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SUBJECT

Proposed Ordinance 2015-0329 would amend Ordinance 17971 to expand the King County Metro Transit carbon offset program to include other Environmental Attributes.

SUMMARY

Ordinance 17971, which was adopted by the Council in February 2015, requires the Department of Natural Resources and Parks to be carbon neutral by 2017 and requires the Solid Waste Division and Wastewater Treatment Division to be carbon neutral by 2025. The legislation also created a Transit Carbon Offset Program within the Transit Division of the Department of Transportation, which would be required to make transit carbon offsets available for purchase by individuals, public, and private entities.

The Proposed Ordinance would amend Ordinance 17971 to reflect analysis from an Executive report on transit carbon offsets (Report 2015-RPT0081). The Proposed Ordinance would also expand the transit carbon offset program to include environmental attributes—any environmental benefit that can be monetized. 

Proposed Ordinance 2015-0329 would also require the Executive to report to Council by November 1, 2015 on a proposed process for monetizing the environmental benefits of operating Transit’s electric trolley fleet and battery buses with renewably-generated electricity. 

BACKGROUND 

Ordinance 17971, adopted by the Council on February 2, 2015 created a transit carbon offset program within the Transit Division, which is required to make transit carbon offsets available for purchase by individuals, public, and private entities, including the Solid Waste Division and Wastewater Treatment Division. The legislation also required the Department of Natural Resources and Parks to be carbon neutral by 2017 and required the Solid Waste Division and Wastewater Treatment Division to be carbon neutral by 2025. 

Ordinance 17971 also required the Executive to report to Council on potential options for structuring the program, potential buyers of the offsets, and the costs and revenues of implementing the program.

On June 1, 2015, the Executive submitted in response to this requirement a report[footnoteRef:1] prepared by a consultant which, according to Metro Transit staff, concluded that pursuing transit carbon offsets at this time may not be financially viable.  It also indicated that there is no guarantee that the project will meet all the relevant criteria necessary for the sale of offsets. [1:  See 2015-RPT0081] 


In addition to carbon offsets, Metro examined a number of other environmental attributes which could be sold. In March 2015, Metro Transit staff issued a Request for Proposals (RFP) for a vendor proposal to sell credits which meet the requirements of the federal Renewable Fuel Standard. This is discussed in more detail below.

Federal Renewable Fuel Standards and Renewable Identification Numbers:

The Federal Code (Energy Policy Act of 2005 and the Energy Independence and Security Act of 2007) created a Renewable Fuel Standard to ensure that transportation fuel sold in the United States contains a minimum volume of renewable fuel.  The United States Environmental Protection Agency (EPA) sets the Federal Renewable Fuel Standard each year, assigning obligated parties (defined as fuel refiners, blenders and importers) a renewable volume obligation.   

The EPA uses Renewable Identification Numbers (RINs) to monitor obligated parties' compliance with the Renewable Fuel Standard.  A RIN is a 38-character number assigned to each physical gallon of renewable fuel that is produced or imported. Renewable electricity can also be measured in RINs.  Renewable fuels are assigned RIN values / numbers and then sold with gasoline products to help producers meet minimum statutory requirements.  For example, 77,000 BTU/RIN is the equivalent of the energy content in one gallon of ethanol.  

RINs are also bought and sold at daily commodity markets as an option for companies that cannot meet federal obligations through the use of renewable fuels alone.  This is similar to the way that private companies or governments purchase carbon offsets as part of carbon neutrality programs.

Metro Transit and Renewable Identification Numbers:

According to Executive staff, Metro Transit has the potential to generate RINs that can be sold to a third party, based on the consumption of renewably-generated electricity associated with Transit’s trolley buses and future battery buses.  

Metro Transit staff have negotiated a contract with a third party vendor to certify and sell RINs on appropriate commodities markets. This vendor will then revert to King County a portion of the net proceeds, which staff indicate may reach $500,000 per year.  Executive staff intend to transmit a proposed ordinance in late September to authorize execution of the contract.  

ANALYSIS

Proposed Ordinance 2015-0329 would make changes to the existing Metro Transit carbon offset program to reflect the analysis of the report “Feasibility Evaluation of the sale of Metro Transit Carbon Offsets” dated May 22, 2015 (2015-RPT0081). The Proposed Ordinance would also expand the Metro Transit carbon offset program to recognize the potential of new revenue sources, beyond carbon offsets.

The Proposed Ordinance would make the following substantive changes to Ordinance 17971 and K.C.C 28.30.010 and 28.30.030:

1) Add definitions for “Environmental Attributes” and “Renewable Identification Numbers” (lines 41-51).
a. "Environmental attributes" means any environmental benefit that can be monetized.
b. "Renewable Identification Number" means one of the mechanisms established to allow obligated parties to demonstrate compliance with renewable fuel volume obligations established pursuant to the Energy Policy Act of 2005 (Public Law 109-58) and the Energy Independence and Security Act of 2007 (Public Law 110-140). A renewable identification number is assigned to a unit of renewable fuel for purposes of tracking its production and use. Once the unit of fuel is consumed, the renewable identification number can be used to satisfy renewable fuel obligations and can be sold or traded to obligated parties to satisfy their renewable fuel obligations in current or future years.

2) Expand the KC Metro Transit carbon offset program to include other Environmental Attributes. This is intended to expand the program to include other options for monetizing the environmental benefits of transit. (lines 61-64, 75, and 80-82).  

3) Amend the requirement for the Transit Division to make Environmental Attributes available for purchase by individuals or private or public entities so that the requirement applies if doing so is likely to be financially beneficial to the Division.  This change is proposed based on the transmitted report, which indicated that the selling of carbon offsets may not be financially beneficial to the Division. (lines 62-64).

4) Eliminate a requirement that the Transit Division make carbon offsets available for purchase to the Wastewater Treatment Division and the Solid Waste Division as a means for those divisions to reduce their greenhouse gas emissions. (lines 65-67).

Proposed Ordinance 2015-0329 would also require the Executive to submit to Council by November 1, 2015, a report that outlines a RIN sale process that maximizes financial returns, shows how the RIN sales will provide a stable revenue source and explains how the proposed transaction process would ensure both maximum price and transparency. This information will be valuable when examining the RIN sale contract that is expected to be transmitted in late September.

Finally, the Proposed Ordinance would require the Executive to prepare a follow-up report to the Council by November 1, 2015, evaluating potential revenues to Metro Transit if either a low carbon fuel standard, such as is used in California and British Columbia, or a cap and trade system, such as in California, or both, were enacted in Washington.

ATTACHMENTS

1. Proposed Ordinance/Motion 2015-0329 (and its attachments)


INVITED

· Gary Prince, Special Projects / Economist, Transportation – Metro Transit Division
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