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The Institute for Policy Integrity (“Policy Integrity”)! respectfully submits the following comments to
the Minnesota Pollution Control Agency (“MPCA”) and the Minnesota Department of Commerce,
Division of Energy Resources (“Department) (together, “the Agencies”) in response to their July 9,
2019 Request for Comments (“Request”) on the range of cost estimates for the future cost of carbon
dioxide (“CO;"”) regulation on electricity generation.

Policy Integrity is a non-partisan think tank dedicated to improving the quality of government
decisionmaking through advocacy and scholarship in the fields of administrative law, economics, and
public policy. Policy Integrity regularly conducts economic and legal analysis on the appropriate use
of the social cost of carbon, with an emphasis on electricity decisionmaking.

Among other questions, the Agencies ask for comments on “whether the application scenarios listed
in the [Public Utility] Commission’s June 11, 2018 Order remain reasonable and appropriate.” That
Order requires utilities to consider alternative resource planning scenarios using a range of both
regulatory costs and environmental costs.

On June 11, 2018, the Minnesota Public Utilities Commission (PUC) issued an order designed to
reconcile the regulations under Minn. Stat. § 216B.2422 and Minn. Stat. § 216H.06, both of which
require utilities to place a value on greenhouse gas emissions in resource planning proceedings.
Minn. Stat. § 216B.2422 subd. 3 requires the PUC to “quantify and establish a range of environmental
costs associated with each method of electricity generation,” and in turn, requires utilities to “use the
values established by the commission . . . when evaluating and selecting resource options in all
proceedings before the commission.”? Minn. Stat. § 216H.06 requires the PUC to “establish an

1 Policy Integrity is based at New York University School of Law; no part of these comments purports to present the views,
if any, of New York University or its School of Law.
2 Minn. Stat. § 216B.2422 subd. 3(a).
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estimate of the likely range of costs of future carbon dioxide regulation on electricity generation,” to
be used “in all electricity generation resource acquisition proceedings.”3

Accordingly, the June 2018 order requires utilities to use a range of $5-$25 per short ton for carbon
dioxide regulatory costs in their resource planning, and continue to use an environmental carbon
dioxide cost, as set by the PUC’s January 2018 order. The PUC’s environmental externality cost
estimates are based on the IWG social cost of greenhouse gases estimates, using the 5-percent and 3-
percent discount rates with a shortened time horizon.* The environmental cost in year 2025, when
the new regulatory cost numbers will take effect, would be between $10.67 and $49.75 (in 2018
dollars) per short ton. Under the June 2018 order, utilities are required to include scenarios with the
high and low end values for both the regulatory cost and the environmental cost in their resource
acquisition planning.

These comments focus on the proposed scenarios from the June 2018 PUC order. Specifically,
Minnesota should continue to require utilities to use environmental externality costs based on the
best available science and economics in their resource planning.

Minnesota should continue to require utilities to account for climate damages

As the agencies know, valuing climate damages monetarily is an important tool for state
decisonmakers seeking to maximize social welfare. This valuation includes the costs of greenhouse
gas emissions, spanning property damage, health impacts, and crop losses, which are not already
captured by the market. Using such a damage cost approach is the only way to capture all of the
externalities caused by greenhouse gas emissions, which the PUC has indicated is required by Minn.
Stat. § 216B.2422 subd. 3.5

Incorporating climate change considerations into electricity policy by putting a dollar value on the
harms from each additional ton of greenhouse gas pollution can help regulators evaluate which policy
options and make rational decisions. Similarly, it can help utilities weigh the relative costs and
benefits of different resource mixes that are not accounted for elsewhere.

We applaud Minnesota for continuing to be a leader among states on incorporating environmental
externalities into electricity policy, and we encourage the State to rely on the best available science
and economics to set the externality price of carbon dioxide. The PUC has already acknowledged that
the Interagency Working Group social cost of greenhouse gases estimates meet these conditions.
Specifically, on January 3, 2018, the Minnesota Public Utilities Commission’s issued its final written
order designating the IWG approach to the social cost of greenhouse gases as the “best framework in
the record from which to establish a range of environmental costs associated with CO; emissions for
purposes of Minnesota’s Environmental Cost Statute.”¢ The Commission explained, “The degree of

3 Minn. Stat. § 216H.06.

4 In the Matter of the Further Investigation into Environmental and Socioeconomic Costs Under Minnesota Statutes Section
216B.2422, Subdivision 3, Docket No. E-999/CI-14-643, Order Updating Environmental Cost Values, at 31 (January 3,
2018), available at: https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup

5 See id. at 5 (When an economic activity imposes a cost or benefit on an unrelated third party, the cost or benefit is
known as an economic external cost or “externality.” In particular, generating electricity by burning fossil fuels imposes
costs on society by releasing pollutants—the byproducts of combustion—into the atmosphere... The Environmental Cost
Statute requires that the Commission, “to the extent practicable, quantify and establish a range of environmental costs
associated with each method of electricity generation.” This, in essence, is a requirement to determine the costs imposed
on the public by pollution from power plants.”).
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rigor employed in the development of these cost values, and the timeliness of the underlying data
and analyses, far exceeds any other framework in the record.... The modeling inputs and parameters
relied on the most credible and widely used sources of information in the scientific literature.”” The
Commission adopted the range of IWG values, with some modifications, for evaluating environmental
costs as required by state statute.

We also remind the agencies and the PUC that, per our July 26,2017 comments, the 2016 Interagency
Working Group social cost of greenhouse gases remain the best available estimates and any “interim”
estimates being used by federal agencies are flawed and should not be used.

Other States Are Following Minnesota’s Lead

With regard to utility resource planning, a number of states have followed Minnesota’s lead and used
the IWG social cost of greenhouse gases as the starting point for their carbon dioxide externality
values. This growing body of policy points towards best practices for state decisionmakers to account
for climate damages in electricity policy.

For example, in August 2018, the Nevada Public Utilities Commission updated its IRP regulations to
require utilities to “calculate[e] the present worth of societal costs for each alternative plan” by
“estimat[ing] the level of environmental costs resulting from carbon dioxide emissions for that year
and the social cost of carbon,” using the “best available science and economics,” such as the IWG
estimates.8

Similarly, in May 2018, the Washington State Utilities and Transportation Commission’s approval
letters for three Integrated Resource Plans recommended that the utilities use the Interagency
Working Group estimates of the social cost of carbon in future IRPs.? In early 2019, the state enacted
a law requiring the use of the social cost of carbon in utility resource planning.10

Finally, in March 2017, the Colorado Public Utility Commission required Xcel Energy to use the social
cost of carbon in a sensitivity analysis for its Electric Resource Plan.!! The state legislature passed a
bill in early 2019 requiring the utility commission and utilities to evaluate “the cost of carbon dioxide
emissions” in resource planning.12

A growing number of states continue to use the social cost of carbon in a number of ways to design
rational electricity policies that advance the social welfare of their citizens.13 The Commission should
ensure that Minnesota maintains its role among states as a leader on sensible energy and climate

71d.

8 Nev. Pub. Util. Comm’n, Investigation and Rulemaking to Implement Senate Bill 65 of 2017, Docket No. 17-07020 (Aug. 5,
2018), http://pucwebl.state.nv.us/PDF/AxImages/DOCKETS_2015_THRU_PRESENT/2017-7/32153.pdf (recommending
the use of the “best available” estimates from the Interagency Working Group on Social Cost of Greenhouse Gases issued
in August 2016).

9 Wash. Util. & Transp. Comm’'n, Press Release, Energy Regulators Want Closer Look at Utilities’ Coal Plant Costs (May 7,
2018), https://www.utc.wa.gov/aboutUs/Lists/News/DispForm.aspx?ID=527.

10 Wash. Sen. Bill. 5116 (signed by Gov. Inslee on May 7, 2019).

11 Colo. Pub. Util. Comm’n, Decision No. C17-0316, In the Matter of the Application of Public Service Company of Colorado
for Approval of its 2016 Electric Resource Plan, Proceeding No. 16A-0396E, available at: http://coseia.org/wp2016 /wp-
content/uploads/2017/05/ERP-Decision-C17-0316 16A-0396E-1.pdf

12 Colo. Sen. Bill 19-236 (passed May 3, 2019).

13 Further details on state use of the IWG social cost of greenhouse gases can be found at https://costofcarbon.org/states.
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policies, and should continue to require the use of the social cost of carbon in its utility resource
planning rules.

Respectfully submitted,

Denise Grab, Western Regional Director
[liana Paul, Policy Analyst

Institute for Policy Integrity at NYU School of Law
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