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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION
Dockets UE-260005 & UG-260006

Puget Sound Energy
2026 General Rate Case

WUTC STAFF DATA REQUEST NO. 142:

Re: Impact of UE-250747, UE-250750, & UE-250901

After the approval of dockets UE-250747, UE-250750, & UE-250901, PSE was allowed
to change its treatment of CCA allowance costs and return CCA allowance value
outside the PCA.

a. Do the CCA allowance costs now reflected in the PCA include costs associated
with allowance obligations incurred from wholesale sales?

b. Do the CCA allowance costs now reflected in the PCA include costs associated
with allowance obligations incurred from retail sales?

C. Has PSE received any no-cost allowances from the Washington Department of
Ecology to mitigate the costs associated with allowance obligations incurred from
retail sales for 20267

d. How many no-cost allowances has PSE received from the Washington
Department of Ecology for 20267

e. How many allowances does PSE estimate it will need to cover obligations
associated with retail sales in 20267

f. What percentage of PSE'’s estimated CCA allowance obligation associated with
retail sales in 2026 will be covered by no-cost allowances received from
Washington Department of Ecology?

g. How many allowances does PSE estimate it will need to purchase to cover the
delta between its allowance obligation for retail sales and its no-cost allowance
award from the Washington Department of Ecology in 20267?

h. What will happen to the revenue PSE collected from ratepayers through the PCA
for allowance obligations associated with retail sales that it does not need to
spend to purchase allowances due to the no-cost allowances awarded by
Washington Department of Ecology?
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i. If PSE’s PCA variance for 2026 results in an overcollection, is it possible that
some of the revenue collected from ratepayers to cover costs associated with
allowance obligation may pass through the dead and sharing bands and be
retained by PSE? Please explain.

Response:

By way of background, on December 23, 2025, the Commission considered Puget
Sound Energy's ("PSE") integrated proposal across the following three proceedings, all
with rate-effective dates of January 1, 2026:

Docket UE-250747 (Schedule 95 — Power Cost Adjustment Clause
tariff revision for the 2026 Power Cost Update),

Docket UE-250750 (Petition for Deferred Accounting Treatment);
and

Docket UE-250901 (Schedule 111 — Greenhouse Gas Emissions
Cap and Invest Adjustment for the electric utility).

The integrated proposal:

(i)

(iii)

embedded into the variable power costs tracked in PSE’s Power
Cost Adjustment (“PCA”) mechanism PSE's Climate Commitment
Act ("CCA") electric compliance obligation costs for all emissions
(without distinction as to whether such obligation is attributable to
energy that directly serves retail load or to surplus energy that is
sold in the wholesale market);

established a deferred accounting and regulatory liability framework
necessary to track and return to customers the financial value of
no-cost CCA allowances issued by the Washington Department of
Ecology (“Ecology”); and

created electric Schedule 111 as the ratemaking vehicle through
which the financial value of no-cost CCA allowances is credited
back to customers.

a. Yes. The CCA compliance obligation costs included in PSE's PCA baseline and
actual power costs effective January 1, 2026, include the cost of CCA allowances
needed to cover PSE’s full electric CCA emissions obligation. PSE’s CCA
emissions obligation includes emissions from PSE’s emitting generators located
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in Washinton state and emissions from imported electric supply (purchases for
which PSE is the “first jurisdictional deliverer”), without distinction as to whether
such emissions are attributable to energy that directly serves retail load or to
surplus energy that is sold in the wholesale market

b. Yes. See explanation to subpart a above.

C. Ecology provided PSE its final allocation of no-cost CCA allowances for electric
operations for the 2026 period on December 8, 2025.

d. PSE's allocation of no-cost CCA allowances for electric operations for the 2026
period was 4,652,168 CCA allowances. See Wash. Dep't of Ecology, Allowance
Allocation to Electric Utilities for the First Compliance Period, Pub. No. 23-02-
031, at 3 (rev. Dec. 8, 2025),
https://apps.ecology.wa.gov/publications/documents/2302031.pdf.

e. PSE's 2026 power cost forecast estimates a total 2026 CCA emissions obligation
of 3,732,156 metric tons CO2e. PSE has not attempted to quantify the portion of
these estimated emissions that are attributable to energy that will directly serve
retail load versus that attributable to surplus energy that will be sold in the
wholesale market.

f. PSE’s 2026 no-cost allowance allocation from Department of Ecology is sufficient
to cover more than 100 percent of PSE’s forecasted 2026 electric CCA
emissions compliance obligation. See, e.g., Open Meeting Memorandum of
Commission Staff, Dockets UE-250747, UE-250750, and UE-250901 (Dec. 23,
2025), at 9 ("PSE now believes that its 2026 electric no-cost emissions allowance
allocation is sufficient to cover forecast carbon emissions for the electric utility
during this period."). PSE further expects a surplus of no-cost allowances relative
to its forecasted 2026 emissions obligation; as described in the Commission Staff
memorandum, that surplus is being used to offset PSE's outstanding 2025
emissions allowance compliance obligation.

g. PSE's forecasted electric emissions obligation for 2026 is fully covered by
Ecology's allocation of no-cost allowances to PSE for electric operations for
2026.

h. The financial value of the no-cost allowances received from Ecology is returned

directly to customers through Schedule 111 — Greenhouse Gas Emissions Cap
and Invest Adjustment (Electric), pursuant to the Commission's Order 01 in
Docket UE-250901 on December 23, 2025. PSE created Schedule 111 as the
ratemaking vehicle "to facilitate the return to customers of the financial value of
the no-cost emissions allowance allocations provided by Ecology to PSE's
electric utility business." The financial benefit of allocated no-cost allowances is
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credited to customers through Schedule 111 rates. Revenue that is collected
from ratepayers for CCA obligations through the PCA but is not needed to
purchase allowances because of no-cost allowances awarded by Ecology is
returned directly to customers via Schedule 111.

For calendar year 2026, the forecasted financial value of no-cost allowances
(after netting against the outstanding 2025 emissions allowance compliance
obligation deficit, as agreed between Staff and PSE leading up to the December
2025 open meeting) is a credit of approximately $251 million returned to
customers through Schedule 111 rates effective January 1, 2026. This credit
exactly offsets the CCA-related component of the increase in the PCA baseline
rate, with the net rate impact of CCA compliance costs and no-cost allowance
value equal to zero.

Variances between (i) the forecasted financial value of no-cost allowances
reflected in Schedule 111 rates and (ii) the actual financial value of allowances
ultimately allocated to PSE for 2026, including any subsequent adjustments to
Ecology's initial allocation under WAC 173-446-230(2)(g), are trued up through
Schedule 111. The deferred accounting framework approved in Docket UE-
250750, including the regulatory liability tracked in FERC USoA Account 254, the
load-shaped monthly accounting entries through FERC USoA Account 555, and
the annual true-up entries in Schedule 111, is the mechanism by which Schedule
111 true-ups are recognized. Schedule 111 true-ups are not subject to the PCA
sharing bands.

i. Yes. The financial value of no-cost allowances for electric operations ultimately
allocated to PSE by Ecology for 2026 is returned to customers through
Schedule 111, not through the PCA. Variances between forecast and actual no-
cost allowance value, whether arising from differences between forecasted and
actual allowance prices used to value the no-cost allocation, from any adjustment
by Ecology to PSE's initial 2026 allocation under WAC 173-446-230(2)(g), or
from the monthly load-shaping calculation, are trued up through Schedule 111.
Variances on the Schedule 111 side are not subject to the PCA mechanism's
dead band or sharing bands; the full financial value of no-cost allowances
actually realized by PSE is credited to customers through Schedule 111.

CCA allowance compliance obligation costs, by contrast, are recovered through
the PCA mechanism. The forecasted compliance obligation cost embedded in
the 2026 PCA baseline rate is approximately $251 million. Variances between
forecast and actual CCA compliance obligation costs (resulting from variances in
actual emissions and/or actual allowance prices relative to forecast) flow through
the PCA mechanism in the ordinary course, alongside variances in fuel costs,
market purchases, secondary sales revenue, and the other components of
variable power costs. Such variances are aggregated across all variable power
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cost categories at the end of the PCA Period to determine PSE's total annual
PCA over- or under-recovery.

Accordingly, if PSE's actual 2026 CCA compliance cost expenditure comes in
below the forecasted compliance cost embedded in the PCA baseline rate (and
assuming the aggregate effect of that CCA-cost variance, along with all other
PCA cost-category variances, results in a net over-recovery), then a portion of
that net over-recovery would be retained by PSE through the dead band and the
PSE-retained portion of each sharing band.
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