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The current program contemplates the economic hardship for other sectors of the economy — such as
energy intensive and trade exposed industries, landfills, agricultural, aviation, and more. In
consideration of the resulting economic hardship for the City of Ellensburg natural gas distribution
system, Ecology should provide a less burdensome compliance pathway out of fairness to small non-
profit municipal utilities.

We ask that Ecology use the discretion provided by the Legislature to allow more time for systems like
non-profit municipal natural gas distributors to find reasonable pathways to decarbonization that will
not result in unsustainable rate increases.

Additionally, our customers have limited options not fully contemplated by Ecology’s regulatory
analysis or small business impact findings. Our customers will see cost increases, either through
increased rates or electrification of their homes and businesses. Both of which will result in an
economic hardship for our City of Ellensburg customers.

No Cost Allowances: Our strict reading of RCW 70A.65.130 requires Ecology, in consultation with the
Utilities and Transportation Commission, to provide no cost allowances to natural gas utilities to
minimize the impacts to customers. While the City of Ellensburg is not under the jurisdictional purview
of the Utilities and Transportation Commission, we see no evidence in the record that this work was
done, and Ecology did not consult with our governing body for the local gas distribution system.

The statutory language in RCW 70A.65.130(1}(b) emphasizes the total allocation should be done to
the benefit of the ratepayers over the first two compliance periods. Adopting an immediate 7% decline
in allowance allocation based on an undefined proportionality doesn’'t seem equitable to the City of
Ellensburg ratepayers, nor consistent with our reading of the statute. The no cost language in
Proposed WAC 173-446-240(2)(a)(i) sets the total no-cost allowances allocated to natural gas utilities
at 93% for emission year 2023, with an additional 7% decline each year through 2030. Subsection
(2)(b) then adjusts the no-cost allowances for emissions years 2031 through 2042 by an additional
1.8% per year of allocation baseline. Subsection 2(¢) adjusts down an additional 2.6% per year for
emissions years 2043 through 2048. :

The proposed rule for distribution of allowances to natural gas distribution systems is inconsistent with
the legislative intent and statutory reading.

Ecology should revise the proposed allocation of allowances for non-profit municipal natural gas
systems to provide 100% no cost allowance through the first two compliance periods. Ecology should
further schedule time to meet with the governing authority of the municipal natural gas system and
share with us the findings of the consultation between Ecology and the Uiilities and Transportation
Commission.

Alternatively, Ecology should revise WAC 173-446-240(2) so that no-cost allowances provided to gas
utilities are reduced less in the first compliance period (2023-2038) and more in later compliance
periods. Starting the program with more no-cost allowances for gas utilities would—consistent with the
CCA—minimize program impacts on gas customers and provide gas utilities time needed to transition
to cost-effective low-carbon options. The City of Ellensburg leadership is concerned that if gas rates
increase rapidly, customers could switch to other more carbon-intensive heating products—which is
inconsistent with the goals of the CCA and could have a negative environmental impact. The City of
Ellensburg supports achieving emissions reductions, but remains concerned that the steep decline in
the no-cost allowance allocations for gas utilities in the first compliance period does not account for
(1) gas utilities’ duties to serve its customers; and (2) the time it takes to realistically explore energy






