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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. 140:
REQUESTED BY: Crystal Oliver

Re: CCA Costs in Wholesale Dispatch Decisions

a. Has PSE included CCA allowance costs in wholesale dispatch decisions since
January 20237

1. If not, when did PSE begin including CCA allowance costs in wholesale
dispatch decisions?

b. Since 2023 what value has PSE historically assigned to CCA allowance
instruments included in wholesale dispatch decisions?

C. Since 2023 how frequently has PSE updated the value assigned to CCA
allowance instruments for the purpose of including it in wholesale dispatch
decisions?

d. Has the inclusion of CCA allowance costs in wholesale dispatch decisions
resulted in reduced dispatch?

e. Has the inclusion of CCA allowance costs in wholesale dispatch decisions
resulted in reduced emissions?

f. If dispatch or emissions have been reduced, please provide an estimate of
reductions and methodology used to calculate the reduction.

Response:

a. Yes. Puget Sound Energy (“PSE”) has included the estimated cost of Climate
Commitment Act (“CCA”) emissions allowances in its resource dispatch
decisions for output sold into the wholesale market since the CCA Cap-and-
Invest Program took effect on January 1, 2023. PSE adds the estimated cost of
allowances to the variable dispatch cost of emitting resources (natural gas- and
coal-fueled plants) when output from those plants is surplus to PSE’s retail
demand and therefore expected to be sold in the wholesale market, with the
result that PSE’s emitting plants are economically dispatched for wholesale sales
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only if the price received is sufficient to cover traditional variable costs (fuel and
estimated variable O&M) as well as estimated allowance costs.

PSE notes that the scope of plants to which this allowance cost adder is applied
changed beginning with PSE’s 2026 Power Cost Update. From January 2023
through the end of calendar year 2025, PSE applied the CCA allowance cost
adder only to the portion of its thermal fleet forecasted to supply wholesale
market sales (i.e., generation surplus to retail load) consistent with PSE’s then-
understanding that the Department of Ecology (“Ecology”) would true-up its
allocation of no-cost allowances such that no-cost allowances would equal actual
emissions associated with supply used to serve retail demand. Information
provided by Ecology since 2024, including draft guidance regarding no-cost
allowance adjustments under WAC 173-446-230(2)(g) and Ecology’s electric
utility allocation workshop on July 22, 2025, indicated that Ecology would not
adjust a utility’s no-cost allowance allocation to reflect market-optimization or
decarbonization-related reductions to covered emissions. Beginning with PSE’s
2026 Power Cost Update (Docket UE-250747), and continuing in PSE’s current
forecast for the Multi-Year Rate Plan proposed in this proceeding, PSE includes
the CCA compliance cost of greenhouse gas emissions in the dispatch cost of all
PSE resources, regardless of whether the resource is expected to be used to
serve retail load or to supply a wholesale market sale. See the Prefiled Direct
Testimony of Brennan D. Mueller, Exh. BDM-1T, at page 54, line 22, through
page 56, line 22.

1. Not applicable. As stated in subpart a. above, PSE has included CCA
allowance costs in dispatch decisions for output expected to be sold in the
wholesale market since January 1, 2023. See the Prefiled Direct
Testimony of Brennan D. Mueller, Exh. BDM-1T, at page 53, lines 7
through 15.

C. PSE updates the value assigned to CCA allowance instruments for actual
dispatch decisions daily.

d. Yes. PSE’s consideration of CCA allowance costs in dispatch decisions has
resulted in reduced output from PSE’s gas-fueled generators relative to the
dispatch that would have occurred absent the Cap-and-Invest Program. The
magnitude of this reduction has varied considerably over the period and depends
on prevailing power prices, fuel prices, and allowance prices. During 2023 and
early 2024, high power prices and market heat rates kept the impact of CCA
allowance costs on dispatch minimal; PSE began observing more material
reductions in thermal dispatch in the first half of March 2024.

e. Yes. The reduction in thermal-fleet dispatch described in subpart d. is
accompanied by a corresponding reduction in CO2 emissions from PSE’s gas-
fueled generators relative to a counterfactual in which allowance costs were not
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considered in dispatch decisions for surplus output. Quantified estimates are
provided in the response to subpart f. below.

f. PSE has prepared estimates of dispatch and emissions reductions attributable to
its consideration of CCA allowance costs in dispatch decisions in 2023, 2024,
and 2025. These estimates, along with the estimated impact to PCA power costs
and total costs (PCA power costs plus emissions allowance costs), were
provided in PSE’s annual PCA filing for each respective year:

o For 2023, please see the Prefiled Direct Testimony of
Brennan D. Mueller, Exh. BDM-1CT, at page 19, line 1,
through page 20, line 13, in Docket UE-240288.

. For 2024, please see the Prefiled Direct Testimony of
Brennan D. Mueller, Exh. BDM-1CT, at page 20, line 1,
through page 21, line 11, in Docket UE-250318.

. For 2025, please see the Prefiled Direct Testimony of

Brennan D. Mueller, Exh. BDM-1T, at page 23, line 9,
through page 24, line 18, in Docket UE-260337.

Table 1 below summarizes the estimates provided in these filings.

Table 1: Estimated impacts of including CCA allowance costs in dispatch decisions

Avoided CO2 Avoided Indirect PCA Reduction in Avoided

Emissions Allowance Power Cost Secondary Sales Fuel
Year (MTCO2e) Costs Impact Revenue Costs
2023 ~84000  ~$48milion 928 milion g4 8 million $8.0
(increase) million
2024  ~609,000  ~$31.9 milion ‘9220 milion gag 5 nillion 3165
(increase) million
2025 ~1486,963  ~$94.7 milion o019 milion giiq 3 niion  $594
(increase) million

PSE has not yet prepared an estimate of the dispatch and emissions reductions
associated with including CCA allowance costs in its resource dispatch decisions during
2026.
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Methodology:

Because the actual dispatch and emissions impacts of considering allowance costs are
embedded in PSE'’s actual recorded production and emissions values, they are not
directly observable. They must instead be estimated using a counterfactual model that
determines what PSE’s dispatch, emissions, fuel consumption, secondary sales, and
power costs would have been had PSE’s emitting resources been dispatched without
considering the cost of CCA allowances. PSE uses an internally developed model to
calculate the counterfactual re-dispatch on an hourly basis using actual power prices,
fuel prices, and generator availability (and no CCA allowance costs). The difference
between dispatch (production) and emissions from this model and those reported in
PSE’s actual data is the reduction attributable to PSE’s inclusion of CCA allowance
costs in its actual dispatch decisions. Estimated avoided allowance costs are equal to
the total emissions reduction for a given day multiplied by the CCA allowance price that
was actually used in dispatch on that day.

PSE acknowledges that, because these estimates depend on the counterfactual
modeling assumptions described above and on many interrelated variables the
estimates are inherently approximate.
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