which served as the basis for the $75 
upper regulatory cost of carbon value adopted by the Commission in 2023. 
The 2022 IMF research paper noted that a carbon floor price of $75 per 
metric ton of CO2 by 2030 for high income nations would be sufficient to 
keep global warming below 2.0 degrees Celsius. By moving the effective 
date for the regulatory cost of carbon from 2028 to 2030, the Commission 
could address the political position of the current federal administration 
while not extending the effective date beyond what was recommended in 
the IMF research paper which served as the basis for the current $75 
maximum regulatory cost value. [Citation omitted]. 

 
A $0 value for the regulatory cost of carbon would be inconsistent with recent Commission Orders. In 
its December 2023 Regulatory Costs Order,15 the Commission declined to set the lower bound of the 
regulatory cost value at $0, as it would, in effect, discontinue analysis of future regulatory costs. On 
March 27, 2024, the Commission issued an Order establishing a framework for natural gas utility 
integrated resource planning.16 Ordering paragraph 15 of the March 2024 Framework Order states the 
following:17 

15. Utilities should address risk and uncertainty of demand, availability, 
and price for all resource options included in resource plans, and costs to 
comply with any regulation of greenhouse gas emissions. [Emphasis 
added.] 

In its June 28, 2024 Comments,18 Center for Energy and Environment (CEE) offered two possible 
methods by which to quantify the cost of regulation. CEE stated the following:19 

This consideration in natural gas IRPs is analogous to the consideration of 
the costs of future carbon dioxide regulation, also called the regulatory 
cost of carbon, on electricity generation in electric resource planning, 
which is required by Minnesota Statute §216H.06. On December 19, 2023, 
the Commission established a range of regulatory costs of carbon dioxide 
emissions of $5 to $75 per short ton to be applied to electric resource plans 
and other dockets related to acquiring resources for generating electricity. 
The Commission’s Order directs electric utilities to apply the regulatory 

 

15 Order Addressing Environmental and Regulatory Costs, December 19, 2023, Docket Nos. E-999/CI-07-1199, E-999/DI-22-
236, and E-999/CI-14-643, (eDockets) 202312-201351-02, (hereinafter “December 2023 Regulatory Costs Order”). 
16 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Order 
Establishing Framework For Natural Gas Utility Integrated Resource Planning, March 27, 2024, Docket Nos. G999/CI-21-565 
and G008,G002,G011/CI-23-117, (eDockets) 20243-204681-01, (hereinafter “March 2024 Framework Order”). 
17 Id. at 7. 
18 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning., 
Center for Energy and Environment, Comments, June 28, 2024, Docket Nos. 21-565 and 23-117, (eDockets) 20246-208066-
01, (hereinafter “CEE’s 2024 Initial Comments”). 
19 CEE’s 2024 Initial Comments at 7-8.  

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/%7B70B4808E-0000-C216-B523-3BC24CC5B5E9%7D/download?contentSequence=0&rowIndex=73
https://efiling.web.commerce.state.mn.us/documents/%7BE05A5F90-0000-C613-97A7-E7B136915BBA%7D/download?contentSequence=0&rowIndex=61
https://efiling.web.commerce.state.mn.us/documents/%7BE05A5F90-0000-C613-97A7-E7B136915BBA%7D/download?contentSequence=0&rowIndex=61
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cost of carbon dioxide in 2028 and thereafter in modeling and analyses 
included with electric resource planning and acquisitions. 

Similarly, the ECO cost-effectiveness framework includes consideration of 
environmental compliance costs associated with natural gas. In the March 
31, 2023 Decision, the Deputy Commissioner of the Department adopted 
a factor to be used for natural gas environmental compliance impacts in 
ECO cost-effectiveness testing of 1.40 percent of the commodity cost of 
natural gas for 2024 – 2045. The Department explained, “The initial value 
is based solely on proposed federal methane emissions standards that the 
EPA anticipates finalizing in 2024. All other gas environmental compliance 
factors are assumed to be [zero] for this Triennial. We derived the 1.40% 
estimate [sic] based on the EPA’s Regulatory Impact Analysis (RIA) for the 
proposed regulations.” 

The Commission may wish to provide guidance to natural gas utilities 
related to the appropriate values or factors to apply to natural gas IRPs to 
estimate the costs of existing and future regulation of greenhouse gas 
emissions. The two examples provided above represent options to inform 
those values. CEE requests that the natural gas utilities and other 
interested parties comment on the appropriateness of applying either the 
regulatory cost of carbon established through Minnesota Statute 
§216H.06 or the natural gas environmental compliance factor applied 
through ECO to natural gas IRPs through reply comments to this docket. 
[Citations omitted.] 

CPE20 and Xcel21 supported using the values from the ECO cost-effectiveness framework. The 
Department22 and CEOs23 did not oppose the use of this value (CEE’s first method) for the regulatory 
cost of greenhouse gas emissions. CEOs also supported CEE’s second method of using the values 

 

20 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning., 
CenterPoint Energy, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117, 
(eDockets) 20247-208754-02. 
21 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Xcel 
Energy, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20247-
208750-01. 
22 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals. In the Matter of a Commission Investigation into Gas Utility Resource Planning, 
Minnesota Department of Commerce, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-
23-117, (eDockets) 20247-208770-02. 
23 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning., Fresh 
Energy, Minnesota Center for Environmental Advocacy, and Sierra Club, Reply Comments, July 19, 2024, Docket Nos. 
G99/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20247-208748-01, (hereinafter “CEOs 2024 Reply Comments”). 

https://efiling.web.commerce.state.mn.us/documents/%7BB09ACC90-0000-CD3A-B696-5EDF29A672F4%7D/download?contentSequence=0&rowIndex=48
https://efiling.web.commerce.state.mn.us/documents/%7BB099CC90-0000-CD18-8BD8-8F0C88426668%7D/download?contentSequence=0&rowIndex=47
https://efiling.web.commerce.state.mn.us/documents/%7BB099CC90-0000-CD18-8BD8-8F0C88426668%7D/download?contentSequence=0&rowIndex=47
https://efiling.web.commerce.state.mn.us/documents/%7B50DFCC90-0000-C938-A2FD-9B4E75DA7216%7D/download?contentSequence=0&rowIndex=56
https://efiling.web.commerce.state.mn.us/documents/%7BE098CC90-0000-CC15-B1E7-B580D417201F%7D/download?contentSequence=0&rowIndex=45
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required by Minn. Stat. § 216H.06 for all electric generation resource proceedings, including electric 
IRPs, to inform the cost of regulating natural gas emissions.24   
 

A.3. XCEL ENERGY 
 
In Xcel’s 2025 initial comments, Xcel recommended establishing a lower bound regulatory cost of 
carbon value of $0 to an upper bound regulatory cost of carbon value of $13; and an effective date of 
2030. Xcel also requested a Commission decision in this proceeding be issued by the end of January 
2026 to provide time for Xcel to incorporate the regulatory cost of greenhouse gas emissions into its 
natural gas IRP modeling runs.  
 
Xcel stated the following:25 

In summary, the regulatory cost values that have been developed to reflect 
the potential future costs associated with carbon dioxide regulation in the 
context of electricity generation are not appropriate for assessing natural 
gas supply-side resources. To ensure accurate and meaningful planning, 
the regulatory cost of GHGs must be tailored to reflect sector-specific risks 
and regulatory mechanisms. Not only are the GHG control mechanisms 
and costs different between sectors, so are the market structures and 
reflection of these costs.  

We recommend the Commission base estimates of the regulatory cost of 
carbon for natural gas supply resources on U.S. Environmental Protection 
Agency (EPA) rules to reduce methane from oil and gas (O&G) operations, 
while taking into consideration the unknown future of these regulations 
and federal GHG regulations in general. Specifically, we suggest a range of 
$0 - $13 / MMT CO2e to capture the potential range of future regulatory 
costs of carbon for natural gas supply with 2030 as the initial year of 
application. Selecting 2030 accounts for the uncertainty in current 
rulemakings and aligns with the midpoint of EPA’s projected compliance 
cost and emissions reduction period (2024-2038), offering a balanced 
approach and conservative approach for planning purposes. 

We appreciate the importance of aligning the timing of a Commission 
decision with the modeling needs for our gas IRP that is due July 1, 2026. 
Based on our current planning timeline, we anticipate conducting final 
modeling runs starting in February 2026. A Commission decision issued by 
the end of January 2026 would provide sufficient time for the Company to 
incorporate the regulatory cost of GHGs into its natural gas IRP. [Citations 
omitted.] 

 

24 Id., at 2-4 and 9. 
25 Xcel’s 2025 Initial Comments at 1-2. 
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Xcel states that the regulatory cost of carbon values under Minn. Stat. § 216H.06 were developed to 
reflect the state and/or federal regulatory mechanisms that apply to electricity generation and “the 
costs those regulations might impose on emissions from electricity generation – do not account for the 
distinct cost structures or the state and federal regulatory pathways associated with upstream 
emission reductions in the natural gas sector.”   
 
Xcel also provides its basis for the regulatory cost range of $0-$13 per million metric tons of CO2 
equivalent (MMT CO2e) and, like CPE, discusses the uncertainty of federal regulations.  
 
Xcel states the following:26 
 

We recommend the Commission base estimates of the regulatory cost of 
carbon for natural gas supply resources on EPA rules to reduce methane 
from oil and gas (O&G) operations, while taking into consideration the 
unknown future of these regulations and federal GHG regulations in 
general. The EPA regulations apply to production and transmission 
upstream of the local distribution utility and therefore could impact 
natural gas supply commodity prices in alignment with the scope of this 
application in natural gas IRPs. 

For example, we recommend leveraging the Regulatory Impact Analysis of 
the Standards of Performance for New, Reconstructed, and Modified 
Sources and Emissions Guidelines for Existing Sources: Oil and Natural Gas 
Sector Climate Review. Table 1-3 of that Regulatory Impact Analysis 
projects GHG emission reductions of 1,500 million metric tons of CO2 
equivalent for the 2024-2038 timeframe. Table 1-6 provides net 
compliance costs for new and existing sources less the value of product 
recovery ranging from $19,000 to $14,000 million in Present Value (PV), 
for 2 percent to 7 percent discount rate respectively, over the period of 
2024 – 2038. This would roughly equate to $13 per metric ton CO2e, 
conservatively using the high point of the compliance cost range. 

However, these regulations were developed under the previous Federal 
Administration and face uncertainty under the current Federal 
Administration. The EPA opened a comment period seeking input on 
proposed delays and any additional amendments in a rulemaking.  

[…] Therefore, we would suggest a range of $0 - $13 / MMT CO2e to 
capture the potential range of future regulatory costs of carbon for natural 
gas supply with 2030 as the initial year of application. Selecting 2030 
accounts for the uncertainty in current rulemakings and aligns with the 
midpoint of EPA’s projected compliance cost and emissions reduction 

 

26 Xcel’s 2025 Initial Comments at 4-5. 
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period (2024-2038), offering a balanced approach and conservative 
approach for planning purposes. [Citations omitted.] 

As above, Xcel discusses the potential repeal and uncertainties of federal regulations and basing the 
regulatory costs of carbon on upstream methane emissions.   
 

A.4. CEOs 
 
CEOs describe how the regulatory cost of carbon values established under Minn. Stat. § 216H.06 and 
approved in the Commission’s December 2023 Regulatory Costs Order are applicable in gas resource 
planning.    
 
CEOs state the following:27 

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.6 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.7 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 populations.8 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 CO2 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. [Citations Omitted]. 

In addition, the CEOs state that the gas sector faces a distinct category of emissions that require a 
separate regulatory cost estimate. CEOs state that methane emissions and leakage occur in the system 

 

27 CEOs 2025 Initial Comments at 2-3. 
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prior to delivery of the natural gas fuel to customers. According to the CEOs, methane leakage would 
not be subject to a carbon tax, these methane costs—the 1.4% adder to the commodity cost of gas 
applied through the ECO framework—should be applied separately in gas resource planning to 
represent distinct categories of greenhouse gas emissions. CEOs state the following: 

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

[…] 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.10 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. [Citations Omitted]. 

A.5. DEPARTMENT’S ADDITIONAL OBSERVATIONS AND RECOMMENDATIONS 
 
It is the Department’s understanding that sellers of natural gas are not required to share methane 
data, as a result upstream methane emissions data would be questionable. In addition, gas utilities like 
CPE, Xcel, and MERC typically also buy natural gas from pooled resources which would make it difficult 
to ascertain the individual supplier from which each gas molecule originates. Local distribution 
companies like CPE, Xcel, and MERC not only buy natural gas from within the United States, but also 
from Canada. Transnational purchases may further complicate calculations of upstream emissions. 
 
As explained in detail in the Department’s 2025 initial comments28, greenhouse gas emissions defined 
under Minn. Stat. § 216B.2427, subd., 1 are substantively similar as the “statewide greenhouse gas 
emissions” defined under Minn. Stat. § 216H.01, subd. 2. 
 

 

28 Departments 2025 Initial Comments at 7-10.  
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As noted earlier, given the issues regarding emissions data, the Commission in its October 2024 
Framework Order29 made the following findings in relevant ordering paragraphs, in the section titled, 
“Comprehensive Gas IRP Requirements” as follows:30 

 15. Utilities should address risk and uncertainty of demand, availability, 
and price for all resource options included in resource plans, and costs to 
comply with any regulation of greenhouse gas emissions. 

[…] 52. CenterPoint, MERC, and Xcel must report methane emissions from 
natural gas distribution system operations using available reporting 
protocols in the natural gas integrated resource plan until a system specific 
leakage estimate derived from measured leakage from the utility 
distribution system is available. Within 12 months of the October 28, 2024 
order, each utility shall file a report including the capital and O&M costs of 
procedures for system specific leakage rates measurements and a 
description of their current practices. 

53. CenterPoint, MERC, and Xcel must include in their gas IRPs additional 
information about upstream emissions data availability. [Emphasis added.] 

54. Natural gas resource plans shall include the cost of each scenario 
and sensitivity presenting both the utility’s revenue requirement and 
environmental costs and other externalities to the utility’s revenue 
requirement. 

a. CenterPoint, MERC, and Xcel must use the most recent externality 
values adopted by the Commission in Docket No. E-999/CI-14-643 to 
estimate environmental externality costs of resource options in gas IRPs. 

b. The Commission delegates authority to the Executive Secretary to 
open a comment period in Docket Number E999/CI-07-1199 to consider 
and determine the appropriate data source and values for the regulatory 
cost of greenhouse gas emissions for natural gas resource planning 
through the upcoming docket to update the regulatory cost of carbon for 
electric resource planning. 

55. A natural gas utility’s preferred plan should include both (1) a ten-
year sales and emissions forecast, and (2) a five-year action plan of the 
specific steps that it will take to implement that plan over the next five 
years. 

 

29 In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State 
Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Order 
Clarifying and Expanding Framework For Natural Gas Integrated Resource Planning, October 28, 2024, Docket Nos. 
G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202410-211361-02, (hereinafter “October 2024 Framework 
Order”). 
30 October 2024 Framework Order at 13-14, 19 in the main body of the Order, and in the section titled, “Comprehensive 
Gas IRP Requirements” at 2, and 7-8.  
 

https://efiling.web.commerce.state.mn.us/documents/%7B10C8D392-0000-CD32-9AA3-0C989AB58883%7D/download?contentSequence=0&rowIndex=8
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a. For each project proposed in its preferred five-year action plan, 
CenterPoint, MERC, and Xcel must include justification of need, resource 
mix, project scope, construction timeline, cost estimates including any 
offsetting revenues and tax benefits, and a narrative discussion of any 
equity impacts the project may have. 

b. CenterPoint, MERC, and Xcel must include in each integrated 
resource plan a narrative description of how its preferred plan will support 
and serve Minnesota’s greenhouse- gas-emission-reduction goals. 

The Commission has previously rejected the lower regulatory cost of carbon value of $0, as explained 
in its December 2023 Regulatory Order. The Department recommends that CPE’s and Xcel’s proposal 
to use a lower regulatory cost of carbon value of $0 should be rejected. 
 
Given the concerns with upstream methane emissions data described above, the Department 
recommends that the Commission reject Xcel’s proposal to use the higher regulatory cost of 
greenhouse emissions value of $13. 

 
Given the concerns with upstream methane emissions data described above, and CPE’s and Xcel’s prior 
support in using the values from the ECO cost-effectiveness framework; the Department and CEOs not 
opposing the use of this value (CEE’s first method) for the regulatory cost of greenhouse gas emissions, 
the Department recommends that Commission use this value for regulatory costs related to methane 
emissions. In addition, the Department maintains the recommendations from its initial comments.  

IV. DEPARTMENT RECOMMENDATIONS  

The Department’s recommendations from its initial comments are first provided below. Based on the 
above analysis, the Department has prepared additional recommendations, which are also provided 
below.  
 
First, the Department’s recommendations correspond to the subheadings of Section III from its initial 
comments below. 

A. MINN. STAT. § 216H.  

• A.1. The Department will separately address the Commission’s September 2025 Notice in Docket 
No. DI-25-345 and Docket No. CI-07-1199 after comments are received by November 7, 2025.    

E. COMMISSION’S AUGUST 2025 NOTICE 

• E.1. The Commission could require the use of the values for the regulatory cost of greenhouse 
gas emissions for Xcel, CenterPoint, and MERC’s upcoming gas integrated resource plans using 
the values established for Minn. Stat. § 216H.06 and last approved in Docket No. E999/CI-07-
1199 in the Commission’s December 2023 Regulatory Costs Order with the determination that 
they are appropriate in gas IRP proceedings. 

• Thus, because of the interplay between Minn. Stat. §216H and Minn. Stat. § 216B.2427 and 
2428 and the definition of emissions as described above, as well as the overall emissions 
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reduction goal specified by the legislature, the Department recommends that Commission use 
the current values as established in Docket 07-1199. 
 

• E.3. The Department’s recommendation that the Commission could require the use of the 
values for the regulatory cost of greenhouse gas emissions using the values established for 
Minn. Stat. § 216H.06 and last approved in Docket No. E999/CI-07-1199 in the Commission’s 
December 2023 Regulatory Costs Order; will allow Xcel to incorporate these established values 
in its modeling inputs. 

• Once the Agencies seeks feedback in Dockets 25-345 and 07-1199 based on the Commission’s 
September 2025 Notice, and the Agencies provide their analysis and recommendations to the 
Commission; and once the Commission makes its determinations on the regulatory costs of 
greenhouse gas emissions during the course of the proceedings in Docket 07-1199; CenterPoint 
will have enough time to incorporate those values in its upcoming IRP due on July 1, 2027. 
Similarly, MERC will have enough time to incorporate those values in its upcoming IRP due on 
July 1, 2028. 

• E.4.1. Xcel should also identify, explain, and discuss both its internal accounting and Federal 
Energy Regulatory Commission’s (FERC) accounts and sub-accounts that will be used to track 
and record its internal costs and future regulatory costs associated with its upcoming natural 
gas IRP. 

• The Department seeks validation and confirmation from Xcel in its Reply Comments in this 
proceeding that future regulatory costs are considered as future internal costs and treated just 
like any other variable cost and are therefore considered by the model when it selects units to 
dispatch. 

• E.4.2. The Department recommends that CPE, Xcel, and MERC provide the following 
information in their respective Reply Comments, as follows: 

• Consistent with the information supplied by the LDC to EPA’s GHGRP, provide 
information for 2024; 

• Provide a short narrative description of how the values listed in the table above, and 
inclusive of data for 2024, were tabulated and calculated; 

• Provide the natural gas deliveries (in Dekatherms) for the years 2010 through 2024 
segregated by end-user (that is separately for residential customers, commercial 
customers, industrial customers, and electric generating facilities); 

• Provide the natural gas deliveries (in Dekatherms) for the years 2010 through 2024 
further segregated between sales and transport categories by end-user (that is 
separately for residential customers, commercial customers, industrial customers, and 
electric generating facilities); and  

• To identify, explain, and discuss both the internal accounting and FERC accounts and 
sub-accounts that are used to track and record the internal costs used in reporting the 
data above. 

 

Second, the Department’s recommendations correspond to the subheadings of Section III from above. 
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A. DEPARTMENT’S RESPONSE TO OTHER PARTIES INITIAL COMMENTS 

• A.5. The Department recommends that the Commission: 
• Reject CPE’s and Xcel’s proposal to use this a lower regulatory cost of carbon value of 

$0; 
• reject Xcel’s proposal to use the higher regulatory cost of greenhouse emissions value 

of $13; and,  
• use the values from the ECO cost-effectiveness framework (1.4% to the commodity 

cost of natural gas) for regulatory costs related to methane emissions.



 
 

 

1 
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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#$' "% H9MGNG@OO#$#1&J',L#$'>#+2 P A,'-=1 (Q&' F.Q&'/+2*1)&$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#$' "% H9MGNG@OO#$#1&J',L#$'>#+2 V <1,3'& >1-'Q $1,3'&4&1-'Q/+2%'&4$%3 J2%'&�U#L'+�>>? WW�J%)2RJ#B2R�J2,''2J)#2'�TH;;6#--'1*%&#+6"7�GGT;HI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2 X ?'=', >1,+%- *&1,+%-/&1,.#-R%OO31-4$%3 >1,.#-�Y%OO31-Z1&Q�[�>#-=0,'-7>2=4 DW;;�"%,31-<'-2',�Z,#L'J)#2'�9;;;A&%%3#-02%-6"7�GGTWCI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2 \ U%F',2 >'3+ 1=3#-#+2,12#%-/=32M$0+4$%3 Z6]�<&'1,�51+J%&)2#%-+ 9:9HG�Ĵ9HG2R�<2])1&12#-�@U7:C;NHI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2  U1$R'& >'%-1,= ,1$R'&4&'%-1,=/$#43%-2#$'&&%43-4)+ <#2Q�%O6%-2#$'&&% G;G�̂1&-)2�J2J2'�96%-2#$'&&%6"7�GGWNHI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2 _ S--#' >'L'-+%-E1&. 1--#'&O/$)F3#--'+%214%,0 <#2#̀'-+�I2#&#2QA%1,=�%O6#--'+%21 WWH6#--'+%21J2,''27�J)#2'^9WN;J24�?1)&�6"7GG9;9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2 a 61,01,'2 >'L#- 31,01,'24&'L#-/+#',,1$&)F4%,0 J#',,1�<&)F"%,2R�J21,<R1*2', HW;;�6Q,2&'SL'�J2'�HN;J24�?1)&�6"7GG99TI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2_b S3Q >#F',.%c+.#13Q414&#F',.%c+.#/B$'&'-',0Q4$%3 d$'&�K-',0Q T9T�"#$%&&'261&&C2R�E&%%,6#--'1*%&#+6"7�GGT;9M9::WI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2_e JQ=-#' >#'F +Q=-#'4&#'F/+212'43-4)+ Z'*1,23'-2%O�<%33',$' DG�C2R�?&1$'K1+27�J)#2'HD;J24�?1)&�6"7GG9;9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2_! f1+%- >%%+ g1+%-4&%%+/$'-2',*%#-2'-',0Q4$%3 <'-2',?%#-2K-',0QU'+%),$'+<%,*4 G;G�"#$%&&'261&&W,=�E&%%,6#--'1*%&#+6"7�GGT;HI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2_P (1L#21 61#-# .31#-#/c#4,,4$%3 (6�K-',0Q<%-+)&2#-07�>>< :N9�"�>%+2^%%=+�U=@$%-%3%c%$^87�GW;NNI-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2_V <R,#+2#-' 61,h)#+ ,'0)&12%,Q4,'$%,=+/B$'&'-',0Q4$%3 d$'&�K-',0Q T9T�"#$%&&'261&&6"99D;M;CM6<S6#--'1*%&#+6"7�GGT;9I-#2'=�J212'+ K&'$2,%-#$J',L#$' "% H9MGNG@OO#$#1&J',L#$'>#+2
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 ! "#$%& '()*+(%% ,#()*+(%%-%./)$*#()*+(%%01.# '$%%,)�234)$,56,5*,57�89 :;<�=0�>?+=?),,?=/$?,�;@<<'$55,(A.%$*'B7�CC@<;D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*? J I$5E( '()?$5,K %#()?$5,K-(/)$0.)L 9L)$1/%?/)(%D?$%$K(?$.5M,*,()1+N5*?$?/?, 5/%%�5/%%7�5/%%D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*? O '()& '()?$5P( #()&0(0#()?$5P(-Q1,%,5,)L&01.# R1,%�"5,)L&�N51 @:@�B$1.%%,?'(%%S?+�T%..)'$55,(A.%$*'B7�CC@<:D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?  U()&% '(QV,%% E#(QV,%%-+&E).0#W01( '(5$?.W(�X&E). Y><�8.)?(L,9F,�TI�:>82�4.Q�Z:C7=?(?$.5�'($5[$55$A,L�'47MY\�;8@\(5(E( "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*? ] ")$1( '1\.55,%% ,#11.55,%%-,%A10.)L "5F$).5#,5?(%I(V�̂�8.%$1&\,5?,) YC�"0�[(1P,)U)$F,7�=/$?,:><<\+$1(L.�NI7><><:D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]_ (̀&%.) '1B($) ?(&%.)-L)$E%(W0.)L >>Z�\(AA=?),,?=(5�T)(51$*1.\97�a@::<D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]b =()(+ ',(E *()(+0#,(E-V,1,5,)L&L)./A01.# '"M\ 5/%%�5/%%7�5/%%D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]c 6.*,A+ ',&,) d.*,A+0#,&,)-(L0*?(?,0#50/* 2HH$1,�.H�?+,9??.)5,&e,5,)(%�GM,*$E,5?$(%D?$%$?$,*U$F$*$.5 4),#,).̀V,)7�=/$?,:@<<@@C'$55,*.?(=?),,?=?�8(/%�'B7CC:<:G;:Y:D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]f =?(1& '$%%,) *?(1&0#$%%,)-#$55,(A.%$*#50L.F \$?&�.H'$55,(A.%$* YC<�=0�C?+=?),,?M..#�'�Y<:'$55,(A.%$*'B7�CC@:CD5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]g U(F$E '.,%%,) E#.,%%,)-(%%,?,01.# '$55,*.?(8.V,) "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]! 95E),V '.)(?KP( (5E),V0#.)(?KP(-*?.,%01.# =?.,%�M$F,*�II8 YY�=./?+=$Q?+�=?�=?,@;<<'$55,(A.%$*'B7�CC@<;D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]J "F(5 '/%+.%%(5E ,#/%+.%%(5E-#51,5?,)0.)L '$55,*.?(\,5?,)�H.)"5F$).5#,5?(%9EF.1(1& :a:aD5$F,)*$?&�9F,[�=?,�C:C=($5?�8(/%'B7�CC:<:D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?]O 9%(5 '/%%,) (%(5-L),,5E,%0.)L "5,)L&�̂"5F$).5#,5?(%\.5*/%?$5L :::<�[,*?9F,5/,M,E�[$5L'B7�CC<>>D5$?,E�=?(?,* "%,1?).5$1=,)F$1, B. ;:GC>C2HH$1$(%=,)F$1,I$*?
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 ! "#$%& '&()&*+ ,&()---./0)&*123#) 4##5+6&7*8+9,+60%�:$7$6+; <=.>�.>7?�@8+AB*,,+&5#1*;B'C�DD=-EF,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7  4&61 '+1;#, 3,+1;#,/),3++2#60 4+,7+6�K#69,+60%�&,G9,8*6#,)+,7 H.H�<6G�@8+�'A7+�D>-B*,,+&5#1*;B'C�DD=-.F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNNO&8*G '*1+; G&8*G2,*1+;/&8&,7+,+60%23#) B*,,+;#7&B$,*3*5&1�"#P+6@0+,3% HH-�A#$7?A*Q7?�A76++7A$*7+�.<--B*,,+&5#1*;B'C�DD=-HF,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNMR*11 '*;;+, P,*;;+,/),3++2#60 4+,7+6�K#69,+60%�&,G9,8*6#,)+,7 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNS4$67*; '#6G0&&6G ,#6G0&&6G/K6+;?I+,+60%2#60 :6+;?�9,+60% =-T�A&*,7"+7+6�A76++7A$*7+�<D-A7�"&$1�B'CDD.-HF,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNUA&)&,7?&'#66*; ;&)&,7?&,#66*;/&11*&,7+,+60%23#) V,7+6;7&7+�"#P+6&,G�L*0?74#)5&,% H--�.;7�A76++7A9�"J�W#Q<D.4+G&6�X&5*G;V@C�DH=->I-<D.F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNYB2R*11*&) JZW6*+, [#[6*+,/)#(1&P23#) B*11+6�JZW6*+,\+,;+,C�"2@2 .H-�A�>7?�A7A7+�H=--B*,,+&5#1*;B'C�DD=-HF,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MN]X*3 JZ4#,,+11 6*3/06*G1&[2#60 6̂*GL&[ H.H-F,*8+6;*7%�@8+W+6_+1+%�4@C=̀E-=F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNa4&6#1�@2 J8+61&,G #8+61&,G/1+0&1+376*32#60 L+0&1+376*3�IJ8+61&,G�L&PJKK*3+ ...-�R+;7@8+,$+X+G�R*,0B'C�DD->>F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MNb 6̂+0 "&1)+6 05&1)+6/06+&7+6),0&;23#) 6̂+&7+6B*,,+;#7&�̂&;CV,32 .̀--�4&6G*,&1L,"J�W#Q�ÈT:&6*[&$17�B'CDD-H.F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MN!\+;;*3& "&1)+6O+,*0 (+;;*3&25&1)+6IG+,*0/;7&7+2),2$; JKK*3+�#K@G)*,*;76&7*8+c+&6*,0; >--�X#[+67�A7'"J�W#Q>=>H-A72�"&$1�B'CDD.>=F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MN @,7#,*# "&6*;* &5&6*;*/;&3%623#) A&3%69,8*6#,)+,7FA@�LL4 <<<-R&;?*,07#,W18GA7+�=--@61*,07#,�d@CHHH-.F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MMN W6+7 "+,3+ [6+75+,3+/),*512#60 B*,,+;#7&V,7+6K&*7?�"#P+6&,G�L*0?7 .->�R&8+61%"1&3+O$1$7?�B'CDDT-<F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7MMM L*;& "+7+6;#, 1*;&2625+7+6;#,/Q3+1+,+60%23#) =.=�'*3#11+7B&11�:L�EB*,,+&5#1*;B'C�DD=-.F,*7+G�A7&7+; 91+376#,*3A+68*3+ '# H.ID>DJKK*3*&1A+68*3+L*;7
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  ! "#$%&'()& *%(++(,- .#$%&'()&/,%(++(,-01&.&)&'232'45,/.46 7())&-4$#8)&'239&-45'.&- :;<�=&-$7(.%(2#)�>$7(+1#5?&&=@A�B;:C;D)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$  M N/ *4'$&' 2'&2/,4'$&'0))2.4/.46 G4'$%&')�G#$5'#+O#-�"46,#)3 <<<<�>45$%<C;'E�>$J6#%#�G8AIP<:QD)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$  R S&F() *'#)(- ?,'#)(-0+(5)#2'4./.46 L#T4'&'-UV(-$'(.$�"45).(+4K�7G�#)E�GV P<�8�L($$+&"#)#E#�94#E>$/�*#5+�7GABB<<WD)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$  X L#5'&) 9&&2 +'&&20'6(/4'2 97@ PCI�G�*()34)"$/Y#'$+#)E�=@AB;C:ZD)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$  [ O&)&'(.G4$(.& 9&-(E&)$(#+D$(+($(&-V(F(-(4) '&-(E&)$(#+/5$(+($(&-0#2/-$#$&/6)/5- JKK(.&�4K�$%&\$$4')&3O&)&'#+�H9&-(E&)$(#+D$(+($(&-V(F(-(4) <QCC�]974̂1&'QQB7())&-4$#�>$>$/�*#5+�7GABB<C<H:<;<D)($&E�>$#$&- 8+&.$'4)(.>&'F(.& _&- :<HBIBJKK(.(#+>&'F(.&L(-$  ̀ S&F() 9&5$%&' ?'&5$%&'06).&)$&'/4'2 7G�"&)$&'�K4'8)F('4)6&)$#+\EF4.#.3 :I�88a.%#)2&�>$A>$&�:CI>$/�*#5+�7GABB<C<H<IIWD)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$  b G#$%#)(&+95)?& )'5)?&0+4.#+QZ/4'2 I<<�:P$%�>$/G=94.%&-$&'7GA�BBZC<D)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$  c ]d4'2F() >#&F#'--4) Td4'2F()034'$%2'45,/.46 _4'$% BCC�8#-$O'#)$�>$'&&$<:CWe<:CW7())&#,4+(-7GA�BBQCQD)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$ !fS&F() >#F(++& ?&F()/-#F(++&0K$'/.46 "($(g&)-hi'4)$(&'"4665)(.#$(4)- :;WP�=(+-%('&]+FE/745)E�7GABB;IQD)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$ ! 8+(g#T&$% >.%6(&-()2 &-.%6(&-()201()$%'4,/.46 =()$%'4,�j=&()-$()&A�*/\/ ::B�>45$%>(a$%�>$'&&$>5($&�;BCC7())&#,4+(-7GA�BBQC:D)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$ !!S#$%+&&) >.%5+&' ?#$%+&&)0%,K4'%./4'2 Y&#+$%*'4K&--(4)#+-�K4'#�Y&#+$%3"+(6#$& Y&#+$%*'4K&--(4)#+-K4'�#�Y&#+$%3"+(6#$&*J�]4aBP;C<;7())&#,4+(-7GA�BBQBPH;C<;D)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$ !MV452+#- >&#$4) E452/-&#$4)0561+./4'2 D,,&'�7(E1&-$L#1�"&)$&' PQ:<�=#3g#$#]+FE�>$&�;CCO4+E&)�k#++&37GA�BBQ:ID)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$ !R*#$'(.? >&'K#-- ,-&'K#--0$$.4',/.46 \6&'(.#)](42#-�"45).(+ <:<<"4))&.$(.5$\F&�G=>$&�IBC=#-%()2$4)V"A�:CC;ID)($&E�>$#$&- 8+&.$'4)(.>&'F(.& G4 :<HBIBJKK(.(#+>&'F(.&L(-$
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November 21, 2025





Sasha Bergman
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147  





RE:	Reply Comments of the Minnesota Department of Commerce

	Docket Nos. E999/CI-07-1199; G008, G002, G011/CI-23-117; and G999/CI-21-565  





Dear Ms. Bergman,



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

In the Matter of Establishing an Estimate of the Costs of Future Carbon Dioxide Regulation on Electricity Generation Under Minn. Stat. §216H.06; In the Matter of a Commission Investigation into Gas Utility Resource Planning; In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals.

The Investigation in Docket No. G999/CI-21-565 was initiated by the Commission on July 23, 2021.





The Department provides its recommendations on the appropriate data source and values for the regulatory cost of greenhouse gas emissions for Xcel Energy, CenterPoint Energy, and Minnesota Energy Resource Corporation’s upcoming gas integrated resource plans and is available to answer any questions the Minnesota Public Utilities Commission may have. 



Sincerely,







/s/ Dr. SYDNIE LIEB                                                     

Assistant Commissioner of Regulatory Analysis   





SS/ar

Attachment
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Before the Minnesota Public Utilities Commission

		

Reply Comments of the Minnesota Department of Commerce



Docket Nos. E999/CI-07-1199; G008, G002, G011/CI-23-117 and G999/CI-21-565.



[bookmark: _Toc174055957]INTRODUCTION 

On August 25, 2025, the Minnesota Public Utilities Commission (Commission) issued a Notice of Comment Period in Docket Nos. E999/CI-07-1199; G008, G002, G011/CI-23-117 and G999/CI-21-565.[footnoteRef:2] The August 2025 Notice included several topics and the issue of the appropriate data source and values for the regulatory cost of greenhouse gas emissions for Xcel Energy, CenterPoint Energy, and Minnesota Energy Resource Corporation’s upcoming gas integrated resource plans.  [2:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals, In the Matter of a Commission Investigation into Gas Utility Resource Planning, and In the Matter of Establishing an Estimate of the Costs of Future Carbon Dioxide Regulation on Electricity Generation Under Minnesota Statutes § 216H.06, Notice of Comment Period, August 25, 2025, Docket Nos. G999/CI-21-565, G008,G002,G011/CI-23-117, and E-999/CI-07-1199, (eDockets) 20258-222376-01.] 




The Department filed its initial comments on November 3, 2025.[footnoteRef:3] The Department’s 2025 Initial Comments provided extensive details regarding the procedural background in Section II of its Comments and the Department will not repeat them. Rather, the Department provides additional background information below.   [3:  Minnesota Department of Commerce, Initial Comments, November 3, 2025, Docket Nos. G999/CI-21-565, G008,G002,G011/CI-23-117, and E-999/CI-07-1199, (eDockets) 202511-224600-01, (hereinafter “Department’s 2025 Initial Comments”).] 


[bookmark: _Toc174055958]PROCEDURAL BACKGROUND  

		October 27, 2025

		[bookmark: _Hlk214451206]CenterPoint Energy Minnesota Gas (CenterPoint or CPE) filed a compliance filing[footnoteRef:4] to the Commission’s Order clarifying and expanding framework for natural gas utility integrated resource planning[footnoteRef:5] on its methane emissions from its natural gas distribution system.  [4:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals. In the Matter of a Commission Investigation into Gas Utility Resource Planning, CenterPoint Energy, Compliance Filing, October 27, 2025, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202510-224306-01, (hereinafter “CPE October 2025 Compliance Filing”).]  [5:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Order Clarifying and Expanding Framework For Natural Gas Integrated Resource Planning, October 28, 2024, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202410-211361-02, (hereinafter “October 2024 Framework Order”).] 






		October 28, 2025

		Northern States Power Company doing business as Xcel Energy (Xcel),[footnoteRef:6] and Minnesota Energy Resources Corporation (MERC),[footnoteRef:7] submitted compliance filings on the methane emissions of their respective natural gas distribution systems.  [6:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Xcel Energy, Compliance Filing, October 28, 2025, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202510-224321-01.]  [7:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Minnesota Energy Resource Corporation, Compliance Filing, October 28, 2025, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202510-224325-01.] 






		October 31, 2025

		Several parties submitted Comments in this proceeding: 1) Minnesota Center for Environmental Advocacy (MCEA), Fresh Energy (FE) and Sierra Club (SC) filed joint comments[footnoteRef:8] (collectively, the Clean Energy Organizations or CEOs); 2) CPE[footnoteRef:9]; 3) MERC[footnoteRef:10]; and 4) Xcel.[footnoteRef:11]  [8:  Minnesota Center for Environmental Advocacy, Fresh Energy and Sierra Club, Initial Comments, October 31, 2025, Docket Nos. G99/CI-21-565, G008,G002,G011/CI-23-117, and E999/CI-07-1199, (eDockets) 202510-224503-01, (hereinafter “CEOs 2025 Initial Comments”).]  [9:  CenterPoint Energy, Initial Comments, October 31, 2025, , Docket Nos. G99/CI-21-565, G008,G002,G011/CI-23-117, and E999/CI-07-1199, (eDockets) 202510-224515-01, (hereinafter “CPE’s 2025 Initial Comments”).]  [10:  Minnesota Energy Resources Corporation, Initial Comments, October 31, 2025, Docket Nos. G99/CI-21-565, G008,G002,G011/CI-23-117, and E999/CI-07-1199, (eDockets) 202510-224490-01, (hereinafter “MERC’s 2025 Initial Comments”).]  [11:  Xcel Energy, Initial Comments, October 31, 2025, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117(eDockets) 202510-224471-01, (hereinafter “Xcel’s 2025 Initial Comments”).] 






		November 3, 2025

		Department filed its initial comments in the proceeding.[footnoteRef:12]  [12: Department’s 2025 Initial Comments.] 










Topic(s) open for comment: 



Are the values established for Minn. Stat. § 216H.06 and last approved in Docket No. E999/CI-

07-1199 in the Commission’s December 19, 2023 Order appropriate for use in Xcel Energy,

CenterPoint Energy, and Minnesota Energy Resource Corporation’s upcoming IRPs?

If the current values established in the instant docket are not appropriate, what data

source and update timeframe should be used for the regulatory cost of GHG emissions

values for natural gas IRPs?

How does your recommendation account for the timing of a Commission decision on this

topic with the need for modeling inputs for Xcel’s Gas IRP due July 1, 2026?

Are there other issues or concerns related to this matter?





Department analysis 

The Department summarizes the other parties’ initial comments and provides its analysis below.

department’s response to other parties’ initial comments

MERC



In MERC’s 2025 initial comments, MERC states the following:[footnoteRef:13] [13:  MERC’s 2025 Initial Comments at 2.] 


As recognized by the Commission, the regulatory cost of GHG emissions needs to be discussed as it will be an important consideration within Gas IRP scenarios. 

MERC wishes to inform the Commission that the Company continues to evaluate the regulatory cost of GHG emissions and the role it should play within the context of Gas IRPs. MERC looks forward to reviewing the comments of other parties and intends to file more robust comments on or before the Reply Comment period closes in November.

In its initial comments, MERC did not substantively address the Commission’s August 2025 Notice, However, MERC intends to address the Commission’s August 2025 Notice in its reply comments.  



CENTERPOINT



In its 2025 initial comments, CPE recommended establishing a lower regulatory cost of carbon value of $0; it did not take a position on the upper bound of the regulatory cost of carbon value; finally, it recommended an effective date of 2030. CPE stated the following:[footnoteRef:14] [14:  CPE’s 2025 Initial Comments at 3-4.] 


Ultimately, CenterPoint Energy is concerned that leveraging the regulatory cost carbon as a decarbonization tool instead of as an input intended to improve the accuracy of utility models will result in the establishment of regulatory cost values that far exceed actual anticipated near-term regulatory costs and will unintentionally impact the deployment of various innovative technologies currently being piloted through our Natural Gas Innovation Act (NGIA) Innovation Plan. 

The carbon regulation contemplated by the regulatory cost of carbon involves a direct cost to utilities for every short ton of CO2 emitted, similar to how a carbon tax might function. Several of the innovative technologies CenterPoint Energy is pursuing through the NGIA, including renewable natural gas (RNG) and gas heat pumps, do not eliminate end-use emissions and thus could subject CenterPoint Energy to these hypothetical regulatory costs if they were more widely deployed. 

[…] A high regulatory cost of carbon right now may simply promote halting gas system expansion, because the ability to deploy other scalable solutions in response to high regulatory costs are limited during the current pilot phase of NGIA. Ultimately, CenterPoint Energy’s concern is that by establishing an upper regulatory cost of carbon value that is based on ambitious climate change policy instead of the costs most likely to be faced by utilities within the next five to ten years, the Commission may unintentionally limit the Company’s ability to plan for and deploy the various innovative resources currently being piloted under the NGIA. Such a result would contradict the legislature’s interest in a broad range of innovative technologies.

While CenterPoint Energy is concerned that a high upper regulatory cost value could unintentionally limit the Company’s ability to plan for and deploy innovative resources currently being piloted under the NGIA—for example, technologies like renewable natural gas (RNG) and gas heat pumps—it is unclear to the Department how that hindrance would occur. With everything else held constant, a higher upper regulatory cost of carbon applied to anthropogenic sources like stoves that use geologic gas, would result in a favorable economic comparison of RNG to geologic gas.   



CPE also stated the following:[footnoteRef:15] [15:  CPE’s 2025 Initial Comments at 4-5.
] 


[bookmark: _Hlk214230232]A $0 lower regulatory cost value represents a future in which no carbon regulations are put in place, or at least none that result in a direct cost to utilities and their customers through policies such as a carbon tax. This scenario would occur for a number of reasons. For example, it may be that no additional carbon legislation is enacted at the state or federal level, either because of changes in state and federal policy or because existing legislation is successful in reducing greenhouse gas emissions. It may also be that near term climate action at the state and federal level consists of incentives (carrots), instead of penalties (sticks). This is consistent with what we’ve seen thus far at the state level with legislation like the NGIA. 

The current stance on climate policy at the federal level likely limits the potential for future carbon regulation and the Company recommends the Commission takes this into consideration when establishing the lower bound of regulatory costs. 

[…] A 2030 effective date considers both the federal election cycle – with the next federal election slated for 2028 – and the International Monetary Fund’s (IMF) 2022 research paper,9 which served as the basis for the $75 upper regulatory cost of carbon value adopted by the Commission in 2023. The 2022 IMF research paper noted that a carbon floor price of $75 per metric ton of CO2 by 2030 for high income nations would be sufficient to keep global warming below 2.0 degrees Celsius. By moving the effective date for the regulatory cost of carbon from 2028 to 2030, the Commission could address the political position of the current federal administration while not extending the effective date beyond what was recommended in the IMF research paper which served as the basis for the current $75 maximum regulatory cost value. [Citation omitted].



A $0 value for the regulatory cost of carbon would be inconsistent with recent Commission Orders. In its December 2023 Regulatory Costs Order,[footnoteRef:16] the Commission declined to set the lower bound of the regulatory cost value at $0, as it would, in effect, discontinue analysis of future regulatory costs. On March 27, 2024, the Commission issued an Order establishing a framework for natural gas utility integrated resource planning.[footnoteRef:17] Ordering paragraph 15 of the March 2024 Framework Order states the following:[footnoteRef:18] [16:  Order Addressing Environmental and Regulatory Costs, December 19, 2023, Docket Nos. E-999/CI-07-1199, E-999/DI-22-236, and E-999/CI-14-643, (eDockets) 202312-201351-02, (hereinafter “December 2023 Regulatory Costs Order”).]  [17:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Order Establishing Framework For Natural Gas Utility Integrated Resource Planning, March 27, 2024, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20243-204681-01, (hereinafter “March 2024 Framework Order”).]  [18:  Id. at 7.] 


15. Utilities should address risk and uncertainty of demand, availability, and price for all resource options included in resource plans, and costs to comply with any regulation of greenhouse gas emissions. [Emphasis added.]

In its June 28, 2024 Comments,[footnoteRef:19] Center for Energy and Environment (CEE) offered two possible methods by which to quantify the cost of regulation. CEE stated the following:[footnoteRef:20] [19:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning., Center for Energy and Environment, Comments, June 28, 2024, Docket Nos. 21-565 and 23-117, (eDockets) 20246-208066-01, (hereinafter “CEE’s 2024 Initial Comments”).]  [20:  CEE’s 2024 Initial Comments at 7-8. ] 


This consideration in natural gas IRPs is analogous to the consideration of the costs of future carbon dioxide regulation, also called the regulatory cost of carbon, on electricity generation in electric resource planning, which is required by Minnesota Statute §216H.06. On December 19, 2023, the Commission established a range of regulatory costs of carbon dioxide emissions of $5 to $75 per short ton to be applied to electric resource plans and other dockets related to acquiring resources for generating electricity. The Commission’s Order directs electric utilities to apply the regulatory cost of carbon dioxide in 2028 and thereafter in modeling and analyses included with electric resource planning and acquisitions.

Similarly, the ECO cost-effectiveness framework includes consideration of environmental compliance costs associated with natural gas. In the March 31, 2023 Decision, the Deputy Commissioner of the Department adopted a factor to be used for natural gas environmental compliance impacts in ECO cost-effectiveness testing of 1.40 percent of the commodity cost of natural gas for 2024 – 2045. The Department explained, “The initial value is based solely on proposed federal methane emissions standards that the EPA anticipates finalizing in 2024. All other gas environmental compliance factors are assumed to be [zero] for this Triennial. We derived the 1.40% estimate [sic] based on the EPA’s Regulatory Impact Analysis (RIA) for the proposed regulations.”

The Commission may wish to provide guidance to natural gas utilities related to the appropriate values or factors to apply to natural gas IRPs to estimate the costs of existing and future regulation of greenhouse gas emissions. The two examples provided above represent options to inform those values. CEE requests that the natural gas utilities and other interested parties comment on the appropriateness of applying either the regulatory cost of carbon established through Minnesota Statute §216H.06 or the natural gas environmental compliance factor applied through ECO to natural gas IRPs through reply comments to this docket. [Citations omitted.]

CPE[footnoteRef:21] and Xcel[footnoteRef:22] supported using the values from the ECO cost-effectiveness framework. The Department[footnoteRef:23] and CEOs[footnoteRef:24] did not oppose the use of this value (CEE’s first method) for the regulatory cost of greenhouse gas emissions. CEOs also supported CEE’s second method of using the values required by Minn. Stat. § 216H.06 for all electric generation resource proceedings, including electric IRPs, to inform the cost of regulating natural gas emissions.[footnoteRef:25]   [21:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning., CenterPoint Energy, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20247-208754-02.]  [22:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Xcel Energy, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20247-208750-01.]  [23:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals. In the Matter of a Commission Investigation into Gas Utility Resource Planning, Minnesota Department of Commerce, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20247-208770-02.]  [24:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning., Fresh Energy, Minnesota Center for Environmental Advocacy, and Sierra Club, Reply Comments, July 19, 2024, Docket Nos. G99/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 20247-208748-01, (hereinafter “CEOs 2024 Reply Comments”).]  [25:  Id., at 2-4 and 9.] 




XCEL ENERGY



In Xcel’s 2025 initial comments, Xcel recommended establishing a lower bound regulatory cost of carbon value of $0 to an upper bound regulatory cost of carbon value of $13; and an effective date of 2030. Xcel also requested a Commission decision in this proceeding be issued by the end of January 2026 to provide time for Xcel to incorporate the regulatory cost of greenhouse gas emissions into its natural gas IRP modeling runs. 



Xcel stated the following:[footnoteRef:26] [26:  Xcel’s 2025 Initial Comments at 1-2.] 


In summary, the regulatory cost values that have been developed to reflect the potential future costs associated with carbon dioxide regulation in the context of electricity generation are not appropriate for assessing natural gas supply-side resources. To ensure accurate and meaningful planning, the regulatory cost of GHGs must be tailored to reflect sector-specific risks and regulatory mechanisms. Not only are the GHG control mechanisms and costs different between sectors, so are the market structures and reflection of these costs. 

We recommend the Commission base estimates of the regulatory cost of carbon for natural gas supply resources on U.S. Environmental Protection Agency (EPA) rules to reduce methane from oil and gas (O&G) operations, while taking into consideration the unknown future of these regulations and federal GHG regulations in general. Specifically, we suggest a range of $0 - $13 / MMT CO2e to capture the potential range of future regulatory costs of carbon for natural gas supply with 2030 as the initial year of application. Selecting 2030 accounts for the uncertainty in current rulemakings and aligns with the midpoint of EPA’s projected compliance cost and emissions reduction period (2024-2038), offering a balanced approach and conservative approach for planning purposes.

We appreciate the importance of aligning the timing of a Commission decision with the modeling needs for our gas IRP that is due July 1, 2026. Based on our current planning timeline, we anticipate conducting final modeling runs starting in February 2026. A Commission decision issued by the end of January 2026 would provide sufficient time for the Company to incorporate the regulatory cost of GHGs into its natural gas IRP. [Citations omitted.]

Xcel states that the regulatory cost of carbon values under Minn. Stat. § 216H.06 were developed to reflect the state and/or federal regulatory mechanisms that apply to electricity generation and “the costs those regulations might impose on emissions from electricity generation – do not account for the distinct cost structures or the state and federal regulatory pathways associated with upstream emission reductions in the natural gas sector.”  



Xcel also provides its basis for the regulatory cost range of $0-$13 per million metric tons of CO2 equivalent (MMT CO2e) and, like CPE, discusses the uncertainty of federal regulations. 



Xcel states the following:[footnoteRef:27] [27:  Xcel’s 2025 Initial Comments at 4-5.
] 




We recommend the Commission base estimates of the regulatory cost of carbon for natural gas supply resources on EPA rules to reduce methane from oil and gas (O&G) operations, while taking into consideration the unknown future of these regulations and federal GHG regulations in general. The EPA regulations apply to production and transmission upstream of the local distribution utility and therefore could impact natural gas supply commodity prices in alignment with the scope of this application in natural gas IRPs.

For example, we recommend leveraging the Regulatory Impact Analysis of the Standards of Performance for New, Reconstructed, and Modified Sources and Emissions Guidelines for Existing Sources: Oil and Natural Gas Sector Climate Review. Table 1-3 of that Regulatory Impact Analysis projects GHG emission reductions of 1,500 million metric tons of CO2 equivalent for the 2024-2038 timeframe. Table 1-6 provides net compliance costs for new and existing sources less the value of product recovery ranging from $19,000 to $14,000 million in Present Value (PV), for 2 percent to 7 percent discount rate respectively, over the period of 2024 – 2038. This would roughly equate to $13 per metric ton CO2e, conservatively using the high point of the compliance cost range.

However, these regulations were developed under the previous Federal Administration and face uncertainty under the current Federal Administration. The EPA opened a comment period seeking input on proposed delays and any additional amendments in a rulemaking. 

[…] Therefore, we would suggest a range of $0 - $13 / MMT CO2e to capture the potential range of future regulatory costs of carbon for natural gas supply with 2030 as the initial year of application. Selecting 2030 accounts for the uncertainty in current rulemakings and aligns with the midpoint of EPA’s projected compliance cost and emissions reduction period (2024-2038), offering a balanced approach and conservative approach for planning purposes. [Citations omitted.]

As above, Xcel discusses the potential repeal and uncertainties of federal regulations and basing the regulatory costs of carbon on upstream methane emissions.  



CEOs



CEOs describe how the regulatory cost of carbon values established under Minn. Stat. § 216H.06 and approved in the Commission’s December 2023 Regulatory Costs Order are applicable in gas resource planning.   



CEOs state the following:[footnoteRef:28] [28:  CEOs 2025 Initial Comments at 2-3.] 


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.6 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.7 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 populations.8 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 CO2 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. [Citations Omitted].

In addition, the CEOs state that the gas sector faces a distinct category of emissions that require a separate regulatory cost estimate. CEOs state that methane emissions and leakage occur in the system prior to delivery of the natural gas fuel to customers. According to the CEOs, methane leakage would not be subject to a carbon tax, these methane costs—the 1.4% adder to the commodity cost of gas applied through the ECO framework—should be applied separately in gas resource planning to represent distinct categories of greenhouse gas emissions. CEOs state the following:

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

[…] 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.10 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. [Citations Omitted].

DEPARTMENT’S ADDITIONAL OBSERVATIONS AND RECOMMENDATIONS



It is the Department’s understanding that sellers of natural gas are not required to share methane data, as a result upstream methane emissions data would be questionable. In addition, gas utilities like CPE, Xcel, and MERC typically also buy natural gas from pooled resources which would make it difficult to ascertain the individual supplier from which each gas molecule originates. Local distribution companies like CPE, Xcel, and MERC not only buy natural gas from within the United States, but also from Canada. Transnational purchases may further complicate calculations of upstream emissions.



As explained in detail in the Department’s 2025 initial comments[footnoteRef:29], greenhouse gas emissions defined under Minn. Stat. § 216B.2427, subd., 1 are substantively similar as the “statewide greenhouse gas emissions” defined under Minn. Stat. § 216H.01, subd. 2. [29:  Departments 2025 Initial Comments at 7-10. ] 




As noted earlier, given the issues regarding emissions data, the Commission in its October 2024 Framework Order[footnoteRef:30] made the following findings in relevant ordering paragraphs, in the section titled, “Comprehensive Gas IRP Requirements” as follows:[footnoteRef:31] [30:  In the Matter of a Commission Evaluation of Changes to Natural Gas Utility Regulatory and Policy Structures to Meet State Greenhouse Gas Reduction Goals and In the Matter of a Commission Investigation into Gas Utility Resource Planning, Order Clarifying and Expanding Framework For Natural Gas Integrated Resource Planning, October 28, 2024, Docket Nos. G999/CI-21-565 and G008,G002,G011/CI-23-117, (eDockets) 202410-211361-02, (hereinafter “October 2024 Framework Order”).]  [31:  October 2024 Framework Order at 13-14, 19 in the main body of the Order, and in the section titled, “Comprehensive Gas IRP Requirements” at 2, and 7-8. 
] 


 15. Utilities should address risk and uncertainty of demand, availability, and price for all resource options included in resource plans, and costs to comply with any regulation of greenhouse gas emissions.

[…] 52. CenterPoint, MERC, and Xcel must report methane emissions from natural gas distribution system operations using available reporting protocols in the natural gas integrated resource plan until a system specific leakage estimate derived from measured leakage from the utility distribution system is available. Within 12 months of the October 28, 2024 order, each utility shall file a report including the capital and O&M costs of procedures for system specific leakage rates measurements and a description of their current practices.

53. CenterPoint, MERC, and Xcel must include in their gas IRPs additional information about upstream emissions data availability. [Emphasis added.]

54.	Natural gas resource plans shall include the cost of each scenario and sensitivity presenting both the utility’s revenue requirement and environmental costs and other externalities to the utility’s revenue requirement.

a.	CenterPoint, MERC, and Xcel must use the most recent externality values adopted by the Commission in Docket No. E-999/CI-14-643 to estimate environmental externality costs of resource options in gas IRPs.

b.	The Commission delegates authority to the Executive Secretary to open a comment period in Docket Number E999/CI-07-1199 to consider and determine the appropriate data source and values for the regulatory cost of greenhouse gas emissions for natural gas resource planning through the upcoming docket to update the regulatory cost of carbon for electric resource planning.

55.	A natural gas utility’s preferred plan should include both (1) a ten-year sales and emissions forecast, and (2) a five-year action plan of the specific steps that it will take to implement that plan over the next five years.

a.	For each project proposed in its preferred five-year action plan, CenterPoint, MERC, and Xcel must include justification of need, resource mix, project scope, construction timeline, cost estimates including any offsetting revenues and tax benefits, and a narrative discussion of any equity impacts the project may have.

b.	CenterPoint, MERC, and Xcel must include in each integrated resource plan a narrative description of how its preferred plan will support and serve Minnesota’s greenhouse- gas-emission-reduction goals.

The Commission has previously rejected the lower regulatory cost of carbon value of $0, as explained in its December 2023 Regulatory Order. The Department recommends that CPE’s and Xcel’s proposal to use a lower regulatory cost of carbon value of $0 should be rejected.



Given the concerns with upstream methane emissions data described above, the Department recommends that the Commission reject Xcel’s proposal to use the higher regulatory cost of greenhouse emissions value of $13.



Given the concerns with upstream methane emissions data described above, and CPE’s and Xcel’s prior support in using the values from the ECO cost-effectiveness framework; the Department and CEOs not opposing the use of this value (CEE’s first method) for the regulatory cost of greenhouse gas emissions, the Department recommends that Commission use this value for regulatory costs related to methane emissions. In addition, the Department maintains the recommendations from its initial comments. 

[bookmark: _Toc174055968]DEPARTMENT RECOMMENDATIONS 

The Department’s recommendations from its initial comments are first provided below. Based on the above analysis, the Department has prepared additional recommendations, which are also provided below. 



First, the Department’s recommendations correspond to the subheadings of Section III from its initial comments below.

[bookmark: _Toc174055969]Minn. STAT. § 216H. 

A.1. The Department will separately address the Commission’s September 2025 Notice in Docket No. DI-25-345 and Docket No. CI-07-1199 after comments are received by November 7, 2025.   

E.	commission’s august 2025 notice

E.1. The Commission could require the use of the values for the regulatory cost of greenhouse gas emissions for Xcel, CenterPoint, and MERC’s upcoming gas integrated resource plans using the values established for Minn. Stat. § 216H.06 and last approved in Docket No. E999/CI-07-1199 in the Commission’s December 2023 Regulatory Costs Order with the determination that they are appropriate in gas IRP proceedings.

Thus, because of the interplay between Minn. Stat. §216H and Minn. Stat. § 216B.2427 and 2428 and the definition of emissions as described above, as well as the overall emissions reduction goal specified by the legislature, the Department recommends that Commission use the current values as established in Docket 07-1199.



E.3. The Department’s recommendation that the Commission could require the use of the values for the regulatory cost of greenhouse gas emissions using the values established for Minn. Stat. § 216H.06 and last approved in Docket No. E999/CI-07-1199 in the Commission’s December 2023 Regulatory Costs Order; will allow Xcel to incorporate these established values in its modeling inputs.

Once the Agencies seeks feedback in Dockets 25-345 and 07-1199 based on the Commission’s September 2025 Notice, and the Agencies provide their analysis and recommendations to the Commission; and once the Commission makes its determinations on the regulatory costs of greenhouse gas emissions during the course of the proceedings in Docket 07-1199; CenterPoint will have enough time to incorporate those values in its upcoming IRP due on July 1, 2027. Similarly, MERC will have enough time to incorporate those values in its upcoming IRP due on July 1, 2028.

E.4.1. Xcel should also identify, explain, and discuss both its internal accounting and Federal Energy Regulatory Commission’s (FERC) accounts and sub-accounts that will be used to track and record its internal costs and future regulatory costs associated with its upcoming natural gas IRP.

The Department seeks validation and confirmation from Xcel in its Reply Comments in this proceeding that future regulatory costs are considered as future internal costs and treated just like any other variable cost and are therefore considered by the model when it selects units to dispatch.

E.4.2. The Department recommends that CPE, Xcel, and MERC provide the following information in their respective Reply Comments, as follows:

Consistent with the information supplied by the LDC to EPA’s GHGRP, provide information for 2024;

Provide a short narrative description of how the values listed in the table above, and inclusive of data for 2024, were tabulated and calculated;

Provide the natural gas deliveries (in Dekatherms) for the years 2010 through 2024 segregated by end-user (that is separately for residential customers, commercial customers, industrial customers, and electric generating facilities);

Provide the natural gas deliveries (in Dekatherms) for the years 2010 through 2024 further segregated between sales and transport categories by end-user (that is separately for residential customers, commercial customers, industrial customers, and electric generating facilities); and 

To identify, explain, and discuss both the internal accounting and FERC accounts and sub-accounts that are used to track and record the internal costs used in reporting the data above.



Second, the Department’s recommendations correspond to the subheadings of Section III from above.



0. department’s response to other parties initial comments

A.5. The Department recommends that the Commission:

Reject CPE’s and Xcel’s proposal to use this a lower regulatory cost of carbon value of $0;

reject Xcel’s proposal to use the higher regulatory cost of greenhouse emissions value of $13; and, 



Docket Nos. E999/CI-07-1199; G008, G002, G011/CI-23-117; and G999/CI-21-565.

Analyst(s) assigned: Sachin Shah







use the values from the ECO cost-effectiveness framework (1.4% to the commodity cost of natural gas) for regulatory costs related to methane emissions.
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