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SUBJECT

An ordinance creating the King County Metro Transit carbon offset program; requiring the wastewater treatment division and solid waste division to be carbon neutral by 2025, by investing in energy efficiency, the use of renewable energy, the production of renewable energy, carbon offsets, and other practices to reduce the emissions of greenhouse gases from operations, and adding a new chapter to K.C.C. Title 28. 
SUMMARY
Proposed Ordinance 2014-0479 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 creates a Transit Carbon Offset Program within the Transit Division which would be required to make transit carbon offsets available for purchase by individuals, public, and private entities, including the Solid Waste Division and Wastewater Treatment Division.
BACKGROUND
Carbon neutrality and offsets
A carbon neutral operation is one in which there are no net emissions of carbon dioxide or other greenhouse gas emissions (GHG) as part of its operations. Carbon offsets, measured in metric tons of carbon dioxide equivalent (MTCO2e) allow an operation to purchase reductions of GHG emissions done elsewhere to offset the emissions of the original operation. 
Carbon offsets can be bought and sold voluntarily, or as part of a compliance program such as a cap-and-trade program. In the compliance market, companies, governments, or other entities buy carbon in order to comply with caps of the total amount of carbon dioxide they are allowed to emit. In the United States, the largest such compliance market results from California’s regulated carbon market. Under AB 32, California’s Global Warming Solutions Act of 2006, the state’s largest sources of GHG emissions are required to meet the regulatory GHG emission caps. To contain costs, up to eight percent of the compliance obligation of capped entities, estimated at 200 million tons of MTCO2e for 2013-2020, can be met with offset credits. 

To ensure the quality of carbon offset project and reductions, robust project standards, verification processes, and credit registries have been developed. As noted by the Natural Resource Defense Council, it is important to ensure that projects are “additional” meaning that they are not legally required and would not have occurred in a business-as-usual scenario, meaning that the offset is making a real difference.
California has a rigorous process by which projects are certified as offsets. California has certified three Offset Project Registries to help administer parts of the Compliance Offset Program. These are: American Carbon Registry, Climate Action Reserve, and Verified Carbon Standard. There are limited categories of emission reduction activities which have been approved as offsets in the California market: forestry, livestock, destruction of ozone depleting substances
, and mine methane capture. 
In the voluntary market, individuals, companies, or governments purchase carbon offsets to mitigate their own greenhouse gas emissions. For example, an individual might purchase carbon offsets to compensate for the greenhouse gas emissions caused by personal air travel. Some of these voluntary transactions are for offsets which have been independently certified or listed in an independent carbon registry. As this is a voluntary market, it is up to the buyer on the level of certification demanded.

The price for carbon offsets can vary greatly based on the quality of the offsets and the willingness of buyers to pay a premium for offsets which have the characteristics they are seeking. For example, some buyers will pay more for local offsets. A 2014 report titled, Ecosystem Marketplace State of Voluntary Market Current estimates that in 2013, globally, the average price was $4.90 per metric ton. However, current California carbon market allowance prices, a rough proxy for offset prices, were $12.22 per MTCO2e as of November 25th, 2015 (http://calcarbondash.org/).  
RCW allows county utilities to purchase carbon offsets
The purchase of carbon offsets by utilities is authorized by RCW 36.01.250 (Attachment 3).  The legislative findings section (2007 c 349 Section 5) states, “The legislature finds and declares that greenhouse gases offset contracts, credits, and other greenhouse gas mitigation efforts are a recognized utility purpose that confers a direct benefit on the utility’s ratepayers. The legislature also finds and declares that greenhouse gases offset contracts, credits, and other greenhouse gases mitigation efforts are a recognized purpose of other county proprietary activities that are funded by users and ratepayers, and that such mitigation efforts confer a direct benefit on such payers.”

RCW 36.01.250 allows county utilities to reduce or mitigate the environmental impacts of the utility operation. RCW 36.01.250 states, “The mitigation may include, but is not limited to, all greenhouse gases mitigation mechanisms recognized by independent, qualified organizations with proven experience in emissions mitigation activities. Mitigation mechanisms may include the purchase, trade, and banking of carbon offsets or credits. Ratepayer funds, fees, or other revenue dedicated to a county utility or other proprietary or user or ratepayer funded activity may be spent to reduce or mitigate the environmental impacts of greenhouse gases emitted as a result of that function.”
City Light is Carbon Neutral 
In 2005, Seattle City Light became the first utility in the country to achieve zero net greenhouse gas emissions. To achieve carbon neutral status, each year, City Light offsets 100,000 to 300,000 metric tons of carbon emissions, depending on how much electricity the utility has been able to generate from its hydroelectric resources and how much it has to rely on market power purchases. 
City Light registers its GHG emissions with the Climate Registry. According to its website, the Climate Registry is a “bottom-up approach to emissions accounting, where companies and organizations quantify and report their emissions from various individual sources according to a uniform accounting standard.” As a requirement of participating in the Climate Registry, City Light is required to have an independent third party verify its GHG inventory each year.

Each year, City Light seeks out carbon offset projects. All projects are required to be independently certified. Among the projects Seattle City Light has purchased carbon offsets from are:

· Biodiesel fuel for Seattle area busses, ferries and garbage trucks

· Shore power for cruise ships at the Port of Seattle

· Aerobic composting of local food and yard waste

· Methane recapture and destruction at dairy farms and landfills.

King County has long been a leader in reducing GHG emissions

King County has been actively involved in greenhouse gas (GHG) emissions inventory work for nearly 15 years. In 2006 King County was one of the first governments to join the Chicago Climate Exchange (CCX), the first voluntary carbon cap and trade system in the United States. The CCX required members to reduce carbon emissions and allowed the trading of carbon credits from carbon offsets to achieve such reductions. As part of its participation in the CCX, King County hoped it would help expand the eligibility of carbon credits beneficial to King County, specifically for landfill and transit operations. 

Although the CCX stopped operating after 2010, King County has continued to work to reduce GHG emissions from the operations from County government and in the community. In 2012, the Council adopted a Strategic Climate Action Plan (SCAP) for King County. The SCAP includes two overarching goals. First, to partner with residents, businesses, local governments, and other partners to reduce countywide greenhouse gas emissions by at least 80 percent below 2007 levels by 2050. For County operations, King County shall reduce total GHG emissions from government operations, compared to a 2007 baseline, by at least 15 percent by 2015, 25 percent by 2020, and 50 percent by 2030.

Currently, in calculating GHG emissions from County operations for the SCAP, King County does not factor in the reductions in emissions from County operations and services. For example, the reductions in community wide emissions from bus service are not subtracted from the County’s overall emissions. Similarly, the greenhouse gas benefits of the biosolids are not subtracted from the county’s overall emission footprint. 

The SCAP does not include goals for carbon neutral operations for departments or the county as a whole. However, as discussed below DNRP has calculations for a carbon neutral status for the DNRP as a whole and separately for WTD and SWD. These are preliminary calculations and have not been reviewed by an independent third party.
DNRP is Almost Carbon Neutral

In 2013, at the direction of the County Executive, the Department of Natural Resources and Parks made a commitment (as stated on DNRP website) for its operations to “go beyond carbon neutral.”  In calculating whether the Department is carbon neutral, DNRP calculates the GHG emissions and offsets for the entire Department of Natural Resources and Parks. For purposes of this calculation, DNRP is working to include the emissions from purchased products and services. Under an approach in development, the tree planting activities of the Water and Land Resources Division and the Parks department which are estimated to provide 187,600 of metric tons of carbon dioxide equivalent (MTCO2e) in offsets are combined with carbon sequestration benefits of the Loop Biosolids, Transfer Station recycling, and renewable energy production, to create total offsets of 251,000 for DNRP. Thus, when compared to total DNRP emissions of 254,000 MTCO2e, DNRP is almost carbon neutral. Again, this is a preliminary analysis and DNRP hopes to have a more final analysis in time for transmittal of the Strategic Climate Action Plan in June 2015.
WTD is Carbon Neutral

For 2013, WTD’s annual direct greenhouse emissions were estimated at 45,600 MTCO2e; 40,000 MTCO2e of energy related emissions and 5,600 MTCO2e of fugitive GHG emissions associated with wastewater treatment. This includes emissions from combusting fossil fuel based energy sources at wastewater treatment facilities, electricity, fuel for vehicles, and methane and nitrous oxide released during the wastewater treatment process.  WTD’s energy and fugitive GHG emissions were offset largely (38,500 MTCO2e) by the Loop Biosolids which reduce GHG emissions and sequester carbon by replacing synthetic fertilizers, adding carbon to soils, and enhancing photosynthesis in plants and trees that store additional carbon. The GHG emissions from wastewater operations were also offset by the generation of renewable energy; for 2013 this included a WTD offset of 8,000 MTCO2e. Thus, preliminary analysis shows WTD as carbon neutral.
Solid Waste Division Has Significant Emissions 
For the SWD, 2013 emissions from energy usage and fugitive methane were estimated at 102,000 MTCO2e. Methane emissions are created from decaying organic material in garbage at the Cedar Hills Regional Landfill and closed landfills owned by the division. While at least 90% of the methane created at Cedar Hills is captured (and used as a renewable source), an estimated 89,400 MTCO2e (or 10% of the total) is not captured. SWD emissions also include an estimated 12,500 MTCO2e of direct energy usage, primarily from diesel used in trucks. For 2014, approximately 17,000 MTCO2e of these emissions will be offset by the GHG emissions benefits of recycling (which reduces emissions associated with mining, manufacturing, transporting, and other processes) at King County transfer stations. Thus, preliminary analysis by DNRP shows SWD has net emissions of 84,900 of MTCO2e.
Unlike the total for DNRP, the totals for SWD and WTD do not include GHG emissions associated with WTD and SWD purchasing (such as construction contracts). They also do not include the large regional benefits of WTD and SWD services and projects. For example, WTD and SWD divisions produce and sell renewable energy to third parties which results in a regional GHG reduction of approximately 89,600 MTCO2e for the SWD and 4,200 MTCO2e for the WTD (in addition to the 8,000 MTCO2e of renewable energy offset value that WTD retained in 2013). Additionally, the community wide benefits of recycling (beyond national average recycling rates) and landfill carbon sequestration efforts by the SWD directly and indirectly led to more than 700,000 MTCO2e of carbon offsets.
Metro Transit and GHG Emissions and Carbon Offsets 

Transit service has significant and beneficial impact on the region’s GHG missions and displaces roughly four times more GHG emissions than it generates—a net displacement of approximately 600,000 tons of carbon dioxide equivalent each year. To calculate the emissions reductions Transit uses a methodology developed with the American Public Transportation Association (APTA). The APTA approach takes into consideration GHG emissions from Transit and the GHG reductions from (1) mode shift to transit, (2) congestion relief, (3) and compact development patterns and reduced car travel resulting from improved transit services.  This methodology has been recently revised by APTA and according to Metro Transit, the methods to estimate land use benefits have been improved. The revised methodology will be released in December 2014. 

While Transit tracks the benefits for carbon reduction of Transit services, these emissions reductions are not factored into the County’s operational GHG emissions inventory for purposes of the Strategic Climate Action Plan. This is similar to the approach discussed above for WTD and SWD, in which the emission reducing activities of WTD and SWD are not factored into the County operational inventory for purposes of the Strategic Climate Action Plan.

Although Transit operations can result in GHG reductions, there do not appear to be emissions reductions from transit operations available as offsets sold by carbon registries. This is because, with few exceptions, there is not a protocol developed for measuring the emissions reductions from Transit service which is recognized and used regularly by organizations in certifying carbon offsets. (The APTA methodology discussed above is not an approved protocol for certifying carbon offsets.) One such protocol, developed for the European Market for purchase of offsets in developing economies is focused on Rapid Ride systems and has been used in Latin America and Asia, but not successfully applied in the United States.  

A 2008 report, Bus Rapid Transit and Carbon Offsets, discussed some of the complexities with measuring offsets from Transit services, and notes that “those seeking to develop carbon offsets have largely steered clear of the transportation sector to date, partially due to the perceived complexity, but also because other sectors have offered lower-hanging fruit.” In other words, carbon credits are readily available from other sectors. Staff discussions with Transit’s economist suggest this finding largely remains true.

It is important to note that for non-Transit specific emissions reduction investments, such as those obtained from switching to biofuels or energy efficiency projects in Transit facilities, there appear to be existing methodologies which could verify resulting offsets. Translink in Vancouver BC has sold offsets from fuel switching. These methodologies have not been used by Transit systems in the United States. 
Governor Inslee’s Call for Price on Carbon
Governor Jay Inslee's Executive Order 14-04 (issued in April 2014) established the Carbon Emissions Reduction Taskforce (CERT or Taskforce) and charged it to "provide recommendations on the design and implementation of a carbon emissions limits and market mechanisms program for Washington." The Taskforce was tasked with reviewing both a cap and trade mechanism and a carbon task. The Taskforce issued its recommendations on November 17, 2014. The Taskforce did not identify a preferred alternative, but according to the Seattle Times (November 19, 2014) Governor Inslee has publicly stated a preference for a cap and trade system.
The TrEE committee may wish to have future briefings to explore how a cap and trade system or a carbon tax would impact King County government operations as well as the region. Initial staff discussions with DNRP suggest the effect from a cap and trade system or carbon tax would be roughly the same for King County—increased fossil fuel energy prices. However, there are potential design elements for both a cap and trade or carbon tax that could complicate the analysis. For example, California’s cap and trade program will provide new funding for transit operations.
ANALYSIS
In reviewing Proposed Ordinance 2014-0479, the analysis below will first highlight the key components of the legislation and then consider several factors:

1) Will this legislation encourage GHG emission reductions?

2) What level of verification is appropriate?

3) What are the challenges with implementation?

4) What are the fiscal impacts of the legislation?

5) Legal considerations of the legislation
Key Components of Proposed Ordinance 2014-0479
Requires DNRP to be carbon neutral by 2017

Lines 96-97 require the Department of Natural Resources and Parks (DNRP) to be carbon neutral by 2017. This date was selected by executive staff and is consistent with the Department’s internal goal as discussed in the background section of this staff report to be carbon neutral by 2017. DNRP is on track to be carbon neutral by this date largely due to the internal offsets from tree planting and the Loop Biosolids program. The legislation does not require third party validation of DNRP’s department wide carbon neutral inventory.
Requires Waste Water Treatment Division and Solid Waste Division to be Carbon Neutral by 2025
Lines 97-98 state that the Wastewater Treatment Division and Solid Waste Division shall each achieve carbon-neutral operations by 2025. (This date was provided by Executive staff.) Lines 100-105 allow for the reduction in greenhouse gas emissions to be accomplished through energy efficiency, investments in the use of renewable energy, the production of renewable energy, carbon offsets, and other practices to reduce greenhouse gas emissions.

Requires Purchased Offsets to Meet the Principle of Additionality

Lines 97-99 of the legislation requires purchased offsets meet the principle of additionality, which is defined in the legislation as meaning “the principle of achieving net greenhouse gas emissions saving over and above those that would have arisen anyway in the absence of a given activity or projects.” 

Requires WTD and SWD Emissions Inventory to be Reviewed by a Third Party 
Lines 108-110 require that the WTD and SWD carbon neutral emissions inventories are reviewed by an independent third party with proven experience in emission inventory calculations. 
Legislation Creates a Transit Carbon Offset Program to Sell Offsets 
Lines 111-112 creates a King County Metro Transit Carbon Offset Program to be administered by Metro Transit to allow Transit to sell offsets from the emissions reductions from transit service, or from other improvements which reduce greenhouse gas emissions. The legislation does not specify specific investments that should be considered for transit offsets. Some examples in addition to transit service might include investment in more fuel efficient vehicles, expansion of the vanpool or trolley fleets, or engineering related facility improvements.
The legislation specifies the following with regard to the Transit offsets:

· Transit shall hire an independent third party organization with proven experience in emission mitigation activities to validate the reductions from transit offsets. (Lines 113-115) 

· Transit shall make the carbon offsets available for purchase by individuals or public or private entities. (Lines 118-120) 
· Transit shall make the carbon offsets available for purchase by WTD and SWD as a means for those divisions to reduce their greenhouse gas emissions. (Lines 118-126)
· When purchasing carbon offsets, WTD and SWD shall purchase Transit carbon offsets before purchasing other offsets outside the County if transit offsets are comparably priced.(Lines 124-127)
· Revenue from the sale of Transit offsets shall be used by Transit solely for the purposes of reducing greenhouse gas emissions through providing additional transit service hours or investments which reduce the greenhouse gas emissions from Transit operations beyond standard operations. (Lines 128-131)

· Before implementing the King County Metro Transit carbon offset program, the Executive is required to report to Council by June 1, 2015, on potential options for structuring the program, potential buyers of the offsets, and the costs and revenues of implementing the program. (Lines 134-141)  

Legislation avoids double counting of GHG emissions 
Lines 132-133 of Proposed Ordinance 2014-0479 specifies that carbon offsets are not counted in the County’s GHG inventory. For example, if Transit sells a carbon offset, Transit should not then assume credit for those emission reductions in its GHG inventory. 
Issues for Committee Consideration
Will this Legislation Encourage GHG Emission Reductions?

A key assumption in determining the extent of additional actions by DNRP, WTD and SWD required by this legislation is the baseline inventory. As discussed above, DNRP has already committed to achieving carbon neutral operations by 2017 when considering the department as a whole. Similarly, with regard to WTD, according to the Executive staff, preliminary emissions inventory shows WTD is already carbon neutral. However, the SWD is not carbon neutral so the carbon neutral requirement may encourage SWD to reduce emissions. 

With regards to the emissions reductions from the sale of Transit offsets, the level of emission reductions will depend on the extent to which the offsets are sold. The more offsets which are sold, the more GHG reducing activities will be funded. 
The inclusion of the principle of additionality in this legislation provides the assurance if offsets are purchased, those offsets will result in emissions reductions beyond those that would have otherwise occurred. 
What Level of GHG Inventory Verification is Appropriate?
There are many ways to calculate GHG footprint which can influence the amount of emissions associated with operations and carbon neutral status. For example, should the emissions from suppliers be counted? Should the benefits from operations, such as recycling be subtracted from the operational emissions? As discussed earlier, executive staff consider the current DNRP, SWD, and WTD inventories preliminary and the methodologies not finalized.
A policy issue for members to consider is: what level of verification should be required of these GHG inventories in order for the Council and the public to have confidence in the inventories? (Ordinance 17270, requiring a Strategic Climate Action Plan, does not address the issue of validating the emission reductions.) Executive staff have expressed concern with the potential cost of the requirement in Proposed Ordinance 2014-0479 for an independent review of GHG inventories for WTD and SWD compared to the benefits. Rather than a required third party review, Executive staff would prefer to share detailed descriptions of the methodologies with Council and provide the opportunity for Council to then request an independent review. Executive staff have noted WTD and SWD have unique operations, for example related landfill and wastewater operations and the biosolids program, and thus validation of the emissions inventory may be expensive. Executive staff estimate that an in depth verification of emissions and offsets could cost $100,000 for WTD and SWD. Executive staff have stated a policy preference to spend available resources on actual projects versus verification efforts. Thus, the tradeoff between verification compared to expenditures for direct greenhouse gas emissions reductions is a policy consideration for the Council for this legislation.
What are the Challenges with Implementation?

It appears the primary challenge with implementation will be with the Transit Carbon Offset program. To meet the requirements of this legislation, any Transit offsets will need to be validated by an independent third party organization. There appear to be many organizations with accreditation from the American National Standards Institute with expertise in carbon offsets. However, the degree to which an independent organization could validate that the transit offsets adhere to standard protocols will depend on the extent to which methodologies have already been developed and approved for those emissions reductions. For example, some offsets such as fuel efficiency, already have methodologies developed for validating emission reductions. Emissions reductions from transit service hours may be more difficult to validate without a standard protocol to compare a project against. 

Additionally, it is not clear whether the price for transit offsets will be comparable to the market price for carbon, which is requirement for purchase by SWD and WTD. It is also uncertain if there is a market for transit offsets from public or private buyers, or individuals. 
To address these concerns, the proposed legislation requires a report prior to implementation discussing potential options for structuring the program, potential buyers of the offsets, and the costs and revenues associated with the program.
What are the Fiscal Impacts of the Legislation?
The costs from implementing this legislation are likely to come to be incurred in several areas. At this point, it is difficult to estimate the full costs of the program.
The Office of Performance, Strategy, and Budget prepared a fiscal note (Attachment 2) to estimate the cost for validating WTD and SWD’s emissions and consultant costs for Transit to further study the Transit Carbon Program.

The fiscal note did not include the costs of making the necessary carbon reductions because there is not a specific plan or on how to do so and the timing of reductions. As noted in the staff report, assuming WTD is carbon neutral, there would be no additional investments required. DNRP would require minimal reductions to achieve carbon neutral status. The largest cost would likely come from SWD as SWD will need to reduce 84,900 tons by 2025. 

Staff are not able to estimate the cost for SWD to become carbon neutral by 2025 because the legislation allows for a variety of approaches to becoming carbon neutral and future costs of offsets are not known. 
Additionally, the fiscal note does not include the costs for Transit to administer the program, or the costs to engage an independent third party organization to validate the offsets. The legislation requires Transit to report back on those costs. 
Legal Considerations 
The PAO has reviewed this legislation and is available to meet with councilmembers and their staff.

ATTACHMENTS
1. Proposed Ordinance 2014-0479 
2. Fiscal note

3. RCW 36.01.250

� Refers to a large group of chemicals known to destroy the stratospheric ozone layer when released into the atmosphere. The chemicals were historically used in a wide variety of applications including refrigerants, foam blowing agents, solvents, and fire suppressants. In addition to their potency as ozone depleting substances. These chemicals can have several hundred to several thousand times more global impact than carbon dioxide





1 of 11
Page 11 of 11

[image: image1.png]