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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. 001:

REQUESTED BY: Kody McConnell

Please provide, with particularity, any changes or updates to PSE’s prudency, cost,
reliability, or utilization analyses provided in sponsored testimony (dated February 27,
2026) as it relates to the impact of HB 2367 (passed March 6, 2026, and enacted March
11, 2026) on the Centralia Energy Transition Tolling Agreement (signed by PSE on
December 9, 2025). If PSE believes this new legislation serves primarily to protect the
integrity of the long-term tolling agreement from potential interruption, please state so
explicitly and provide associated rationale.

Response:

HB 2367 does not affect the terms of the Centralia Energy Transition Tolling Agreement
itself. HB 2367 does not modify, void, or alter the agreement. The effect of HB 2367 on
the Centralia Energy Transition Tolling Agreement is protective and indirect. HB 2367
shields the gas conversion pathway (and thus the Centralia Energy Transition Tolling
Agreement’s viability) from the threat posed by the Department of Energy Order

No. 202-25-11. An understanding of how HB 2367 shields the gas conversion pathway
requires an understanding of the following governmental actions:

° the Coal-Fired Electric Generation Facilities Act;’
. the Clean Energy Transformation Act;?
3 the Climate Commitment Act;3

. Department of Energy Order No. 202-25-11;4 and

' Coal-Fired Electric Generation Facilities, Engrossed Second Substitute S.B. 5769, ch. 180,
2011 Wn. Sess. Laws (codified as amended in scattered sections of Title 80 RCW).

2 Washington Clean Energy Transformation Act, Engrossed Second Substitute S.B. 5116, ch. 288,
2019 Wn. Sess. Laws (codified as amended in scattered sections of Titles 19, 80 RCW).

3 Washington Climate Commitment Act, Engrossed Second Substitute S.B. 5126, ch. 316,
2021 Wn. Sess. Laws (partial veto) (codified as amended in scattered sections of Title 70A RCW).

4 U.S. Dep't of Energy, Order No. 202-25-11, Emergency Order Pursuant to Section 202(c) of the
Federal Power Act (Dec. 16, 2025), https://www.energy.gov/documents/order-number-202-25-11.
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J House Bill 2367.°

2011 — Coal-Fired Electric Generation Facilities Act

The Coal-Fired Electric Generation Facilities Act codified a negotiated deal between
then-Governor Christine Gregoire, TransAlta Centralia Generation LLC (“TransAlta
Centralia”), and environmental groups. It was essentially a structured bargain. Under
the Coal-Fired Electric Generation Facilities Act, the parties agreed to the following:

1. TransAlta Centralia agreed to retire one coal-burning unit (Unit 1) by the
end of calendar year 2020 and the other unit (Unit 2) by the end of
calendar year 2025;

2. TransAlta Centralia committed to provide $55 million for worker retraining
and economic development in the community of Centralia, Washington,
and to advance clean energy in Washington;

3. TransAlta Centralia committed to install additional air pollution controls
called scrubbers to reduce emissions of nitrogen oxides at the plant;

4. the state exempted the Centralia Generating Station from sales tax on
coal; and
5. the state exempted the Centralia Generating Station from the greenhouse

gas emissions performance standard of chapter 80.80 RCW, including the
prohibition against electric utilities in Washington in entering into long-term
financial commitments with baseload generation resources that do not
meet the greenhouse gas emissions performance standard.

2019 — Clean Energy Transformation Act

The Clean Energy Transformation Act, enacted in 2019, contains a provision that
directly tracks the coal phase-out agreement codified by of the Coal-Fired Electric
Generation Facilities Act. Specifically, the Clean Energy Transformation Act prohibits
Washington electric utilities from providing retail electric customers in the state with
electricity from coal-fired generating resources — including "coal-by-wire" imported from
out of state — after December 31, 2025. The legislature chose this date to match the
date by which Unit 2 of the Centralia Generating Station was already legally required to
shut down under the Coal-Fired Electric Generation Facilities Act. The Clean Energy
Transformation Act effectively elevated the Coal-Fired Electric Generation Facilities Act
mandate from a contractual/statutory obligation that applied solely to TransAlta

5 Coal-Fired Electric Generation Facility—Preferential Treatment Elimination, H.B. 2367, ch. 37,
2026 Wn. Sess. Laws (codified as amended at RCW 70A.65.080, 80.80.110).
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Centralia into a statewide prohibition on all Washington electric utilities from providing
electricity generated by coal-fired generating resources to retail customers. This
prohibition has direct consequences for Puget Sound Energy ("PSE"). Under the Clean
Energy Transformation Act, PSE could not have continued supplying retail electric
customers with power generated by the Centralia Generating Station past

December 31, 2025.

2020 — Closure of Unit 1 of Centralia Generating Station

On December 31, 2020, TransAlta Centralia permanently halted production at Unit 1 of
the Centralia Generating Station.®

2021 — Climate Commitment Act

The Climate Commitment Act, enacted in 2021, created a market-based cap-and-invest
program to reduce greenhouse gas emissions in the state. Specifically, each covered
entity under the Climate Commitment Act must obtain greenhouse gas emissions
allowances at least equal to its greenhouse gas emissions for each four-year
compliance period, beginning January 1, 2023.

The Climate Commitment Act provided an express exemption for the Centralia
Generating Station from its requirements. Specifically, the Climate Commitment Act did
not require TransAlta Centralia to purchase carbon allowances because the state had
promised not to impose new greenhouse gas emission costs as part of the 2011 deal
codified in the Coal-Fired Electric Generation Facilities Act. Representative Joe
Fitzgibbon, a bill sponsor, explained the Climate Commitment Act exemption for the
Centralia Generating Station as follows:

In 2021 when we passed the Climate Commitment Act, our cap and trade
program, we exempted the coal plant from coverage, which was
controversial, but it felt like the right thing to adhere to the agreement and
to keep the plant on track for closure in 2025. The state's end of that
bargain was that we would not apply any new greenhouse gas
requirements to the plant during the lifetime of that memorandum of
agreement.”

6 See e.g., Centralia Coal-Burning Plant Shutters Unit Nine Years After Washington Law Passes to
Cut Emissions, KING5 News (Dec. 31, 2020),
https://www.king5.com/article/tech/science/environment/centralia-coal-burning-power-plant-shuts-down-
closure-transalta-gregoire/281-f8e410db-c912-4c6c-99f8-9cd4a6687c0b.

7 Emily Pontecorvo, Washington State Just Outmaneuvered Trump's Coal Order, Heatmap News
(Mar. 11, 2026), https://heatmap.news/energy/washington-coal-tax.
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December 8, 2025 — TransAlta Centralia and PSE Entered Into the Centralia
Enerqgy Transition Tolling Agreement

On December 8, 2025, TransAlta Centralia and PSE entered into the Centralia Energy
Transition Tolling Agreement. Pursuant to the terms and conditions of the Centralia
Energy Transition Tolling Agreement, TransAlta Centralia would convert the existing
coal-fired Unit 2 of the Centralia Generating Station to natural gas. The conversion
would utilize much of the existing plant infrastructure — turbines, generators, and
structural components — with modifications to the boiler and auxiliary systems to
enable natural gas operation. The converted plant would have a planned capacity of
700 MW and not less than 630 MW. The agreement is a tolling agreement, meaning
PSE does not own the plant. Instead, PSE would supply the fuel (natural gas) and, in
return, would receive all of the plant's electrical output, capacity, and ancillary services.
TransAlta Centralia would own, operate, and maintain the facility. The agreement runs
from the plant's commercial operation date through December 31, 2044 — a term of
approximately 16 years following the expected Commercial Operation Date of
October 31, 2028.

December 16, 2025 — Department of Energy Issues Order No. 202-25-11

On December 16, 2025, Secretary of Energy Chris Wright issued Order No. 202-25-11
pursuant to section 202(c) of the Federal Power Act® and section 301(b) of the
Department of Energy Organization Act.® Section 202(c) authorizes the Secretary of
Energy to order power plants to operate during emergencies involving a shortage of
electric energy or generating facilities.

The Secretary of Energy determined in Order No. 202-25-11 that an emergency exists
within the WECC Northwest assessment area (covering Montana, Oregon, Washington,
and parts of northern California and northern Idaho) due to:

. a shortage of electric energy;
. a shortage of facilities for the generation of electric energy; and
. other causes

The order cited two primary sources to justify this determination:

1. The NERC 2025-2026 Winter Reliability Assessment,’® which found the
WECC Northwest region at elevated risk during extreme weather, noting

8 16 U.S.C. § 824a(c).

9 42 U.S.C.§7151(b).

0 NERC, 2025-2026 Winter Reliability Assessment (Nov. 2025),
https://www.nerc.com/globalassets/our-work/assessments/nerc_wra 2025.pdf.
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that winter peak demand was forecast to be 2.9 GW higher (9.3%)
compared to the prior year, and that balancing authorities may require
external assistance during extreme conditions that may not be available.

2. A September 2025 report by E3 on Resource Adequacy in the Pacific
Northwest, " which found that accelerated load growth and continued
retirements would create a resource gap beginning in 2026 growing to 9
GW by 2030, that only 3,000 MW of the needed 9,000 MW of new
capacity was in active development, and that preferred resources such as
wind, solar, and batteries make "only small contributions to meeting
resource adequacy needs."

The order also cited Executive Order 14156 (Declaring a National Energy Emergency)?
and Executive Order 14262 (Strengthening the Reliability and Security of the United
States Electric Grid)'? as broader context for the nation's energy challenges.

The order directed TransAlta Centralia to:

1. keep Unit 2 of the Centralia Generating Station available to operate —
meaning the 729.9 MW coal-fired unit, which had been scheduled to
cease operations in December 2025, could not be retired or
decommissioned.

2. operate at the direction of either:

° the Bonneville Power Administration, in its role as balancing
authority for the Centralia Generating Station, or

. the California Independent System Operator, in its role as reliability
coordinator for the region.

Notably, Order No. 202-25-11 stated that Unit 2 of the Centralia Generating Station
would not be considered a "capacity resource,”" meaning the plant was being ordered to
remain available for emergency reliability purposes, not as a routinely dispatched
generating resource.

" See, e.g., Arne Olson et al., Energy + Envtl. Econ., Resource Adequacy and the Energy
Transition in the Pacific Northwest: Phase 1 Results, Presentation to WUTC, Docket UE-210096
(Sept. 22, 2025), https://www.utc.wa.gov/sites/default/files/2025-
10/Revised%20V3%20E3%20Presentation%20RA%20Study%20September%2022%20WA%20RA%20
Meeting.pdf.

2 Exec. Order No. 14156, 90 Fed. Reg. 8,433 (Jan. 20, 2025).

3 Exec. Order No. 14262, 90 Fed. Reg. 15,521 (Apr. 8, 2025).
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Order No. 202-25-11 was effective December 16, 2025, and directed continued
operation until March 16, 2026, with the provision that "sufficient time for orderly ramp
down" would be permitted following conclusion of the order.

On March 17, 2026, the Secretary of Energy subsequently renewed the order for a
second 90-day period, extending the requirement through June 14, 2026, based on a
continued determination that the shortage persisted.

A significant gap exists between the legal requirement and the practical effect of Order
No. 202-25-11. TransAlta Centralia shut down Unit 2 of the Centralia Generating Station
on December 19, 2025."* TransAlta Centralia did not generate electricity during the first
90-day period of Order No. 202-25-11. According to an Environmental Defense Fund
analysis, the plant produced 0 GWh from January through early March 2026, while
hydropower met approximately 70 percent of the region's total electricity demand.’® On
an earnings call in February 2026, TransAlta's president and CEO, John Kousinioris,
stated that the Centralia Generating Station was unlikely to be called upon given how
"flush" the region was with hydropower, while simultaneously affirming that the coal-to-
gas conversion plan remained on track.'®

March 11, 2026 — House Bill 2367

On March 11, 2026, Governor Bob Ferguson signed House Bill 2367 into law. House
Bill 2367 accomplishes revoking two exemptions granted to the Centralia Generating
Station as part of the 2011 coal phase-out agreement codified in SB 5769 and one
exemption granted to the plant as part of the Climate Commitment Act:

1. Repeals the Centralia Generating Station Exemption from the Climate
Commitment Act. As mentioned previously, the Climate Commitment Act
established Washington's cap-and-invest program requiring covered
entities to purchase emissions allowances at state cap-and-trade auctions.
When the state enacted the Climate Commitment Act in 2021, the
Centralia Generating Station was explicitly carved out from coverage to
honor the terms of the 2011 coal phase-out agreement codified in
SB 5769, under which the state had promised not to impose new
greenhouse gas requirements on the plant. HB 2367 repeals that
exemption. Any resumption of coal-fired generation at the Centralia
Generating Station would now require TransAlta Centralia to purchase

4 See Washington's Largest Climate Polluter Shuts Down Despite Federal Order, OPB (Jan. 17,
2026), https://www.opb.org/article/2026/01/17/washington-transalta-centralia-plant-shutdown/.

'S Trump Administration Forces Washington's Last Coal Plant to Stay Open Longer, Data Proves
It's Not Even Running, Env't Def. Fund (Mar. 17, 2026), https://www.edf.org/media/trump-administration-
forces-washingtons-last-coal-plant-stay-open-longer-data-proves-its-not.

6 Ethan Howland, Coal Plant DOE Ordered to Stay Online Unlikely to Run Given 'Flush' Power
Supplies: CEO, Util. Dive (Feb. 2026), https://www.utilitydive.com/news/washington-earthjustice-sue-doe-
centralia-emergency-order-transalta/813754/.
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carbon allowances, imposing very high costs given the substantially higher
carbon intensity of coal-fired generation relative to alternative sources.

Repeals the Centralia Generating Station’s Exemption from the
Emissions Performance Standard of Chapter 80.80 RCW. SB 5769,
enacted in 2011, exempted the Centralia Generating Station from the
prohibition against electric utilities in Washington from entering into long-
term financial commitments with baseload generation resources that do
not meet the greenhouse gas emissions performance standard of chapter
80.80 RCW. The repeal of this exemption had little practical effect, given
the CETA requirements that prohibit electric utilities from supplying retail
electric customers with electricity from coal-fired resources.

Reinstates the State Sales Tax on Coal Deliveries. As part of the 2011
coal phase-out agreement codified by SB 5769, the state granted
TransAlta Centralia a sales tax exemption on coal purchases in exchange
for TransAlta Centralia's commitment to fund transition programs and shut
down both units on schedule. HB 2367 removes this exemption, meaning
any future coal deliveries to the Centralia Generating Station would be
subject to the standard state sales tax — adding a direct cost to the fuel
itself.

It is equally important to understand what the HB 2367 does not do:

1.

2.

It does not ban or prohibit coal operations at Centralia outright.

It does not directly override or supersede Department of Energy Order
No. 202-25-11 or any subsequent renewal of that order. Federal
emergency orders under Section 202(c) of the Federal Power Act operate
independently of state law.

It does not prevent TransAlta Centralia from complying with the
Department of Energy Order No. 202-25-11 or any subsequent renewal of
that order—it simply makes compliance economically irrational by
imposing costs that generally price coal generation from the Centralia
Generating Station out of the market.

It does not modify, void, or alter the PSE-TransAlta Centralia Energy
Transition Tolling Agreement.

If HB 2367 works as intended, the costs imposed on the Centralia Generating Station
from the repeal of the exemption from purchasing allowances under the Climate
Commitment Act and the exemption from sales tax of coal deliveries to the plant under
SB 5769 will make it uneconomical for TransAlta Centralia to restart coal operations
under any circumstances, including a federally ordered emergency. As lead sponsor,
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Representative Joe Fitzgibbon stated, the goal was to provide certainty that the plant
would not restart operations, and to put the state in a stronger position against the
possibility of the Trump administration becoming "more aggressive" in its use of
emergency powers under Section 202(c) of the Federal Power Act."’

In short, by entering into the 2011 coal phase-out agreement codified in SB 5769, the
state exempted the Centralia Generating Station from the emissions performance
standard requirements of chapter 80.80 RCW and from the imposition of sales tax on
coal deliveries to the plant. Subsequent major climate legislation passed in the state
(namely, the Clean Energy Transformation Act and the Climate Commitment Act)
assumed that the 2011 coal phase-out agreement would remain in effect, and the
Climate Commitment Act expressly exempted the Centralia Generating Station from the
requirement to acquire allowances. Once the federal government tried to extend the
plant's life past that deadline, HB 2367 repealed the exemptions granted, ensuring the
state would impose sales tax on coal deliveries to the plant and that TransAlta Centralia
would acquire allowances to cover any emissions generated by the facility.

HB 2367 does not affect the terms and conditions of the Centralia Energy Transition
Tolling Agreement. HB 2367 does not modify, void, or alter the Centralia Energy
Transition Tolling Agreement.

None of the exemptions repealed by HB 2367 affect the terms and conditions of the
Centralia Energy Transition Tolling Agreement:

1. The gas conversion project, once completed, would not be classified as
“baseload generation” because it will not be designed and intended to
provide electricity at an annualized plant capacity factor of at least sixty
percent. Accordingly, the exemption from the emissions performance
standard of chapter 80.80 RCW would not be necessary for the facility,
and the repeal of the exemption will not affect the Centralia Energy
Transition Tolling Agreement.

2. The gas conversion project, once completed, would not use coal as a fuel
source. Accordingly, the repeal of the sales tax exemption on coal
deliveries will not affect the Centralia Energy Transition Tolling
Agreement.

3. PSE understood that the exemption for the Centralia Generating Station
from the requirements of the Climate Commitment Act was tied to the
terms and conditions of the coal phase-out agreement in 2011. PSE
always assumed that the gas conversion project, once completed, would

7 Jeff St. John, Trump's Pro-Coal Crusade Hits a Snag in Washington State, Canary Media
(Mar. 18, 2026), https://www.canarymedia.com/articles/fossil-fuels/trumps-pro-coal-crusade-hits-snag-
washington-state (quoting Washington State Rep. Joe Fitzgibbon, lead sponsor of H.B. 2367, as told to
Heatmap News).

PSE’s Response to WUTC Staff Data Request No. 001 Page 8
Date of Response: March 30, 2026

Person who Prepared the Response: Cindy Song / Wendy Gerlitz

Witness Knowledgeable About the Response: Craig J. Pospisil


https://www.canarymedia.com/articles/fossil-fuels/trumps-pro-coal-crusade-hits-snag-washington-state
https://www.canarymedia.com/articles/fossil-fuels/trumps-pro-coal-crusade-hits-snag-washington-state

Dockets UE-260005 & UG-260006
Exhibit CM-12
Page 9 of 9

be subject to the requirement to purchase allowances under the Climate
Commitment Act for emissions associated with generation from the facility,
and PSE factored the obligations under the Climate Commitment Act in
deciding to enter into the Centralia Energy Transition Tolling Agreement.
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