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Puget Sound Energy
2026 General Rate Case

JEA DATA REQUEST NO. 065:

Explain whether PSE will purchase Climate Commitment Act (“CCA”) allowances to
mitigate for GHG emissions generated by the Centralia Power Plant during the 17-year
period of the Centralia Energy Transition Tolling Agreement.

First Revised Response:

Yes. Under the Centralia Energy Transition Tolling Agreement, Puget Sound Energy
("PSE") bears the economic obligation to procure and transfer Climate Commitment Act
("CCA") allowances to TransAlta to cover the carbon compliance obligations arising
from generation at the Centralia Power Plant. The allocation of CCA compliance
responsibilities under the tolling agreement is described below.

TransAlta will serve as the Covered Entity under the CCA and will be responsible for
reporting facility emissions from the Centralia Power Plant to the Department of Ecology
("Ecology"). Under Section 4.10 of the Centralia Energy Transition Tolling Agreement
(see Twenty-Fourth Exhibit to the Prefiled Direct Testimony of Craig J. Pospisil,

Exh. CJP-25HC, at pages 232 and 233), PSE is required to transfer CCA allowances to
TransAlta in an amount sufficient to meet any carbon compliance obligations arising
from generation at the facility. This contractual transfer obligation is separate from
PSE's own CCA compliance obligation for emissions from PSE's directly-owned
emitting resources.

PSE will procure CCA allowances as needed to fulfill its transfer obligation to TransAlta.
The source and cost of CCA allowances will depend on settlement prices in future
Ecology auctions, market conditions, the prevailing secondary market price for CCA
allowances, and the availability and sufficiency of PSE's no-cost CCA allowance
allocation from Ecology. Under WAC 173-446-230, Ecology allocates no-cost CCA
allowances to electric utilities to mitigate the cost burden of the CCA program on retail
electric customers. For 2026, Ecology allocated 4,652,168 no-cost CCA allowances to
PSE for its electric operations. See PSE's Response to WUTC Staff Data Request

No. 142. However, the no-cost allocation formula declines over time as the emissions
cap tightens, and Centralia's additional emissions (once the facility reaches commercial
operation) will likely increase PSE's total emissions profile. The extent to which PSE's
no-cost allocation will be sufficient to cover both PSE's directly-owned emissions and
the contractual CCA allowance transfer obligation to TransAlta will depend on emissions
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associated with dispatch of the facility, future CCA allowance allocation levels, and
PSE's total emissions across its portfolio.

PSE includes CCA allowance costs in the dispatch cost of all PSE resources in both its
power cost forecast methodology and in actual operations and dispatch decisions. See
Prefiled Direct Testimony of Brennan D. Mueller, Exh. BDM-1T, at page 54, line 21,
through page 57, line 4; PSE's Response to WUTC Staff Data Request No. 141. The
CCA allowance cost is included in the Aurora long-term dispatch model as a component
of the varlable cost of dlspatchlng the Centralla Power Plant AerGAraMewaneeqenees

The Aurora dlspatch results
provided in PSE's Response to Joint Environmental Advocates Data Request Nos. 062;
and 063 which-shows estimated natural gas usage {and therefere-emissions) declining
over-time-andreaching-equal to zero in the 2040 to 20445 period. Accordingly,
estimated CCA allowance costs for Centralia are concentrated-inattributable to the
years 2030 through 2039.-declining-te Estimated CCA allowance costs are zero in the
later years of the Centralia Energy Transition Tolling Agreement becausewhen the
Aurora model projects that the variable cost of natural gas-fired generation, including
fuel and CCA allowance costs, will exceed wholesale market electricity prices in those
years under the normal conditions reflected in Aurora model assumptionsmake-dispateh
uneconomic. See PSE's Response to Joint Environmental Advocates Data Request
No. 066. Actual operations may differ from modeled estimates.

Under the Centralia Energy Transition Tolling Agreement, PSE pays a fixed capacity
charge regardless of dispatch; CCA allowance costs are variable and incurred only
when the facility generates and produces emissions. The capacity value of the resource
(i.e., its availability to generate during periods of system need) persists throughout the
tolling agreement term regardless of whether CCA costs make economic dispatch
infrequent in any given year.

See also PSE's Responses to Joint Environmental Advocates Data Request Nos. 056
(fuel identification), 062 (natural gas procurement and dispatch projections), and 066
(annual CCA allowance costs); PSE's Responses to WUTC Staff Data Request

Nos. 141 (CCA costs in dispatch decisions), 142 (no-cost allowance allocation),

and 144 (CCA cost treatment in the Power Cost Adjustment Mechanism).
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