RCW 70A.65.150 Allowance price containment. (1) To help
minimize allowance price volatility in the auction, the department
shall adopt by rule an auction floor price and a schedule for the
floor price to increase by a predetermined amount every year. The
department may not sell allowances at bids lower than the auction
floor price. The department's rules must specify holding limits that
determine the maximum number of allowances that may be held for use or
trade by a registered entity at any one time. The department shall
also establish a reserve auction floor price to limit extraordinary
prices and to determine when to offer allowances through the allowance
price containment reserve auctions authorized under this section.

(2) For calendar years 2023 through 2026, the department must
place no less than two percent of the total number of allowances
available from the allowance budgets for those years in an allowance
price containment reserve. The reserve must be designed as a mechanism
to assist in containing compliance costs for covered and opt-in
entities in the event of unanticipated high costs for compliance
instruments.

(3) (a) The department shall adopt rules for holding auctions of
allowances from the price containment reserve when the settlement
prices in the preceding auction exceed the adopted reserve auction
floor price. The auction must be separate from auctions of other
allowances.

(b) Allowances must also be distributed from the allowance price
containment reserve by auction when new covered and opt-in entities
enter the program and allowances in the emissions containment reserve
under RCW 70A.65.140(5) are exhausted.

(4) Only covered and opt-in entities may participate in the
auction of allowances from the allowance price containment reserve.

(5) The process for reserve auctions is the same as the process
provided in RCW 70A.65.100 and the proceeds from reserve auctions must
be treated the same.

(6) The department shall by rule:

(a) Set the reserve auction floor price in advance of the reserve
auction. The department may choose to establish multiple price tiers
for the allowances from the reserve;

(b) Establish the requirements and schedule for the allowance
price containment reserve auctions; and

(c) Establish the amount of allowances to be placed in the
allowance price containment reserve after the first compliance period
ending in 2026. [2022 ¢ 181 § 6; 2021 ¢ 316 § 17.]
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