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I BY THE COMMISSION

A. Statement

1. On July 15, 2025, the Colorado Public Utilities Commission issued a Notice of
Proposed Rulemaking (“NOPR”) to amend Rules 4728 and 4732 of the Rules Regulating Gas
Utilities, 4 Code of Colorado Regulations (“CCR”) 723-4. The Commission opened this
rulemaking to implement the legislative directive in § 40-3.2-108(10), C.R.S., which requires the
Commission to determine mass-based greenhouse gas emission reduction targets for the year 2035
for gas utility clean heat plans submitted pursuant to § 40-3.2-108(4), C.R.S.!

2. Sections 40-3.2-108(10) and (11), C.R.S., expressly direct the Commission to
“determine” mass-based greenhouse gas emission reduction targets for clean heat plans for the
year 2035 and beyond. In addition, § 40-3.2-108(4)(d)(I)(B), C.R.S., provides the Commission
may specify by rule a maximum amount of emission reductions achievable by utilizing recovered
methane for clean heat plans covering years after 2030, if the Commission determines that the
requirements further investment in Colorado communities, reduce greenhouse gas emissions, are
cost-effective, and are in the public interest. Section 40-3.2-108(10), C.R.S., requires that — no
later than December 1, 2025 — the Commission, in consultation with the Air Pollution Control
Division of the Colorado Department of Public Health and Environment (“Division/CDPHE”)?

must determine the mass-based greenhouse gas emission reduction targets for clean heat plans for

' As used in the NOPR, the term “clean heat plan” refers to the plans submitted by gas
utilities demonstrating projected reductions in methane and carbon dioxide emissions to meet state
target levels. See § 40-3.2-108(2)(b), C.R.S. (defining “clean heat plan™), § 40-3.2-108(3), C.R.S.
(explaining clean heat targets and setting initial levels), § 40-3.2-108(4), C.R.S. (outlining clean
heat plan requirements), § 40-3.2-108(10) (delegating to Commission setting of targets for the year
2035), and § 40-3.2-108 (11), C.R.S. (delegating to Commission setting of targets for the years
2040, 2045, and 2050).

2 See § 40-3.2-108(1)(e), C.R.S., defining the “Division” as “the administration created by
Section 25-1-102(2)(a) in the department of public health and environment.
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2035, and further permits that determination to consider “whether recovered methane may be used
to meet the established 2035 target.”

3. Through this Decision, and consistent with the discussion below, we set for gas
utility clean heat plans a target for 2035 of 41 percent reduction in greenhouse gas emissions
compared to a 2015 baseline. We further decline to codify future targets beyond 2035; however,
because Colorado has a statewide goal of reducing greenhouse gas pollution by 100 percent by
2050, as compared to a 2005 baseline, we emphasize that clean heat plans submitted by gas utilities
must account for that statutorily-established future target. The 2035 target set through this
rulemaking likewise provides a step towards that 2050 goal.*

4. Regarding §§ 40-3.2-108(4)(d)(II)(B) and 40-3.2-108(10)(b) C.R.S., authorizing
the Commission to set a maximum amount of recovered methane resource for clean heat plans
covering years after 2030, and specifically directing that the Commission consider whether to
include such an inclusion in any target set for 2035, we decline to set a maximum amount in rule.
Instead, per rule and consistent with § 40-3.2-108(10)(b) C.R.S. (requiring the Commission to
consider whether recovered methane may be used to meet a 2035 target), we clarify that its
inclusion in a utility’s proposed clean heat plan is permitted. However, the ultimate inclusion of
recovery methane in an approved plan will be determined by the Commission in future

adjudications.

3§ 40-3.2-108(10)(b), C.R.S.
4 See § 25-7-102(g)(1)(F), C.R.S.
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5. The amendments to Rules 4728 and 4732, 4 CCR 723-3, are set forth in legislative
(i.e., strikethrough/redline) format in Attachment A to this Decision and in final format in
Attachment B to this Decision.

B. Background, Initial Filings, and Procedural History

6. The Commission opened this rulemaking after granting a related Petition for
Rulemaking (“Petition”) filed on May 30, 2025, by the Colorado Energy Office (“CEO”) and the
Division/CDPHE (“Petitioners”) in Proceeding No. 25M-0234G. The Commission granted the
Petition by Decision No. C25-0509, issued July 15, 2025, the same date that the NOPR was issued
for this Proceeding through Decision No. C25-0517.

7. The Petitioners requested that the Commission open a rulemaking and determine
mass-based greenhouse gas emission reduction targets for gas utility clean heat plans for 2035 in
order to implement § 40-3.2-108(10), C.R.S. According to the Petitioners, § 40-3.2-108(10),
C.R.S., should be considered within the broader context of the clean heat statutory framework, as

it specifically provides the following:

No later than December 1, 2025, the [Commission], in consultation with the
[Division], shall determine mass-based greenhouse gas emission reduction
targets for clean heat plans for 2035. In establishing these targets, the
[Commission] shall:

(a) Ensure that gas distribution utilities’ greenhouse gas emissions
will be in line with the residential, commercial and industrial
sectors’ contributions to statewide greenhouse gas pollution;
and

(b) Determine whether recovered methane may be used to meet the
mass-based greenhouse gas emissions reduction targets
established pursuant to this subsection (10).
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8. Based on analysis of historical data and statutory targets for statewide greenhouse
gas pollution, the Petitioners proposed a 2035 clean heat target of 41 percent reduction from a
2015 baseline, which translates to a mass-based emission target of 5.270 million metric tons carbon
dioxide equivalent (“MMT CO2eq”) across the three gas distribution utilities which have filed
clean heat plans with the Commission. The Petition stated that emissions are calculated using
global warming potentials from the Intergovernmental Panel on Climate Change’s Fifth
Assessment Report and a 100-year time horizon (AR5 GWP100). The Petition further presented
proposed targets representing an extrapolation of the regulated gas utilities’ contribution to
statewide greenhouse gas pollution in 2035 when using a linear regression of the historic

contributions in 2015 and statutorily established contributions in 2025 and 2030 as follows:?

Year 2015 2025 2030 2035
Scenario Baseline Statute Statute Proposed
Target Reductions from 2015 n/a 4% 22% 41%
baseline (percent)
Target Reductions from 2015 n/a 0.357 1.965 3.662
baseline (MMT CO2eq)
Target Emissions 8.932 8.574 6.967 5.270
(MMT CO2eq)

9. The Petition explained these established contributions from regulated gas utilities

were determined by applying the reduction targets of 4 percent in 2025 and 22 percent in 2030 in
§ 40-3.2-108, C.R.S., to the 2015 clean heat plan baseline data provided by the gas utilities to
project mass emissions in those years. The Petition explained the percentage contribution of these
utilities as part of statewide greenhouse gas pollution was then determined by comparing the mass
emissions from the three gas utilities to the total, statewide greenhouse gas pollution reduction

targets established in § 25-7-102(2)(g), C.R.S., expressed as mass emissions in 2025 and 2030

3 Petition at pp. 7-8.
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relative to the baseline year. The Petition explained that, as the majority of greenhouse gas
emissions from the residential, commercial, and industrial sector are the result of natural gas
combustion delivered by gas distribution utilities or via their pipelines, following a linear
regression of these established contribution amounts provides the 2035 mass-based clean heat
target “in line with the residential, commercial, and industrial sectors’ contribution to statewide
greenhouse gas pollution.”® The Petition recommended the Commission allow gas utilities to use
recovered methane to achieve these targets, on grounds that recovered methane is a
statutorily-enumerated clean heat resource and can provide a cost-effective option for reducing
emissions from this sector.

10. The Petitioners recommended the Commission set clean heat targets only for the
year 2035. Noting that § 40-3.2-108(11), C.R.S., sets a separate deadline of December 1, 2032, for
establishing targets for the years 2040, 2045, and 2050, the Petitioners recommended the
Commission wait to establish those further targets until it has more information about the gas
utilities’ actual progress towards targets for the years 2030 and 2035.

11. By Decision No. C25-0437-1, issued June 4, 2025, in Proceeding No. 25M-0234G,
the Commission accepted the Petition and established a schedule for interested participants to file
comments on whether good cause exists to proceed to grant the Petition and commence a
rulemaking.

12. On June 11, 2025, Black Hills Black Hills Colorado Gas, Inc. (“Black Hills’) and
Public Service Company of Colorado (“Public Service”) filed initial comments responding to the
Petition. No reply comments were filed. Black Hills and Public Service agreed that a rulemaking

proceeding is the appropriate procedural avenue to address the proposal and any alternative

6 Petition at p. 9 (citing § 40-3.2-108(10)(a), C.R.S.).
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target-setting approach that may be proposed by stakeholders in the rulemaking. Both utilities
indicated that they reserved further comment on the substance of the Petition to the rulemaking.

13. By Decision No. C25-0509, issued July 15, 2025, in Proceeding No. 25M-0234G,
the Commission granted the Petition and indicated that it would open a rulemaking to consider
rules establishing clean heat plan targets for the year 2035. That same day, through Decision No.
C25-0517, the Commission issued its NOPR in this proceeding.

14.  For purposes of the NOPR, in proposed Rule 4728, based on the analysis provided
by the Division/CDPHE specifically and Petitioners overall, the Commission proposed the clean
heat target for the year 2035 supported in the Petition, i.e., a clean heat target for 2035 that requires
gas utilities to reduce greenhouse gas emissions by 41 percent compared to a 2015 baseline.

15. The Commission further solicited comments on the merits of only addressing the
greenhouse gas emission reduction targets for 2035 at this time. The Commission noted that
§ 40-3.2-108(11), C.R.S,, sets a separate deadline of December 1, 2032, for establishing targets
for the years 2040, 2045, and 2050, but that the Commission had an interest in optimizing
forward-looking planning, including to ensure gas utility infrastructure spending is done wisely.
The Commission recognized that utilities and stakeholders often reference in proceedings the
uncertain future and trajectory of both greenhouse emissions and sales forecasts, showing how
longer-term uncertainty can impact current planning and strategy, and sought specific input from
interested stakeholders.

16. As recommended in the Petition, the Commission also proposed to allow gas
utilities continue to have recovered methane as a clean heat resource option available to achieve

the 2035 target, again noting the rationale set forth in the Petition, which stated that recovered
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methane is an enumerated clean heat resource and can provide a cost-effective option for reducing
emissions from this sector.’

17.  Also through proposed Rule 4728, the Commission proposed for comment to
continue for the 2035 target to limit the maximum amount of recovered methane resources that
may be used to achieve the required emission reductions to five percent of the total reduction for
the period 2030 through 2035. However, the Commission further included that, having received
only initial clean heat plans from utilities, we have little current data upon which to assess the
appropriateness of this resource. Further, the data in the completed initial clean heat plan
proceedings indicates that reliance upon recovered methane may not be among the most
cost-effective pathways to greenhouse gas emission reductions, thus not supporting adoption of a
higher limit at this point. As a result, and cognizant that § 40-3.2-108(4)(d)(II)(B), C.R.S.,
contemplates that the Commission can set by rule the maximum amount of recovered methane
resources for clean heat plans covering years after 2030 and prescribes criteria for the Commission
to consider in evaluating inclusion of such resources, and that § 40-3.2-108(10)(b), C.R.S. provides
that the Commission consider whether recovered methane may be used to meet 2035 targets
specifically, the proposed language in Rule 4728(d)(I)(e) continued the five percent maximum and
conditions inclusion of recovered methane resources.

18. The Commission further included corresponding Rule 4732, which addresses
approval of utility clean heat plans. The proposed new language in paragraph (e) specified that, in
evaluating clean heat plans covering years after 2030, the Commission will approve recovered
methane resources only where the Commission finds that inclusion of the recovered methane

resources in the approved portfolio furthers investment in Colorado communities, reduces

7 Petition at p. 9 (citing § 40-3.2-108(2)(c), C.R.S.).
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greenhouse gas emissions, is cost-effective, and is in the public interest, as required by
§ 40-3.2-108(4)(d)(ID)(B), C.R.S.

19. The NOPR requested written comments and established deadlines, including initial
and reply comments by August 15, 2025, and September 12, 2025, respectively, but also
established a public comment hearing, which was held as scheduled on September 18, 2025.

20. As discussed in Decision No. C25, 0732-1, issued October 8, 2025, the Commission
noted it had received significant comments to date, but also encouraged additional written
comments from all interested persons by October 10, 2025, noting that timely comments would
better enable the Commission to address and meet the statutory requirement to set a 2035 target
no later than December 1, 2025, as required by § 40-3.2-108(10), C.R.S.

C. Stakeholder Comments

1. Division/CDPHE and CEO

21. Through their comments, the Division/CDPHE and CEO advanced in this
Proceeding a clean heat plan target for 2035 of 31 percent relative to a 2015 baseline.

22.  With respect to the 41 percent target developed in the Petition and set forth in the
NOPR, the Division/CDPHE and CEO conclude that a utility achieving a target as high as
41 percent “in a setting where [the] uptake rate is low is questionable.”® More specifically,
achieving a 41 percent target through electrifying the gas-using appliances of 600,000 customers
implies full electrification, which would require customers to switch to electric water heating,
cooking, and clothes drying, in addition to space heating. However, most electrification by
customers to date has been “partial electrification,” where customers electrify some gas-using

appliances while leaving others. And the electrified appliances are also not necessarily the biggest

8 Division/CDPHE and CEO Post-Hearing Comments, pp. 7-8.
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share of emissions from gas utilities. If the trend of partial instead of full electrification continues,
the required number of customers adopting electrification to reach the 41 percent target would
likely be much higher than 600,000. In addition, in their response comments, they agree with
Public Service that the utilities need time to implement many new gas-reducing initiatives and that
they are only at the starting point of a transition toward lowering greenhouse gas emissions from
the distribution and end-use combustion of natural gas. Accordingly, they encourage the utilities
and the Commission to use the next ten years to evaluate and approve not only clean heat plans,
but also gas infrastructure plans and non-pipeline alternatives, that will continue to direct where
and how utilities invest in gas infrastructure.’

23. The Division/CDPHE and CEO further suggest another future rulemaking to
reevaluate the 2035 target.!® They conclude that, as more information is gained about the utilities’
implementation of clean heat plans, it may be reasonable to determine if a 31 percent reduction
remains ambitious considering that new data and information. A rulemaking in 2029, for example,
could be informed by Commission examination of both of what is called “cross-jurisdictional”

2 <

beneficial electrification and of the utilities’ “transport customers” whose emissions are not
accounted for in a clean heat plan.

24. Consistent with their expectation that even the 2035 target will warrant further
examination in another future rulemaking, the Division/CDPHE and CEO ask the Commission not
to set firm targets for the period beyond 2035. They reiterate that the Commission needs time to

understand the impacts of clean heat plans and other efforts to reduce greenhouse gas emissions

before setting future targets.''

? Division/CDPHE and CEO Response Comments, p. 18.
10 Division/CDPHE and CEO Post-Hearing Comments, p. 12.
' Division/CDPHE and CEO Post-Hearing Comments, p. 11.

10
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25. The Division/CDPHE and CEO describe their final recommended target for 2035
of 31 percent as “ambitious but achievable.” They explain that the recommended target takes into
account present concerns about costs and other factors that influence the uptake rates of
customer-driven measures. More specifically, they concede that the “uptake rate by residential and
commercial customers, which is outside of immediate control of the utilities, is critical and has so
far been low.” The Division/CDPHE and CEO further state that their proposed 31 percent target
also reflects the fact that supply side resources, such as green and blue hydrogen and the use of
recovered methane, require a long planning horizons given the needed infrastructure, and also face
limits as to how quickly they can be scaled up and on the amount of gas they can displace.'?

26.  Finally, the Division/CDPHE and CEO recommend the Commission decline to set
a fixed amount of recovered methane that utilities may count towards 2035 and later targets. '
In their response comments filed prior to the September hearing, the Division/CDPHE and CEO
take issue with the environmental group’s legal analysis of the recovered methane components of
the Clean Heat Statute.'* They conclude that taken together, the Commission’s general authority
over investor-owned gas utilities, coupled with its statutory direction to determine whether to allow
gas utilities to use recovered methane to meet clean heat targets in 2035 and later, and the statutory
instruction about how to determine whether to set recovered methane limits, means that the
Commission has the flexibility and discretion to set firm or flexible recovered methane limits, or
to not set any limits at all.' If the Commission instead concludes a limit is necessary, the

Division/CDPHE and CEO alternatively suggest that the limit be set at no lower than one-quarter

12 Division/CDPHE and CEO Post-Hearing Comments, pp. 6-8.

13 Division/CDPHE and CEO Post-Hearing Comments, pp. 15-16.
4 Division/CDPHE and CEO Response Comments, pp. 10-13.

15 Division/CDPHE and CEO Response Comments, p. 13.

11
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of the emissions reductions of the clean heat target, consistent with the statutory requirement for
the 2030 target.'¢
2. Gas Utilities

27.  Public Service suggests a 2035 target in the range of 22 percent to 30 percent, with
the Commission recognizing that the target established now could be adjusted after further data is
available on customer uptake and resource performance.!” As a general matter, Public Service
argues that it is too early in the implementation of its first clean heat plan to determine future
market uptake. Public Service thus encourages the Commission to allow more time for the market
to fully develop and to gather the necessary data to allow the Commission to make a more informed
decision on targets in 2035 and beyond in future proceedings.'® For example, Public Service argues
that the diversity of views on the 2035 target level within this Proceeding “supports
[Public Service’s] recommendation that the [2035] target be re-assessed in 2030, with the benefit
of data gathered.”"

28. Public Service further suggests that the Commission, no matter the target it sets for
2035, affirm that the cost cap in § 40-3.2-108(6)(a)(I), C.R.S., retains an important role and
remains applicable to future clean heat plan filings.?

29. In its response comments, Public Service observes that there is great uncertainty in
what the natural gas sector will need to contribute to the State’s economy-wide targets in 2035.
Public Service notes that by setting a target in this rulemaking, the investor-owned utilities will

become the “first sector in Colorado with a 2035 greenhouse gas emissions reduction target.”

16 Division/CDPHE and CEO Response Comments, pp. 14-15.
17 Public Service Post-Hearing Comments, p. 1.

18 Public Service Post-Hearing Comments, p. 5.

19 Public Service Response Comments, p. 3.

20 Public Service Response Comments, p. 2.

12
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However, there are other sectors of the economy, such as agriculture and the remaining emissions
outside of the utilities’ emissions in the residential, commercial, and industrial sectors, which
currently have no reduction targets but contribute nevertheless to state-wide emissions.
Public Service also highlights that the record in this rulemaking reveals no agreed upon
methodology to determine the exact contribution of any given sector to the economy wide targets,
and there remains a range of possible greenhouse gas emissions reductions from the clean heat
plan s that could contribute to the state’s 2035 economy-wide target.?!

30. Public Service objects to the Commission capping recovered methane contributions
at this time. Public Service suggests that the Commission should instead evaluate recovered
methane proposals in clean heat plan proceedings and render decisions that do not limit the
development of the recovered methane market.?? Public Service states, however, that if the
Commission concludes that a limit is necessary, it agrees with like CEO and Division/CDPHE that
the limit should be no lower than 25 percent of the emissions reductions of the target.?

31. Atmos Energy Corporation (“Atmos’) suggests that the Commission not increase
the clean heat plan target above the statutorily established target of 22 percent for 2030, because
utility clean heat plans have yet to demonstrate that a 22 percent target is achievable.*
Atmos supports this argument largely by laying out an assessment of its initial clean heat plan in
Proceeding No. 23A-0632G. Atmos further highlights that the Commission has an overarching
duty to ensure just and reasonable rates for customers. Rather than adopting the 41 percent target

set forth in the NOPR, Atmos asks the Commission to “recognize the reality of the regulated gas

21 Public Service Response Comments, p. 5.

22 Public Service Post-Hearing Comments, p. 4.
2 Public Service Post-Hearing Comments, p. 3.
24 Atmos Initial Comments, p. 1.

13
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utilities working toward a 2015 baseline despite years of growth on their systems over the last
10 years.”” Atmos further faults the proposed targets above the 2030 target level for failing to
acknowledge that ‘“customers continue to demand natural gas service in Colorado and
nationwide.”?® For instance, Atmos is projected to save 4,343 MT of carbon dioxide in 2027
pursuant to its approved clean heat plan. However, to meet the 22 percent target for 2030, Atmos
would need to save 292,088 MT of carbon dioxide at a projected average annual cost of
$55 million.

32. Atmos likewise objects to the Commission establishing targets beyond 2035 in this
proceeding.?” Atmos instead suggests that the Commission evaluate future targets after resolving
future clean heat plans filed by the Colorado gas utilities.

33. Atmos argues that the cost cap used for the assessment of the earlier of the utility
clean heat plans should also apply the existing cost cap to all clean heat plans filed to meet the
2035 target.?®

34. Atmos further asks the Commission to allow recovered methane to be used to meet
future clean heat plan targets to the fullest extent possible.?’ Atmos stresses that recovered methane
is unlike other clean heat resources because it does not rely on changes in customer behavior or
preferences. Atmos further suggests that the cost profile of recovered methane will continue to

evolve from the levels the Commission has assessed to date.

2 Atmos Initial Comments, p. 3.
26 Atmos Response Comments, p. 3.
27 Atmos Initial Comments, p. 5.
28 Atmos Response Comments, p. 2.
# Atmos Initial Comments, p. 4.

14
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35.  Black Hills states that the Commission must use the information it has gained
through the review of the Colorado gas utilities’ first clean heat plans to establish targets that “are
reasonable and in the public’s best interest.”** Black Hills concludes that this information suggests
that the targets established by the legislature for 2025 and 2030 are not achievable without
“incredible” investments.’' Black Hills suggests that this situation will persist as long targets are
not entirely recalibrated, potentially using a baseline different than 2015. Black Hills concludes
that it is unrealistic to set targets below a 2015 baseline when utilities experienced (and continue
to show) significant growth since the baseline.?*

36.  With respect to recovered methane, Black Hills argues that the proposed 5 percent
cap results in situation where no additional recovered methane could be added to a utility system
after 2030 because that amount is not “scaled up” with the higher targets. Black Hills states that
clean heat plans and clean heat resources should be evaluated on feasibility of implementation,
cost, and maximizing emission reductions rather than being arbitrarily capped by rule.*

3. Environmental Groups

37. Sierra Club, Southwest Energy Efficiency Project (“SWEEP”), and Western

Resource Advocates (“WRA”) filed joint comments and recommend the following targets:

55 percent for 2035; 73 percent for 2040; 93 percent for 2045; and 100 percent for 2050.

30 Black Hills Initial Comments, p. 3.
3! Black Hills Initial Comments, p. 3.
32 Black Hills Initial Comments, p. 3.
33 Black Hills Initial Comments, p. 5.
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38. Through their joint comments, they argue that factors the Commission considers
when establishing the 2035 target should also include the factors laid out required in the clean heat
statute when establishing the targets after 2035.%* Those factors are listed in § 40-3.2-108(11),

C.R.S., that requires the Commission, “at minimum,” to ensure:
9 9 9

[T]hat gas distribution utilities’ greenhouse gas emission reductions will be
proportionate to the residential, commercial, and industrial sectors’
contribution to the greenhouse gas emission reduction goals, excluding
transportation gas service customers or customers that report their own
greenhouse gas emissions to the federal environmental protection agency
under applicable federal law, including 40 CFR 98, subpart NN.
In determining these goals, the commission shall consider savings achieved
or projected to be achieved in other sectors of the state’s economy, as well
as the commercial availability of technologies to achieve emission
reductions in this sector.

39.  Along these lines, they conclude that the 41 percent target proposed in the NOPR
will not be enough reduction from the gas utilities for Colorado to meet its overall targets, and that
a 41 percent target fails to reflect expected technology adoption of beneficial electrification.?’
Their comments conclude that there is strong evidence that of beneficial electrification adoption
will follow an “S-curve,” which is contrary to the linear extrapolation assumed by the
Division/CDPHE and CEO.?* Among other arguments, the filing also argues that certain
assumptions made by the Division/CDPHE and CEO regarding expected decarbonization rates by

sectors are not reasonable and also distort the analysis necessary to set the 2035 target.*’

34 Initial Joint Comments, p. 7.
33 Initial Joint Comments, p. 9.
3¢ Initial Joint Comments, p. 23.
37 Initial Joint Comments, p. 25.
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40. They further contend that it is necessary to develop all four targets through 2050
now to avoid various “pitfalls of short-sighted thinking.”*® For example, they argue that
“myopically focusing on 2035...risks putting gas utilities ‘behind schedule’ in reducing their
emissions. This could require a costly, abrupt increase in covered gas emission reductions in future
years to get covered gas emissions back in line with increasingly stringent statewide targets.”

41.  In support of setting goals for 2035, 2040, 2045, and 2050 at this time, they argue
that “expansion of the methane gas system and achieving Colorado’s statutory goals are
fundamentally at odds” and that best way to provide the gas utilities a clear directive to cease their
expansion is to set targets for 2040, 2045, and 2050.* They argue that a “wait and see” approach
to target setting will reduce the likelihood of meeting not only the short-term targets but also the
long-term targets, reference the discussion in the NOPR about long-lived assets becoming
stranded.*’ They conclude that the only way to force gas utilities to plan for a 100 percent reduction
of covered emissions in 2050 is to set the target for them now.*!

42. With respect to recovered methane, they encourage the Commission to retain the
5 percent cap on the use of recovered methane for each target year.** They argue that the role of
recovered methane in a clean heat plan “is to reduce greenhouse gas emissions, not to require gas
ratepayers to bear the cost of decarbonizing other sectors of the economy.” They further take the
position that “existing law contemplates that the Commission will establish a maximum allowable
cap on recovered methane by rule.” But they also take issue with the proposed rules attached to

the NOPR. They argue that the Commission should strike the newly proposed rule language “that

38 Initial Joint Comments, p. 18.
39 Joint Initial Comments, p. 27.
40 Joint Initial Comments, p. 28.
4l Joint Initial Comments, p. 29.
2 Joint Post-Hearing Comments, p. 15.
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would permit a utility to exceed the recovered methane cap if the utility could not otherwise
cost-effectively meet the Clean Heat targets and if doing so is in the public interest.”* They agree
that a specific amount of allowable recovered methane under a cap is a determination that can be
made through litigation on an individual utility’s clean heat plan; however, they state that the rules
should be clear that the factors considered must apply to the inclusion of recovered methane up to
the applicable cap and thus do not and cannot provide a basis to exceed the recovered methane
cap.

43, Sierra Club, SWEEP, and WRA include “blue lines” showing additional
modifications to the Gas Rules attached to the NOPR.

44. Colorado Communities for Climate Action (“CC4CA”), a separate group of 21
other environmental organizations (the “Coalition”), and GreenLatinos filed written comments
generally aligned with those filed jointly by Sierra Club, SWEEP, and WRA.

4. Utility Consumer Advocate

45. The Office of the Utility Consumer Advocate (“UCA”) critiques the clean heat plan
paradigm set forth in clean heat statutes, including the directive to the Commission to set a 2035
target by December 1, 2025. In its initial comments, UCA raises a concern that the proposed
41 percent target for 2035 will lead to a “premature retirement of long-lived assets” prompting
accelerated depreciation and hence increased rates for gas utility customers.* UCA goes on to
contend that setting a 2035 target without targets for 2040 through 2050 will exacerbate this
problem. UCA concludes that: “imposing a target without harmonizing utility plans and gas load

expectations will likely lead to wasteful investment, asset stranding, and unjustified costs to

4 Joint Initial Comments, p. 31.
# UCA Initial Comments, p. 2.
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ratepayers, who will face compounded rate increases from the implementation of [gas
infrastructure] plans, decarbonization requirements on both gas and electric systems, demand
increases, system reliability and resiliency plans.”* But UCA also suggests that there is
insufficient information to set 2040 through 2050 goals at this time.*

46. UCA also stresses that the costs to implement clean heat plans are a fundamental
part of the clean heat statutes and is relevant to this rulemaking. UCA points to § 40-3.2-108(2)(b)
that defines a clean heat plan to be “a comprehensive plan...that demonstrates projected reductions
in methane and carbon dioxide emissions that, together, meet the reductions required in this section
at the lowest reasonable cost.” UCA also notes that “lowest reasonable cost” and a defined cost
cap are also defined or emphasized in relevant statutes.*’

5. Labor Groups

47. The Laborers International Union of North America, Local 720, Pipefitters Local
Union 208 and Colorado Building and Construction Trades Council, AFL-CIO jointly object to
the proposed 41 percent target for 2035 set forth in the NOPR, calling it unreasonable and faulting
the Commission for not considering financial costs, the technical feasibility, the effect on jobs,
ratepayers, and communities. More specifically, the labor groups argue that there has been no
analysis presented in the NOPR on the impacts of beneficial electrification on workers in the gas
utility industries.”® They conclude that the rulemaking should be terminated as premature and

incomplete.®

4 UCA Initial Comments, p. 5.

4 UCA Initial Comments, p. 6.

47 UCA Post Hearing Comments.

48 Labor Initial Comments, p. 4.

4 Labor Response Comments, p. 5.
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48. In their response comments, they further observe that none of the gas utilities is on
a path to achieving the 22 percent target for 2030 and that all are already exceeding the statutory
cost cap.® They further conclude that “the Clean Heat Plan statute is a failure and will continue to
be a failure. Setting a higher goal of 31 [percent] emissions reductions... is, under these
circumstances reckless and a waste of time.” They further reiterate the absence in other
participants’ comments of any mention of “family supporting jobs.”

49.  Finally, in their post-hearing comments, they argue that there is no credible
evidence in the record that a 32 percent or higher emission reduction goal is attainable by 2035.!

6. Other Stakeholder Comments

50.  In addition to the above, significant written public comment was filed in this
proceeding from individuals and other associated group interests. The vast majority of the
individually filed comments generally support the positions taken by the environmental
organizations in the proceeding. Likewise, at the September 18, 2025 public comment hearing,
most oral comment from members of the public generally supported the positions taken by the
environmental organizations.

51. On October 10, 2025, certain legislators filed a letter asking the Commission to:
(1) set the 2035 target at least at 55 percent; (2) adopt targets for 2040, 2045, and 2050 that chart
a course to zero emissions by 2050; and (3) continue to cap emission reductions from recovered
methane at 5 percent. They complain that the proposals from the Division/CDPHE and CEO put

the state’s statutory emission targets out of reach because they are “too weak.”

50 Labor Response Comments, p. 2.
’! Labor Post-Hearing Comments, p. 2.
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52. Separately, and in contrast to the individually filed public comments and legislative
letter, the American Petroleum Institute (“API”) suggests that the Commission vacate this
rulemaking. API generally argues that the absence of evidence on the record on the key issues of
cost, ratepayer impact, the appropriate influence of a cost cap, and reliability suggest that the
adoption of a 2035 target by rule would be arbitrary and capricious.> API states that if the
Commission decides to complete this rulemaking, the Commission should adopt the proposal from
Public Service, recognizing that even those targets may well prove impractical.>

53. Pueblo County argues that its residents will not enjoy beneficial electrification
opportunities, and adds that because they take gas utility service from Public Service, they face
the risk of higher gas rates as a result of that utility’s clean heat plan efforts. Pueblo County further
endorses an affirmation of the cost cap in § 40-3.2-108(6)(a)(I), C.R.S.>*

54.  The Independence Institute asks the Commission to reject or revise the 41 percent
target for 2035 set forth in the NOPR to ensure cost-effectiveness, investor confidence, and
protection against regulatory takings claims. For example, it cites the warning from Regulatory
Research Associates that Colorado’s regulatory climate for gas utilities has become increasingly
contentious and risk-prone, particularly in clean heat plan proceedings.

55. The City and County of Denver (“Denver”) suggests that the Commission:
(1) establish a 2035 target of 41percent at minimum; (2) establish targets for 2040, 2045, and 2050
that are designed to achieve statewide decarbonization targets; and (3) continue to limit the

maximum amount of recovered methane that can be used to achieve emissions reductions to

52 API Comments, p. 8.

3 API Comments, p. 9

5% Pueblo County Comments.

> Independence Institute Comments.
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5 percent. Denver emphasizes that local governments have aligned with the state in responding to
climate change and have demonstrated a willingness to bring local resources in support of project
development and implementation.*® Denver posits that, while the 22 percent target for 2030 “may
still look daunting at this point, the pieces are increasingly in place to shift the market in favor of
beneficial electrification. That shift is likely to accelerate in the coming years and especially from
2030 onward, following the traditional market transformation trajectory. Therefore, Denver
believes it is imperative that the Commission adopt a 2035 Clean Heat Target that, at a minimum,
maintains the trajectory established by the legislature.” Notably, Denver suggests that if the
Commission determines that insufficient information is available to set targets after 2035, it should
nonetheless establish a 2050 Clean Heat Target of 100 percent greenhouse gas emissions reduction
against the 2015 baseline because that target aligns with existing statutory requirements.>’

56.  Finally, the CoPIRG Foundation (“CoPIRG”) generally urges the Commission to
increase clean heat targets from the 22 percent target for 2030 for 2035 and beyond. It states:
“Every dollar gas utilities spend on unnecessary fossil fuel infrastructure today creates a
multi-decade liability for Colorado utility customers and the public.” It further highlights the
benefits of energy efficiency, and electric heat pumps, positing that Colorado residents are
increasingly making investments in clean heat technologies.*

D. Discussion and Analysis

57. Through § 40-3.2-108(10), C.R.S., the legislature delegated to the Commission the
task of determining the clean heat targets for the year 2035 by a deadline of December 1, 2025.

Specifically, § 40-3.2-108(10), C.R.S., directs the Commission to, in consultation with the

3¢ Denver Comments, p. 8.
7 Denver Comments, pp. 10-11.
¥ CoPIRG Foundation Public Comments, p. 1.
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Division/CDPHE, determine mass-based greenhouse gas emission reduction targets for gas utility
clean heat plans for the year 2035. The statute prescribes that, in setting such targets, the
Commission shall: (1) ensure that gas utilities’ greenhouse gas emissions will be in line with the
residential, commercial, and industrial sectors’ contribution to statewide greenhouse gas pollution
and (2) determine whether recovered methane may be used to meet the mass-based greenhouse
gas emission reduction targets that the Commission establishes. By this Decision, we timely satisfy
the requirements of § 40-3.2-108(10), C.R.S.”*

58. We set the clean heat target for 2035 upon considering the disparate comments
offered by stakeholders through this rulemaking, and we confirm that recovered methane is an
available clean heat resource for clean heat plans to meet the 2035 target. Through this process,
and critically before issuing the NOPR upon the Petition, the Commission received the requisite
consultation from the Division/CDPHE. This approach is appropriate given the statutory
directives, including specifically in § 40-3.2-108(10), C.R.S., but also that to-date the Commission
has litigated only the first of its clean heat plan decisions and will have increasing information to
set future targets in coming years.

59.  Asdiscussed throughout this Decision, we intend to progress the clean heat targets
to further emission reductions consistent with Colorado’s statewide efforts. We also recognize that

the individual gas utility clean heat plan filings will necessarily be where the cost, including cost

59 As discussed in the NOPR, the legislature has also delegated to the Commission the task of establishing
targets for the years 2040, 2045, and 2050. Through § 40-3.2-108(11), C.R.S., the legislature directs the Commission
to, no later than December 1, 2032, and in consultation with the Division, determine the mass-based greenhouse gas
emission reduction goals for clean heat plans for the years 2040, 2045, and 2050 using a 2015 baseline that, at
minimum, ensure that gas distribution utilities’ greenhouse gas emission reductions will be proportionate to the
residential, commercial, and industrial sectors’ contribution to the greenhouse gas emission reduction goals, excluding
transportation gas service customers or customers that report their own greenhouse gas emissions to the U.S.
Environmental Protection Agency. The statute prescribes that, in determining these goals, the Commission shall
consider savings achieved or projected to be achieved in other sectors of the state’s economy, as well as the commercial
availability of technologies to achieve emission reductions in this sector. As discussed herein, the Commission
reserves these determinations to a future proceeding no later than December 1, 2032.
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cap and related considerations, will be litigated in detail. Nevertheless, setting a target for 2035
that ensures gas distribution utilities’ greenhouse gas emissions will be in line with the residential,
commercial and industrial sectors’ contributions to statewide greenhouse gas pollution, is not only
statutorily required by December 1, 2025, but allows for better planning as the next decade unfolds
despite significant uncertainty at these early stages of the clean heat statutory implementation
process.

60.  We remain convinced that a 41 percent reduction using a 2015 baseline is the
appropriate clean heat plan target for 2035, consistent with the analysis and presentation provided
by the Petition.®® The calculations and discussion provided by the Petition and used as the basis of
this NOPR best ensure that gas utilities’ greenhouse gas emissions will be in line with statewide
greenhouse gas pollution reductions as required by § 40-3.2-108(10), C.R.S. While we
acknowledge the concerns the Division/CDPHE and CEO raise when reducing their proposed
target to 31 percent and we understand the expressed reservations from a number of other
stakeholders who call for targets far below that 31 percent level, we note that whether and to what
extent the 2035 target is economically and technically achievable, including via the cost cap and
related rate impact analysis, are most appropriately analyzed in the full context of each respective
utility’s clean heat plan through 2035.

61.  Further still, we decline to proactively include that a future rulemaking will be
necessary to reevaluate this 2035 target as requested by the Division/CDPHE and CEO in this

proceeding. Future Commissions, as always can address rule updates as needed. But our intention

80 Chair Blank agrees to set only the 2035 target through this rulemaking, but dissents from
setting the 2035 target at 41 percent. Instead, Chair Blank would support the updated target
proffered by the Division/CDPHE and CEO of 31 percent for all the reasons put forward by CEO
and the Division.
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here is to set a clear target for 2035 to both comply with the requirements of § 40-3.2-108(10),
C.R.S., and to provide necessary guidance for upcoming gas utility clean heat plan filings.

62.  As explained in the NOPR, the Commission aims to clarify its long-term planning
expectations commensurate with clean heat plan targets and Colorado’s statewide greenhouse gas
pollution goals, and we agree that there could be benefits from setting additional targets beyond
2035 as suggested by the environmental and community groups here. However, we also agree with
other commenters, including the utilities and the Division/CDPHE and CEO, who request the
Commission not establish targets beyond 2035 until a future rulemaking. The Commission is not
statutorily required to set targets for 2040, 2045, and 2050 now, but more importantly, the record
here is insufficient to meaningfully determine those future targets upon considering additional
factors as required by § 40-3.2-108(11), C.R.S. We further conclude that the December 1, 2032,
deadline for establishing those later targets best accommodates the information gathering and
analysis suggested by the utilities and Division/CDPHE and CEO. Nevertheless, and while we do
not set here an explicit rule for any date beyond 2035, we agree with many commenters, including
Denver, that it is reasonable for the Commission to conclude that Colorado’s statutory goal for
2050 corresponds to a 100 percent greenhouse gas reduction target for gas utility clean heat
planning.

63. Regarding whether recovered methane may be included in a proposed clean heat
plan to meet the mass-based greenhouse gas emissions reduction target established in this
rulemaking for 2035, we affirm that recovered methane remains a clean heat resource option.
However, we disagree with commenters arguing that the Commission must at this time set a firm
percentage. Instead, we agree with the Division/CDPHE and CEO that the use recovered methane

to meet the 2035 greenhouse gas emission reduction target should remain flexible, provided that
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the presentation and ultimate inclusion in any approved clean heat plan is reasonable, as
determined by the Commission. Future clean heat plans addressing the 2035 target will necessarily
consider any proposed amount of recovered methane as part of clean heat plan, and the
Commission will approve such if it is ultimately reasonable in light of the record. We decline to
set such an amount here.

E. Conclusion

64. Particularly where § 40-3.2-108(10), C.R.S. requires the establishment of a 2035
target by December 1, 2025, we find that, based on this limited record, the target for 2035 shall be
41 percent as compared to a 2015 baseline. This 2035 target is established through rule, while gas
utilities are also permitted the flexibility for including recovered methane as a clean heat resource.
Consistent with the above, additional greenhouse gas emissions reduction targets for clean heat
plans, including those required for consideration under § 40-3.2-108(11), C.R.S., shall be
established through future proceedings.

65. Attachment A to this Decision represents the rule amendments adopted by this
Decision with modifications to the prior Rules 4728 and 4732 of the Rules Regulating Gas
Utilities, 4 CCR 723-4 being indicated in redline and strike out format.

66. Attachment B to this Decision represents the rule amendments adopted by this
Decision to Rules 4728 and 4732, 4 CCR 723-4 in final form.

67. The adopted rules in legislative format (i.e., strikethrough/underline Attachment A)
and final format (Attachment B) are available through the Commission’s E-filings
in this proceeding at:

https://www.dora.state.co.us/pls/efi/EFI.Show Docket?p session id=&p docket 1d=25R-0309G
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II. ORDER

A. The Commission Orders That:

1. Rules 4728 and 4732 of the Rules Regulating Gas Ultilities, 4 Code of Colorado
Regulations 723-4, contained in legislative (redlined/strikethrough) format, attached as
Attachment A, and in final format, attached as Attachment B, are adopted.

2. Through this Decision, Proceeding No. 25R-0309G is closed.

3. Subject to a filing of an Application for Rehearing, Reargument, or
Reconsideration, the opinion of the Attorney General of the State of Colorado shall be obtained
regarding constitutionality and legality of the rules as finally adopted.

4. A copy of the final, adopted rules shall be filed with the Office of the Secretary of
State. The rules shall be effective 20 days after publication in The Colorado Register by the Office
of the Secretary of State.

5. The 20-day time period provided by § 40-6-114, C.R.S., to file an Application for
Rehearing, Reargument, or Reconsideration shall begin on the first day after the effective date of

this Decision.
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6. This Decision is effective upon its Issued Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
NOVEMBER 12, 2025.

(SEAL) THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

ERIC BLANK

MEGAN M. GILMAN
ATTEST: A TRUE COPY

\/& b{c [ TOM PLANT
: Cﬂa{/ /bk\\L& Commissioners

Rebecca E. White,
Director

COMMISSIONER ERIC BLANK
DISSENTS, IN PART
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