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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  

The Commission’s October 9, 2024 Order1 approved and implemented CenterPoint Energy’s 
(CenterPoint or the Company) Natural Gas Innovation Act (NGIA) plan.2 The Company’s NGIA plan 
includes 17 pilot programs and additional research and development (R&D) pilots. On January 22, 
2026, CenterPoint filed a request for approval of budget modification for one of the pilots in the plan, 
Pilot D: Green Hydrogen Blending into Natural Gas Distribution System.3 This filing also informed the 
Commission and parties that a delay in authorization to proceed with Pilot D under the revised budget 
could jeopardize the receipt of federal tax credits. 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. The Company also requested that the 
Commission take action on this request by June 4, 2026 to avoid potential negative implications for 
federal tax credit receipt. 

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.”4 
 

June 28, 2023 CenterPoint filed its Natural Gas Innovation Plan.5 
 

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.6 
 

 

1 In the Matter of CenterPoint Energy’s Natural Gas Innovation Plan, Order Approving Natural Gas Innovation Plan with 
Modifications, October 9, 2024, Docket No. G-008/M-23-215, (eDockets) 202410-21085-01 (hereinafter, “Order Approving 
NGIA Plan”). 
2 In the Matter of CenterPoint Energy’s Natural Gas Innovation Plan, CenterPoint Energy, Petition, June 28, 2023, Docket 
No. G-008/M-23-215, (eDockets) 20236-196995-01 (hereinafter, “CenterPoint NGIA Plan”). 
3 CenterPoint Energy, Request for Approval of Budget Modification and Compliance Filing, January 22, 2026, Docket No. G-
008/M-23-215, (eDockets) 20261-227270-01 (hereinafter, “Petition”). 
4 Minnesota Laws 2021, 1st Special Session, ch.4, art. 8, §§ 20-21, 27. 
5 CenterPoint NGIA Plan. 
6 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/%7BD05A7292-0000-CD11-BA97-696D335AE151%7D/download?contentSequence=0&rowIndex=40
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/%7BC0B8E79B-0000-C317-8EF0-102B13AFEE42%7D/download?contentSequence=0&rowIndex=2
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.7  
 

May 30, 2025 CenterPoint Energy filed its first NGIA annual status report for activities 
during calendar year 2024.8 
 

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.9  
 

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.10 
 

January 30, 2025 The Commission issued a notice of comment period requesting 
comments from parties by March 3, 2026.11 

 

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? 

III. DEPARTMENT ANALYSIS  

First, the Department provides its analysis of CenterPoint’s requested budget increase for Pilot D and 
whether the updated 5-year budget for this pilot is reasonable. The Department then analyzes the 
Company’s proposed sources of funds to cover this increase. 
 

 

7 Order Approving NGIA Plan. 
8 CenterPoint Energy, Report, May 30, 2025, Docket No. G-008/M-23-215, (eDockets) 20255-219457-01 (hereinafter, “2024 
NGIA Status Report”). 
9 Order, November 13, 2025, Docket No. G-008/M-23-215, (eDockets) 202511-224543-01. 
10 Petition. 
11 Notice of Comment Period, January 30, 2026, Docket No. G-008/M-23-215, (eDockets) 20261-227659-01. 

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
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A. BACKGROUND 

In its Order approving CenterPoint’s NGIA plan, the Commission allowed the Company to increase its 
budget for pilots with higher-than-expected expenditures without seeking additional approval from the 
Commission; however, the Commission placed conditions on this budget flexibility, including the 
following: 
 

• The Commission required that any budget increase exceeding 25 percent of the total five-year 
pilot budget go through the annual review process or be filed for comment and approval in 
Docket No. 23-215; and 

• the Commission prohibited any use of budget flexibility until the third year of the plan.12 
 

The Company’s proposed Pilot D budget increase exceeds 25% of the approved pilot budget.13 In 
addition, the Company filed the budget increase request fewer than three years into its NGIA plan. 
Therefore, CenterPoint is required to seek approval from the Commission to make the requested 
change. The Department notes that in its NGIA comments the Department recommended that Pilot D 
be rejected due to poor performance of the Company’s other hydrogen electrolyzer, concerns about 
PTCs, and the overall cost effectiveness of the project.14 As the Commission approved the Company’s 
Pilot D, however, the Department does not readdress concerns with the pilot here, and instead focuses 
only on the request to shift funds. 

B. REQUEST FOR PILOT D BUDGET INCREASE 

CenterPoint requested to increase its budget for Pilot D by $1,404,384. If granted, this request would 
raise the Pilot D budget by 30%, from $4,646,943 to $6,051,327. The requested budget increase 
includes both an initial increase of $468,412 and an additional contingency increase of $935,972.15  
 

CenterPoint notes that the following three factors impacted its revised Pilot D budget: 
 

• Completion of a front-end engineering design (FEED) study which projected increased capital 
costs relative to the Company’s initial cost estimate;16 

• a change to the timeline of hourly matching requirements which resulted in an increase in Pilot 
D’s projected eligibility for PTCs;17 and 

• delays in the updated construction schedule and resulting operation date for Pilot D which 
resulted in fewer operation costs over the five year NGIA plan.18 

The FEED study estimated total capital costs at $7.4 million, a $2.4 million increase from the initial plan 
estimate.19 The FEED study also included an accuracy range of plus or minus 25 percent, or $5.9 million 
to $9.2 million. Regarding the capital cost increase, the company states: 

 

12 Order Approving NGIA Plan at Order Point 26. 
13 Petition at 8. 
14 Department, Comments, January 16, 2024, Docket No. G-008/M-23-215, (eDockets) 20241-202261-02 at 40-41. 
15 Petition at 6. 
16 Id., at 3. 
17 Id., at 4. 
18 Ibid. 
19 Id., at 3. 

https://efiling.web.commerce.state.mn.us/documents/%7BD0C8188D-0000-C236-8E4F-656375FC7AEF%7D/download?contentSequence=0&rowIndex=102
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This increase in costs is the result of numerous factors, including updated 
understandings of the technical requirements for the project, expansion of 
scope included in the estimate, increases to market pricing of critical 
components, general inflation, and high-levels of uncertainty typically 
associated with early-stage cost estimates for large infrastructure 
projects.20 

The Company notes that both the increase in Pilot D’s eligibility for PTCs and the decrease in five-year 
operation costs due to construction delays help to mitigate the increased capital costs. Specifically, the 
Company projects an increase of $370,000 in PTC funding due to the assumption that hydrogen 
produced using grid-sourced electricity will continue to be eligible for the PTC until hourly matching 
requirements begin in 2030, rather than 2028 as previously assumed.21 The Company also removed a 
half year of operations costs for Pilot D to reflect a later projected start date in Year 3. 
 
CenterPoint’s total projected incremental costs counting against the five-year budget, after accounting 
for increased capital costs, increased PTC funding, and decreased operations costs are $468,412.22 
However, the Company requests an additional $935,972 to cover the uncertainty range of capital costs 
from the FEED study. These combined costs amount to the Company’s total budget increase request of 
$1,404,384. Table 1 summarizes all components of the requested budget increase. 
 

Table 1. Summary of CenterPoint's requested changes to the Pilot D 5-year budget.23 

 Approved budget Updated budget 
(initial) 

Updated budget 
(including 
contingency) 

Total capital costs $5,000,000 $7,364,781 $9,205,976 
Incremental 
costs 
counting 
against 5-
year budget 

5-year revenue 
requirements for 
capital projects 

$1,875,024 $3,006,624 $3,847,317 

Non-fuel O&M costs24 $2,678,037 $1,900,988 $1,900,988 
Natural gas savings -$379,161 -$312,981 -$312,981 
Additional portfolio 
administrative costs25 

$473,041 $520,724 $616,002 

Total $4,646,943 $5,115,355 $6,051,327 
Requested increase  $468,412 $1,404,384 

 
 

 

20 Id., at 3. 
21 Id., at 4. 
22 Id., at 6. 
23 Department summary of data included in Petition at Attachment 1. 
24 These costs incorporate PTCs. 
25 These costs represent administrative costs shared among the entire NGIA portfolio. Administrative costs are split 
between pilots according to pilot cost.  
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The Company’s initial cost increase request (without the contingency amount) is only 10 percent of 
Pilot D’s approved budget. This increase is within the 25 percent limit established by the Commission 
for CenterPoint’s budget flexibility.26 If the Company were to request just this initial increase, it would 
still not be able to exercise budget flexibility due to the prohibition of budget flexibility until the third 
year of the plan.27 However, given that the initial cost increase request is well within the 25% limit, and 
that the completion of a FEED study represents a reasonable justification for this increase, the 
Department believes that the initial updated budget of $5,115,355 is reasonable. The Department 
recommends that the Commission approve CenterPoint’s initial budget increase request of $468,412. 
However, the Department requests more information from the Company before making a 
recommendation regarding the Company’s full budget increase request including the contingency 
portion. 
 
The Department notes that the contingency portion of the Company’s requested budget increase is 
significant—nearly two thirds of the total requested increase and 20% of the pilot’s original approved 
budget. This substantial contingency is based on a 25 percent increase in capital costs from the 
baseline estimate produced by the FEED study.28 The Department recommends that CenterPoint 
explain in reply comments how the FEED study selected 25 percent as the amount by which to 
increase total capital costs for the upper range (contingency) estimate. 
 
The Department also notes that CenterPoint did not include in its original NGIA plan any funding 
allocated specifically to contingencies. However, the Company states that it separated its initial and 
contingency budget increase requests in the Petition because the Commission has previously 
considered contingency funding separately when reviewing NGIA pilot budgets.29 Specifically, the 
Commission approved explicit contingency funds for two of Xcel’s NGIA pilots: a 5 MW hydrogen pilot 
and a community ground source heat pump project.30 Regarding Xcel’s 5 MW hydrogen pilot, the 
Commission concluded that a contingency fund was appropriate given the inherent uncertainties 
associated with the size and novelty of the project. However, the Commission also required Xcel to 
include in its annual NGIA status reports a discussion of any use of the contingency fund including 
evidence of cost increases beyond Xcel’s control.31 The Department recommends that, if it authorizes 
CenterPoint’s full requested Pilot D budget increase, the Commission similarly require the Company 
to report on any use of the contingency portion of the Pilot D budget (i.e., any expenditures above 
$5,115,355) and to provide evidence of cost increases beyond the Company’s control. 
 
 

 

26 Order Approving NGIA Plan at Order Point 26(b). 
27 Id., at Order Point 26(d). 
28 Petition at 3. 
29 Id., at 6. 
30 In the Matter of Xcel Energy’s Natural Gas Innovation Plan, Order Approving Natural Gas Innovation Plan with 
Modifications, May 16, 2025, Docket No. G-002/M-23-518, (eDockets) 202410-210845-01 (hereafter, “Order Approving 
Xcel’s NGIA Plan”), at 9 and 18. 
31 Order Approving Xcel’s NGIA Plan, at Order Point 8(D). 

https://efiling.web.commerce.state.mn.us/documents/%7BD05A7292-0000-CD11-BA97-696D335AE151%7D/download?contentSequence=0&rowIndex=40
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Finally, the Department notes that the Company calculated the annual revenue requirements for 
capital projects associated with the upper range based on the following formula:32 
 

𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 = 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 ∗ �
𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 ∗ 1.25 − 𝐼𝐼𝐼𝐼𝐼𝐼

𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 − 𝐼𝐼𝐼𝐼𝐼𝐼
� 

 
In this formula, 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 represents the annual revenue requirement for capital projects based on 
the baseline FEED analysis, 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 represents the total capital costs from the baseline FEED 
analysis, and 𝐼𝐼𝐼𝐼𝐼𝐼 is the assumed ITC value associated with 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇. Since 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 and 𝐼𝐼𝐼𝐼𝐼𝐼 
are constant values ($7,364,781 and $178,000, respectively), the formula can be rewritten as: 
 

𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 = 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 ∗ 1.28 
 
Therefore, while the upper range places total capital costs 25% higher than the baseline estimate, the 
corresponding five-year revenue requirements for capital costs are 28% higher than the baseline 
estimate. As shown by the equations above, this difference is due to the way in which the Company 
incorporated the ITC into the upper range. The Company’s calculation assumes that the increase in 
capital costs associated with the upper uncertainty range would not impact the amount of ITC 
received. The Department requests that CenterPoint explain in reply comments its justification for 
this assumption. 

C. SOURCE OF FUNDS TO COVER PILOT D BUDGET INCREASE 

CenterPoint proposes two options to cover the Pilot D budget increase without increasing the overall 
NGIA plan budget. The Company’s preferred option is to move the requested $1.4 million out of the 
budget for Pilot C.33 The Company’s alternative option is to transfer the $1.4 million from the reserve 
funds for R&D projects.34 
 

C.1. Moving Budget from Pilot C 
 
CenterPoint’s approved NGIA plan includes two pilots (B and C) that consist of purchasing renewable 
natural gas (RNG).35 Pilot B identifies a specific producer from which to purchase RNG (Ramsey & 
Washington Counties Organic Waste). Pilot C involves issuing a request for proposal (RFP) to purchase 
an additional amount of RNG to complete the Company’s RNG portfolio.36 Pilot C’s approved 5-year 
budget is $40,271,426.37 
 

 

32 Department interpretation of Excel functions in Petition at Attachment 1. 
33 Petition at 6. 
34 Id., at 9. 
35 CenterPoint’s initial NGIA Plan filed on June 28, 2023 included a third RNG pilot, Pilot A, which proposed to purchase RNG 
from Hennepin County Organic Waste. However, as explained in the Company’s March 15, 2024 reply comments, Pilot A 
was removed from the plan since Hennepin County decided not to continue pursuing its anaerobic digester project. 
36 CenterPoint NGIA Plan at 6. 
37 CenterPoint Modified NGIA Plan at 32. 
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In its first annual status report for 2024, CenterPoint stated that it had issued an RFP for RNG through 
Pilot C, evaluated responses, and initiated negotiations with RNG providers, but had not yet purchased 
any RNG.38 The Company notes that since it filed this status report, it has completed its RFP process 
and signed contracts with three RNG producers.39 However, several of the selected RNG facilities have 
expected in-service dates later than initially assumed in the Company’s NGIA plan. This means that the 
Company will start paying for RNG later than expected and therefore spend less than expected during 
the five-year plan period.40 Specifically, the Company projects Pilot C’s 5-year costs to be $7.1 million 
lower than the approved $40.3 million budget.41 This excess budget would be more than enough to 
cover the requested $1.4 million increase to Pilot D’s budget. Table 2 compares the updated cost 
estimates to the initial plan estimates in each plan year.  
 

Table 2. RNG contract costs counting against the NGIA budget by NGIA plan year.42 

 Year 1 Year 2 Year 3 Year 4 Year 5 
Assumed in Initial Plan ($ million) - 8.5 8.6 8.7 8.8 
Updated Estimate ($ million) - 2.9 8.0 9.2 7.4 

 
The Minnesota statute governing the NGIA plan, Minn. Stat. § 216B.2427, requires that “50 percent or 
more of the utility’s costs approved by the Commission for recovery under the plan are for the 
procurement and distribution of renewable natural gas, biogas, hydrogen produced via power-to-
hydrogen, and ammonia produced via power-to-ammonia.”43 Under the Company’s preferred 
proposal, costs would be shifted from an RNG pilot to a Hydrogen pilot, both of which meet the 
requirements of the NGIA statute.  
 
Without the Company’s requested increase to Pilot D, the Pilot C budget decrease discussed above 
would drop the Company’s spending during its 5-year NGIA plan under the 50 percent alternative fuel 
threshold. However, the requested increase, even without the contingency portion, returns the 
Company’s spending to above the 50 percent threshold, regardless of whether the funding is shifted 
from Pilot D or from the reserve funds. As such, the 50 percent alternative fuel threshold should not 
influence whether funding should be shifted from Pilot C or from the reserve funds for R&D. 
 
Finally, the Department notes that regardless of whether funding is shifted from Pilot C to Pilot D, the 
Pilot C spending during the current five-year planning period will decrease based on the Company’s 
updated cost projections. However, some Pilot C costs will potentially be shifted to the Company’s next 
NGIA plan as the contracts for RNG will likely continue beyond the current five-year planning period. As 
the requested funding is necessary to cover additional capital costs for Pilot D, not ongoing costs, 
shifting costs from Pilot C to D will likely not cause additional impacts to the Company’s next NGIA 
plan.  

 

38 2024 NGIA Status Report at 18. 
39 Petition at 6. 
40 Id., at 7. 
41 Id., at 7. 
42 Id., at 7. 
43 Minn. Stat. § 216B.2427, subd. 2. d(1) (2024). 

https://www.revisor.mn.gov/statutes/cite/216B.2427#stat.216B.2427.2


Docket No. G-008/M-23-215 
Analyst(s) assigned: Taryn Waite, Michael Zajicek 
 
 
 

8 

 
C.2. Moving Budget from the R&D Reserve Funds 

 
The Company’s alternative proposal is to shift the $1.4 million from the approved R&D reserve funds. 
CenterPoint’s approved NGIA plan includes $8.5 million of funding to be used for additional R&D 
pilots.44 The Company indicated that of this funding an estimated $60,000 to $200,000 will be assigned 
to a new small farm participation in RNG markets study, but otherwise the funding is available.45 This 
amount easily exceeds the increased budget request for Pilot D.  
 
The Department notes that the intended use of the R&D reserve fund was for the Company to propose 
additional R&D projects in its annual status reports for approval by the Commission.46 Although the 
funds are not committed, these funds were not intended to be a general reserve fund for all of the 
Company’s NGIA pilots in case of cost overruns. While there is nothing in the Commission’s Order 
Approving the NGIA that prevents parties from shifting this funding, it was not the intended use. 
 

C.3. Department Recommendation 
 
For the reasons discussed above, the Department recommends that if the Commission approves 
CPE’s request to increase the budget for Pilot D, that the Company shift funding from Pilot C, rather 
than from the R&D Reserve funds. The R&D funding had a specific purpose that it might still be used 
for, as the Company has yet to even file its second annual report for its 5-year plan. Shifting funding 
from Pilot C poses no risk to Pilot C or to future NGIA plans.  

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. 
 

B. REQUEST FOR PILOT D BUDGET INCREASE 

 

• The Department recommends that the Commission approve CenterPoint’s initial budget 
increase request of $468,412. 

• The Department recommends that CenterPoint explain in reply comments how the FEED study 
selected 25 percent as the amount by which to increase total capital costs for the upper range 
(contingency) estimate. 

• The Department recommends that, if it authorizes CenterPoint’s full requested Pilot D budget 
increase, the Commission require the Company to report on any use of the contingency portion 

 

44 Petition at 9. 
45 Ibid. 
46 Order Approving NGIA Plan at 31. 
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of the Pilot D budget (i.e., any expenditures above $5,115,355) and to provide evidence of cost 
increases beyond the Company’s control. 

• The Department recommends that CenterPoint explain in reply comments its justification for its 
assumption that the increase in capital costs associated with the upper uncertainty range would 
not impact the amount of ITC received. 

 

C.  SOURCE OF FUNDS TO COVER PILOT D BUDGET INCREASE 

• C.3. The Department recommends that if the Commission approves CPE’s request to increase 
the budget for Pilot D, that the Company shift funding from Pilot C, rather than from the R&D 
Reserve funds. 
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Dear Ms. Bergman,



Attached are the 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 requests additional information from CenterPoint and will provide complete recommendations in reply comments. The Department is available to answer any questions the Minnesota Public Utilities Commission may have.
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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 

The Commission’s October 9, 2024 Order[footnoteRef:2] approved and implemented CenterPoint Energy’s (CenterPoint or the Company) Natural Gas Innovation Act (NGIA) plan.[footnoteRef:3] The Company’s NGIA plan includes 17 pilot programs and additional research and development (R&D) pilots. On January 22, 2026, CenterPoint filed a request for approval of budget modification for one of the pilots in the plan, Pilot D: Green Hydrogen Blending into Natural Gas Distribution System.[footnoteRef:4] This filing also informed the Commission and parties that a delay in authorization to proceed with Pilot D under the revised budget could jeopardize the receipt of federal tax credits. 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. The Company also requested that the Commission take action on this request by June 4, 2026 to avoid potential negative implications for federal tax credit receipt. [2:  In the Matter of CenterPoint Energy’s Natural Gas Innovation Plan, Order Approving Natural Gas Innovation Plan with Modifications, October 9, 2024, Docket No. G-008/M-23-215, (eDockets) 202410-21085-01 (hereinafter, “Order Approving NGIA Plan”).]  [3:  In the Matter of CenterPoint Energy’s Natural Gas Innovation Plan, CenterPoint Energy, Petition, June 28, 2023, Docket No. G-008/M-23-215, (eDockets) 20236-196995-01 (hereinafter, “CenterPoint NGIA Plan”).]  [4:  CenterPoint Energy, Request for Approval of Budget Modification and Compliance Filing, January 22, 2026, Docket No. G-008/M-23-215, (eDockets) 20261-227270-01 (hereinafter, “Petition”).] 


[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:5] [5:  Minnesota Laws 2021, 1st Special Session, ch.4, art. 8, §§ 20-21, 27.] 






		June 28, 2023

		CenterPoint filed its Natural Gas Innovation Plan.[footnoteRef:6] [6:  CenterPoint NGIA Plan.] 






		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:7] [7:  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:8]  [8:  Order Approving NGIA Plan.] 






		May 30, 2025

		CenterPoint Energy filed its first NGIA annual status report for activities during calendar year 2024.[footnoteRef:9] [9:  CenterPoint Energy, Report, May 30, 2025, Docket No. G-008/M-23-215, (eDockets) 20255-219457-01 (hereinafter, “2024 NGIA Status Report”).] 






		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:10]  [10:  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:11] [11:  Petition.] 






		January 30, 2025

		The Commission issued a notice of comment period requesting comments from parties by March 3, 2026.[footnoteRef:12] [12:  Notice of Comment Period, January 30, 2026, Docket No. G-008/M-23-215, (eDockets) 20261-227659-01.] 








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?

Department analysis 

First, the Department provides its analysis of CenterPoint’s requested budget increase for Pilot D and whether the updated 5-year budget for this pilot is reasonable. The Department then analyzes the Company’s proposed sources of funds to cover this increase.



BACKGROUND

In its Order approving CenterPoint’s NGIA plan, the Commission allowed the Company to increase its budget for pilots with higher-than-expected expenditures without seeking additional approval from the Commission; however, the Commission placed conditions on this budget flexibility, including the following:



The Commission required that any budget increase exceeding 25 percent of the total five-year pilot budget go through the annual review process or be filed for comment and approval in Docket No. 23-215; and

the Commission prohibited any use of budget flexibility until the third year of the plan.[footnoteRef:13] [13:  Order Approving NGIA Plan at Order Point 26.] 




The Company’s proposed Pilot D budget increase exceeds 25% of the approved pilot budget.[footnoteRef:14] In addition, the Company filed the budget increase request fewer than three years into its NGIA plan. Therefore, CenterPoint is required to seek approval from the Commission to make the requested change. The Department notes that in its NGIA comments the Department recommended that Pilot D be rejected due to poor performance of the Company’s other hydrogen electrolyzer, concerns about PTCs, and the overall cost effectiveness of the project.[footnoteRef:15] As the Commission approved the Company’s Pilot D, however, the Department does not readdress concerns with the pilot here, and instead focuses only on the request to shift funds. [14:  Petition at 8.]  [15:  Department, Comments, January 16, 2024, Docket No. G-008/M-23-215, (eDockets) 20241-202261-02 at 40-41.] 


REQUEST FOR PILOT D BUDGET INCREASE

CenterPoint requested to increase its budget for Pilot D by $1,404,384. If granted, this request would raise the Pilot D budget by 30%, from $4,646,943 to $6,051,327. The requested budget increase includes both an initial increase of $468,412 and an additional contingency increase of $935,972.[footnoteRef:16]  [16:  Petition at 6.] 




CenterPoint notes that the following three factors impacted its revised Pilot D budget:



· Completion of a front-end engineering design (FEED) study which projected increased capital costs relative to the Company’s initial cost estimate;[footnoteRef:17] [17:  Id., at 3.] 


· a change to the timeline of hourly matching requirements which resulted in an increase in Pilot D’s projected eligibility for PTCs;[footnoteRef:18] and [18:  Id., at 4.] 


· delays in the updated construction schedule and resulting operation date for Pilot D which resulted in fewer operation costs over the five year NGIA plan.[footnoteRef:19] [19:  Ibid.] 


The FEED study estimated total capital costs at $7.4 million, a $2.4 million increase from the initial plan estimate.[footnoteRef:20] The FEED study also included an accuracy range of plus or minus 25 percent, or $5.9 million to $9.2 million. Regarding the capital cost increase, the company states: [20:  Id., at 3.] 


This increase in costs is the result of numerous factors, including updated understandings of the technical requirements for the project, expansion of scope included in the estimate, increases to market pricing of critical components, general inflation, and high-levels of uncertainty typically associated with early-stage cost estimates for large infrastructure projects.[footnoteRef:21] [21:  Id., at 3.] 


The Company notes that both the increase in Pilot D’s eligibility for PTCs and the decrease in five-year operation costs due to construction delays help to mitigate the increased capital costs. Specifically, the Company projects an increase of $370,000 in PTC funding due to the assumption that hydrogen produced using grid-sourced electricity will continue to be eligible for the PTC until hourly matching requirements begin in 2030, rather than 2028 as previously assumed.[footnoteRef:22] The Company also removed a half year of operations costs for Pilot D to reflect a later projected start date in Year 3. [22:  Id., at 4.] 




CenterPoint’s total projected incremental costs counting against the five-year budget, after accounting for increased capital costs, increased PTC funding, and decreased operations costs are $468,412.[footnoteRef:23] However, the Company requests an additional $935,972 to cover the uncertainty range of capital costs from the FEED study. These combined costs amount to the Company’s total budget increase request of $1,404,384. Table 1 summarizes all components of the requested budget increase. [23:  Id., at 6.] 




[bookmark: _Ref221702120]Table 1. Summary of CenterPoint's requested changes to the Pilot D 5-year budget.[footnoteRef:24] [24:  Department summary of data included in Petition at Attachment 1.] 


		

		Approved budget

		Updated budget (initial)

		Updated budget (including contingency)



		Total capital costs

		$5,000,000

		$7,364,781

		$9,205,976



		Incremental costs counting against 5-year budget

		5-year revenue requirements for capital projects

		$1,875,024

		$3,006,624

		$3,847,317



		

		Non-fuel O&M costs[footnoteRef:25] [25:  These costs incorporate PTCs.] 


		$2,678,037

		$1,900,988

		$1,900,988



		

		Natural gas savings

		-$379,161

		-$312,981

		-$312,981



		

		Additional portfolio administrative costs[footnoteRef:26] [26:  These costs represent administrative costs shared among the entire NGIA portfolio. Administrative costs are split between pilots according to pilot cost. ] 


		$473,041

		$520,724

		$616,002



		

		Total

		$4,646,943

		$5,115,355

		$6,051,327



		

		Requested increase

		

		$468,412

		$1,404,384









The Company’s initial cost increase request (without the contingency amount) is only 10 percent of Pilot D’s approved budget. This increase is within the 25 percent limit established by the Commission for CenterPoint’s budget flexibility.[footnoteRef:27] If the Company were to request just this initial increase, it would still not be able to exercise budget flexibility due to the prohibition of budget flexibility until the third year of the plan.[footnoteRef:28] However, given that the initial cost increase request is well within the 25% limit, and that the completion of a FEED study represents a reasonable justification for this increase, the Department believes that the initial updated budget of $5,115,355 is reasonable. The Department recommends that the Commission approve CenterPoint’s initial budget increase request of $468,412. However, the Department requests more information from the Company before making a recommendation regarding the Company’s full budget increase request including the contingency portion. [27:  Order Approving NGIA Plan at Order Point 26(b).]  [28:  Id., at Order Point 26(d).] 




The Department notes that the contingency portion of the Company’s requested budget increase is significant—nearly two thirds of the total requested increase and 20% of the pilot’s original approved budget. This substantial contingency is based on a 25 percent increase in capital costs from the baseline estimate produced by the FEED study.[footnoteRef:29] The Department recommends that CenterPoint explain in reply comments how the FEED study selected 25 percent as the amount by which to increase total capital costs for the upper range (contingency) estimate. [29:  Petition at 3.] 




The Department also notes that CenterPoint did not include in its original NGIA plan any funding allocated specifically to contingencies. However, the Company states that it separated its initial and contingency budget increase requests in the Petition because the Commission has previously considered contingency funding separately when reviewing NGIA pilot budgets.[footnoteRef:30] Specifically, the Commission approved explicit contingency funds for two of Xcel’s NGIA pilots: a 5 MW hydrogen pilot and a community ground source heat pump project.[footnoteRef:31] Regarding Xcel’s 5 MW hydrogen pilot, the Commission concluded that a contingency fund was appropriate given the inherent uncertainties associated with the size and novelty of the project. However, the Commission also required Xcel to include in its annual NGIA status reports a discussion of any use of the contingency fund including evidence of cost increases beyond Xcel’s control.[footnoteRef:32] The Department recommends that, if it authorizes CenterPoint’s full requested Pilot D budget increase, the Commission similarly require the Company to report on any use of the contingency portion of the Pilot D budget (i.e., any expenditures above $5,115,355) and to provide evidence of cost increases beyond the Company’s control. [30:  Id., at 6.]  [31:  In the Matter of Xcel Energy’s Natural Gas Innovation Plan, Order Approving Natural Gas Innovation Plan with Modifications, May 16, 2025, Docket No. G-002/M-23-518, (eDockets) 202410-210845-01 (hereafter, “Order Approving Xcel’s NGIA Plan”), at 9 and 18.]  [32:  Order Approving Xcel’s NGIA Plan, at Order Point 8(D).] 






Finally, the Department notes that the Company calculated the annual revenue requirements for capital projects associated with the upper range based on the following formula:[footnoteRef:33] [33:  Department interpretation of Excel functions in Petition at Attachment 1.] 








In this formula,  represents the annual revenue requirement for capital projects based on the baseline FEED analysis,  represents the total capital costs from the baseline FEED analysis, and  is the assumed ITC value associated with . Since  and  are constant values ($7,364,781 and $178,000, respectively), the formula can be rewritten as:







Therefore, while the upper range places total capital costs 25% higher than the baseline estimate, the corresponding five-year revenue requirements for capital costs are 28% higher than the baseline estimate. As shown by the equations above, this difference is due to the way in which the Company incorporated the ITC into the upper range. The Company’s calculation assumes that the increase in capital costs associated with the upper uncertainty range would not impact the amount of ITC received. The Department requests that CenterPoint explain in reply comments its justification for this assumption.

SOURCE OF FUNDS TO COVER PILOT D BUDGET INCREASE

CenterPoint proposes two options to cover the Pilot D budget increase without increasing the overall NGIA plan budget. The Company’s preferred option is to move the requested $1.4 million out of the budget for Pilot C.[footnoteRef:34] The Company’s alternative option is to transfer the $1.4 million from the reserve funds for R&D projects.[footnoteRef:35] [34:  Petition at 6.]  [35:  Id., at 9.] 




Moving Budget from Pilot C



CenterPoint’s approved NGIA plan includes two pilots (B and C) that consist of purchasing renewable natural gas (RNG).[footnoteRef:36] Pilot B identifies a specific producer from which to purchase RNG (Ramsey & Washington Counties Organic Waste). Pilot C involves issuing a request for proposal (RFP) to purchase an additional amount of RNG to complete the Company’s RNG portfolio.[footnoteRef:37] Pilot C’s approved 5-year budget is $40,271,426.[footnoteRef:38] [36:  CenterPoint’s initial NGIA Plan filed on June 28, 2023 included a third RNG pilot, Pilot A, which proposed to purchase RNG from Hennepin County Organic Waste. However, as explained in the Company’s March 15, 2024 reply comments, Pilot A was removed from the plan since Hennepin County decided not to continue pursuing its anaerobic digester project.]  [37:  CenterPoint NGIA Plan at 6.]  [38:  CenterPoint Modified NGIA Plan at 32.] 




In its first annual status report for 2024, CenterPoint stated that it had issued an RFP for RNG through Pilot C, evaluated responses, and initiated negotiations with RNG providers, but had not yet purchased any RNG.[footnoteRef:39] The Company notes that since it filed this status report, it has completed its RFP process and signed contracts with three RNG producers.[footnoteRef:40] However, several of the selected RNG facilities have expected in-service dates later than initially assumed in the Company’s NGIA plan. This means that the Company will start paying for RNG later than expected and therefore spend less than expected during the five-year plan period.[footnoteRef:41] Specifically, the Company projects Pilot C’s 5-year costs to be $7.1 million lower than the approved $40.3 million budget.[footnoteRef:42] This excess budget would be more than enough to cover the requested $1.4 million increase to Pilot D’s budget. Table 2 compares the updated cost estimates to the initial plan estimates in each plan year.  [39:  2024 NGIA Status Report at 18.]  [40:  Petition at 6.]  [41:  Id., at 7.]  [42:  Id., at 7.] 




[bookmark: _Ref221882630]Table 2. RNG contract costs counting against the NGIA budget by NGIA plan year.[footnoteRef:43] [43:  Id., at 7.] 


		

		Year 1

		Year 2

		Year 3

		Year 4

		Year 5



		Assumed in Initial Plan ($ million)

		-

		8.5

		8.6

		8.7

		8.8



		Updated Estimate ($ million)

		-

		2.9

		8.0

		9.2

		7.4







The Minnesota statute governing the NGIA plan, Minn. Stat. § 216B.2427, requires that “50 percent or more of the utility’s costs approved by the Commission for recovery under the plan are for the procurement and distribution of renewable natural gas, biogas, hydrogen produced via power-to-hydrogen, and ammonia produced via power-to-ammonia.”[footnoteRef:44] Under the Company’s preferred proposal, costs would be shifted from an RNG pilot to a Hydrogen pilot, both of which meet the requirements of the NGIA statute.  [44:  Minn. Stat. § 216B.2427, subd. 2. d(1) (2024).] 




Without the Company’s requested increase to Pilot D, the Pilot C budget decrease discussed above would drop the Company’s spending during its 5-year NGIA plan under the 50 percent alternative fuel threshold. However, the requested increase, even without the contingency portion, returns the Company’s spending to above the 50 percent threshold, regardless of whether the funding is shifted from Pilot D or from the reserve funds. As such, the 50 percent alternative fuel threshold should not influence whether funding should be shifted from Pilot C or from the reserve funds for R&D.



Finally, the Department notes that regardless of whether funding is shifted from Pilot C to Pilot D, the Pilot C spending during the current five-year planning period will decrease based on the Company’s updated cost projections. However, some Pilot C costs will potentially be shifted to the Company’s next NGIA plan as the contracts for RNG will likely continue beyond the current five-year planning period. As the requested funding is necessary to cover additional capital costs for Pilot D, not ongoing costs, shifting costs from Pilot C to D will likely not cause additional impacts to the Company’s next NGIA plan. 



Moving Budget from the R&D Reserve Funds



The Company’s alternative proposal is to shift the $1.4 million from the approved R&D reserve funds. CenterPoint’s approved NGIA plan includes $8.5 million of funding to be used for additional R&D pilots.[footnoteRef:45] The Company indicated that of this funding an estimated $60,000 to $200,000 will be assigned to a new small farm participation in RNG markets study, but otherwise the funding is available.[footnoteRef:46] This amount easily exceeds the increased budget request for Pilot D.  [45:  Petition at 9.]  [46:  Ibid.] 




The Department notes that the intended use of the R&D reserve fund was for the Company to propose additional R&D projects in its annual status reports for approval by the Commission.[footnoteRef:47] Although the funds are not committed, these funds were not intended to be a general reserve fund for all of the Company’s NGIA pilots in case of cost overruns. While there is nothing in the Commission’s Order Approving the NGIA that prevents parties from shifting this funding, it was not the intended use. [47:  Order Approving NGIA Plan at 31.] 




Department Recommendation



For the reasons discussed above, the Department recommends that if the Commission approves CPE’s request to increase the budget for Pilot D, that the Company shift funding from Pilot C, rather than from the R&D Reserve funds. The R&D funding had a specific purpose that it might still be used for, as the Company has yet to even file its second annual report for its 5-year plan. Shifting funding from Pilot C poses no risk to Pilot C or to future NGIA plans. 

[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. REQUEST FOR PILOT D BUDGET INCREASE



The Department recommends that the Commission approve CenterPoint’s initial budget increase request of $468,412.

The Department recommends that CenterPoint explain in reply comments how the FEED study selected 25 percent as the amount by which to increase total capital costs for the upper range (contingency) estimate.

The Department recommends that, if it authorizes CenterPoint’s full requested Pilot D budget increase, the Commission require the Company to report on any use of the contingency portion of the Pilot D budget (i.e., any expenditures above $5,115,355) and to provide evidence of cost increases beyond the Company’s control.

The Department recommends that CenterPoint explain in reply comments its justification for its assumption that the increase in capital costs associated with the upper uncertainty range would not impact the amount of ITC received.



 SOURCE OF FUNDS TO COVER PILOT D BUDGET INCREASE

C.3. The Department recommends that if the Commission approves CPE’s request to increase the budget for Pilot D, that the Company shift funding from Pilot C, rather than from the R&D Reserve funds.
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