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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5735

State of WAshi ngton 61st Legislature 2009 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Rockefeller,
Har gr ove, Jacobsen, Ranker, Fraser, Keiser, Jarrett, Franklin, Shin,
Kohl -Wel l es, Regala, MAuliffe, and Kline; by request of Governor
G egoire)

READ FI RST TI ME 03/ 02/ 09.

AN ACT Rel ating to reducing greenhouse gas em ssions; adding a new
section to chapter 47.38 RCW adding new sections to chapter 70.235
RCW and creating new secti ons.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:
NEW SECTION. Sec. 1. FINDINGS. (1) The legislature reaffirnms the

state limts on greenhouse gas em ssions adopted in RCW 70.235.020
Despite the recent economc downturn, the output of greenhouse gas

em ssions continues. It remains essential to fashion a long-term
strategy for reduction of greenhouse gas em ssions, consistent wth
previously enacted reduction goals of the state. The legislature
further finds that full inplenentation of current policies regarding
energy efficiency, new clean energy technol ogies, efficient building
practices, new energy efficient transportation technol ogies, and other
policies and prograns may achieve nearly one-half of the estimted
statewide em ssions reductions needed to neet the state's 2020
emssions limts, but that additional reduction strategies wll be
needed.

(2) Therefore, it is the intent of the legislature by this act to
provide a thorough review and set of recomendations to the 2011
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|l egislature regarding the nerits of inplenenting a nultisector
em ssions reduction program in the state, as well as recomended
additional conplenentary policies to achieve the state's em ssion
reduction requirenents.

NEW SECTION. Sec. 2. POLICY DECLARATI ON. When presenting the
state's position on any regional or national emssions reduction
program that relies on a nultisector, market-based approach to
regul ati ng greenhouse gas em ssions, the state shall adhere to the
foll ow ng policies:

(1) Assuring that bionmass conbustion for electricity or process
st eam production i s consi dered carbon neutral;

(2) Assuring equitable economc benefits and opportunities for
electric utilities operating in Wshington that use hydroelectric
gener ati on;

(3) Recognition nust be provided to those em ssions sources that
have taken early action to reduce their em ssions;

(4) That the state's forest and agricultural |ands that are nanaged
in ways that increase carbon sequestration be recognized for the use of
offsets to regulatory limts on em ssions; and

(5) Assuring the protection of | owand noderate i ncone househol ds.

NEW SECTION. Sec. 3. EM SSIONS CAPS. (1) In order to assist
Washington in neeting the requirements in RCW 70.235.020, the
departnent of ecology shall recomend a greenhouse gas em ssions
reduction program that sets statewi de and sector em ssion caps for
persons that annually emt at or above twenty-five thousand netric tons
of carbon di oxi de equivalents. The em ssions reduction program nust
recogni ze early actions, conplenentary policies, and offsets as
specified in section 5 of this act. The em ssions reduction program
must include protocols for directing technical and financial incentives
to those persons who nonitor and denonstrate their em ssions
reductions. No elenent of the programrecommendations in this section
may be inplenmented unless specifically authorized by a future act of
the | egislature.

(2) The departnment of ecology's recommendati ons nust include the
fol |l om ng programdesi gn el enents:
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(a) Phase one of the em ssions reduction programshoul d be desi gned
to begin in 2012 and covers the followng sectors: (i) Electricity
generated in the state or generated out-of-state and delivered to the
state by long-termfinancial conm tnments under chapter 80.80 RCW (ii)
i ndustrial and commercial fuel conbustion; and (iii) industrial process
em ssi ons;

(b) Phase two of the em ssions reduction programshoul d be desi gned
to begin in 2015 and covers the follow ng sectors: (i) Transportation
fuel conbustion; (ii) residential fuel conbustion; and (iii) fuel
delivered or sold for industrial and commercial conbustion where the
fuel is used by persons not otherw se covered by the programin 2012.
Phase two of the program may include conplenentary neasures, except
that neasures for transportation fuels nust focus on emssions
reductions, not raising revenues, and consideration nmust be given to
differing rural and urban circunstances;

(c) For each conpliance period, em ssions caps nust decline evenly
in each sector until the state greenhouse gas em ssions are reduced as
requi red by RCW70. 235. 020;

(d) Except for purposes of reporting, the follow ng carbon dioxide
em ssions are not covered by the program

(i) Emssions fromindustrial conbustion of biomass in the form of
fuel wood, wood waste, wood by-products, and wood residuals as |ong as
the region's silvicultural sequestration capacity is maintained or
i ncreased; and

(1i) Emssions from the conbustion of biofuels or the biofuel
conponent of blended fuels as the term "biofuel"” is defined in RCW
43. 325. 010; and

(e) No nore than forty-nine percent of a sector's total em ssions
reductions from2012 to 2020 may be satisfied with of fsets.

(3) The recommendations in this section nust be submtted to the
appropriate commttees of the |egislature by Decenber 1, 2010.

NEW SECTION. Sec. 4. ALTERNATIVE STRATEGES FOR ACH EVI NG
EM SSI ONS REDUCTI ONS. (1) The departnment of ecology shall report to
the legislature on alternative strategies the state may inplenent to
meet the requirenents in RCW 70.235.020. The report nust include the
follow ng: A conprehensive exam nation of all neasures, not market-
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based, that the state could enploy to reduce the emssions of
gr eenhouse gases, such as:

(a) Regulatory emssions caps and other performance oriented
regul ati ons;

(b) Econom c and fiscal neasures that woul d suppl enent a regul atory

appr oach;
(c) Measures for substantially reducing greenhouse gas em ssions
from the electricity sector, including neasures to facilitate the

transition from electricity generation derived from any coal-fired
facility to generation with significantly reduced em ssi ons;

(d) Measures for reducing transportation em ssions in urban areas
of the state, including prograns providing incentives and assi stance
for the depl oynent of electric vehicles and the necessary
infrastructure for such vehicles and policies directing the increased
use of these vehicles within state agency fleets; and

(e) Measures for reducing em ssions by increasing energy efficiency
in buildings and cormercial and industrial applications.

(2) The report mnust include an analysis of the alignnent of
policies and standards anong the participating jurisdictions in the
western climate initiative.

(3) The report must include recommendations for establishing a
performance auditing nmechanism to nonitor the effectiveness of
em ssions reduction strategies.

(4) The report nust include recommendations on conplenentary
nmeasures the state may undertake to supplenent a national em ssions
reduction program

(5 The report nust incorporate an economc analysis by the
forecasting office of the office of financial managenent, in
consultation with nenbers of the governor's council of economc
advisors, of the inpact to Wshington consunmers, businesses, and
citizens if Washington entered into a regional or federal em ssions
reduction program The econom ¢ anal ysi s nmust include:

(a) Various econom c scenarios, such as when Wshington has a
robust econony and when Washington is in an econom ¢ downt urn;

(b) The econom c inpact sector by sector, including the inpact to
the forest products manufacturing sector and Washington's port
districts;
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(c) Howto address trade conpetition fromcountries and states that
are not participating in an em ssions reduction program

(d) How to ensure that economc benefits are available to both
urban and rural communities; and

(e) The inpact on the cost and affordability of food, housing,
energy, transportation, and other routine expenses on | ow and noder at e-
i ncome househol ds.

(6) The report nust be submtted to the appropriate commttees of
the | egislature by Decenber 1, 2010.

NEW SECTION. Sec. 5. OFFSETS. (1) The departnent of ecology
shall recommend criteria for issuing and accepting offset credits for
offset projects that may be used to neet a person's conpliance
obligation in a state, regional, or national emssions reduction
program The departnent nust give priority to investigating and
developing criteria for offset projects wthin the forestry,
agriculture, and waste nmanagenent sectors, but nust also devel op
criteria for recognizing offsets from all sources of emssions
reductions that are additional to existing regulatory requirenments and
that are reductions beyond business as usual emssion |evels. The
departnent shall present the state's policy on forestry offset projects
establ i shed under section 6 of this act as the state's position when
devel oping the criteria for forestry offset projects wthin any other
regi onal or national cap and trade em ssions reduction program

(2) Wthregard to forestry offsets, the departnment of ecol ogy nust
give first priority for issuing offset credits for forestry offset
projects located in Washington. Second priority nust be given to
of fset projects within Washi ngton, O egon, |daho, and Montana. Third
priority must be given to offset projects that are |located in any ot her
jurisdiction in the United States. One offset credit nust be issued
for up to each nmetric ton of em ssions as neasured in carbon dioxide
equi val ent associated with an offset project.

(3) Except as provided in this section, the departnent of ecol ogy
may accept offset «credits for conpliance purposes from other
jurisdictions as well as annex 1 countries from the United Nations
framewor k convention on clinmate change, but only if an offset project
is not avail abl e i n Washi ngt on.
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(4) The departnment of ecology may also accept for conpliance
purposes offset credits from devel oping countries, but only if an
offset project is not available in Washington. Ofset credits from
devel oping countries nust be in accordance with the cl ean devel opnent
mechani sm of the Kyoto protocol or if the clean devel opnent nechani sm
is replaced, a protocol devel oped by the departnent. The departnent
may develop criteria for these offset projects to ensure simlar rigor
to offset projects within the state.

(5) Any offset credit that is used to neet a conpliance obligation
must conformto the rul es adopted by the departnent of ecol ogy.

(6) Upon receipt by the departnent of ecology of an offset credit
to nmeet a conpliance obligation, the departnent shall retire the offset
credit.

(7) The departnent of ecology shall ensure that all offset credits
that it issues are tracked to ensure that the departnent knows who
hol ds a given offset credit and when it is retired.

(8) The departnent of ecology shall consult with tribal governnents
upon request on any offset criteria that may affect tribal governnents,
such as the voluntary devel opnent of offset projects by tribes.

(9) The recommendations in this section nust be submtted to the
appropriate commttees of the |egislature by Decenber 1, 2010.

NEW SECTION. Sec. 6. FORESTRY OFFSET POLI CY. The departnent of
ecology, 1in consultation wth the forest practices board, the
departnment of natural resources, and the forest carbon working group,
shall develop the state's policy for forestry offset projects within
Washi ngton. The agencies and the working group shall use the 2008
report of the forest carbon working group as the starting point in
devel oping the policy. The final policy nust be conpleted by Decenber
31, 2009, unless the departnent of ecology notifies the agencies and
wor ki ng group that the policy is needed sooner. The public nust be
provided with the opportunity to review and comment on the policy as it
i s devel oped. The policy nust include:

(1) Specific standards and guidelines that wll support carbon
accounting in managed forests participating in an offset program

(2) Howto ensure that any carbon that is reduced or sequestered by
a forestry offset project will be eligible for an offset credit within
a regional or national cap and trade em ssions reduction program
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(3) Recognition of mnmanagenent activities that increase carbon
stocks including, but not limted to, thinning, |engthening rotations,
increased retention of trees after harvest, fertilization, genetics,
ti mber stand inprovenent, fire nmanagenent, and specific site class and
productivity of a managed forest;

(4) Specific standards and guidelines to support wood products
accounting, recognizing that carbon is stored in products after trees
are harvested including the use of the one hundred year nethod which
estimates the anmpunt of carbon stored in the wood products that are
projected to remain in use after one hundred years;

(5) @uidelines on how forestry offset projects and forestry
financial incentive prograns can work together so that Wshington's
forest |andowners will not be disadvantaged in conparison to other
jurisdictions participating in a regional or national cap and trade
em ssions reduction program and

(6) Recomrendations for how to verify or certify carbon stocks that
w Il not be adm nistratively burdensone.

NEW SECTION. Sec. 7. FINANCI AL | NCENTIVES FOR FORESTRY. The
departnment of ecology, in consultation with the forest practices board,
the departnent of natural resources, and the forest carbon working
group, shall develop and deliver to the legislature by Decenber 1,
2010, legislation to inplenent a financial incentives program for
forestry and forest products that will recognize activities such as:

(1) Forest Ilandowners maintaining and actively managing their
forest |and usi ng managenent activities such as thinning, |engthening
of rotations, increased retention of trees at harvest, fertilization,
genetics, tinber stand i nprovenent, and fire managenent;

(2) Forest |andowners continuing the production of wood products
whi | e mai ntai ning or increasing their carbon stocks on the ground,

(3) Retention by forest |andowners of high carbon stocks where
there is no obligation to retain such stocks; and

(4) The use by devel opers and buil ders of wood building materials
instead of nore intensive fossil fuel products such as concrete and
steel .

NEW SECTI ON.  Sec. 8. WESTERN CLI MATE I NI TI ATIVE. The director of
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the departnent of ecology is authorized to continue discussions with
other jurisdictions inthe western climate initiative.

NEW SECTION. Sec. 9. A new section is added to chapter 47.38 RCW
to read as foll ows:

(1) As a necessary and desirable step to expedite the transitionto
transportation technol ogies and infrastructure with reduced em ssi ons,
t he departnent shall inplenent an electric vehicle and alternative fuel
vehicle infrastructure programthat accel erates planning and all ocation
of funding for pilot projects to denonstrate the feasibility of |arge
scale deploynent of <charging and alternative fuels distribution
infrastructure. The program nust include the provisions in this
section and other electric vehicle prograns being inplenmented by the
depart nent.

(2) The governor shall direct the departnment, in collaboration wth
the states of Oregon and California, to develop a nultistate electric
vehicle infrastructure initiative. The objective of the initiativeis
to inplenent large scale denonstration projects that support the
chargi ng and ot her necessary infrastructure for electric vehicles al ong
shared interstate highways and in nmmjor urban areas in the three
states. The governor shall work in a nultistate coll aboration to seek
maj or federal funding for planning and projects inthe initiative.

(3) As an el enent of the program authorized under this section, the
| egislature authorizes an alternative fuels corridor pilot project
capabl e of supporting electric vehicle charging and battery exchange
t echnol ogi es. To the extent permtted wunder federal prograns,
regul ations, or laws, the departnent nmay enter into partnership
agreenents with other public and private entities for the use of |and
and facilities along state routes and within interstate highway rights-
of-way for an alternative fuels corridor pilot project. The pilot
project may allow for commercial activities only as necessary to attain
basic economc sufficiency. The departnment is not responsible for
providing capital equipnment nor operating refueling or recharging
services. At a mninmm the pilot project nust:

(a) Limt renewable fuel and vehicle technol ogy offerings to those
wth a forecasted demand over the next fifteen years and approved by
t he departnent;
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(b) Ensure that a pilot project site does not conpete with existing
retail businesses for the provision of the same refueling services or
rechargi ng technol ogies in the sanme geographic area,;

(c) Provide existing truck stop operators and retail truck
refueling businesses with an absolute right of first refusal over the
offering of refueling services to class six trucks with a maxi mum gross
vehi cl e wei ght of twenty-six thousand pounds within the sanme geographic
area identified for a possible pilot project site;

(d) Reach agreenent with the departnent of services for the blind
ensuring that any coonmercial activities at host sites do not materially
affect the revenues forecasted from their vendi ng operations at each
site;

(e) Regulate the internal rate of return from the partnership,
i ncluding provisions to reduce or elimnate the |evel of state support
once the partnership attains econom c self-sufficiency;

(f) Be limted to not nore than five |ocations on state-owned | and
within federal interstate rights-of-way or state highway rights-of-way
i n WAashi ngt on; and

(g) Belimted in duration to a term of years reasonably necessary
for the partnership to recover the cost of capital investnents, plus
the regulated internal rate of return.

(4) The department of transportation's obligations under this
section are subject to availability of amounts appropriated for the
specific purpose identified in this section.

NEW SECTION. Sec. 10. A regional transportation planning
organi zation containing any county with a popul ation in excess of one
mllion in collaboration with representatives from the departnent of
ecol ogy, the departnent of transportation, the departnment of community,
trade, and econom c devel opnent, |ocal governnents, and the office of
regul atory affairs nust seek federal or private funding for the
pl anni ng for, deploynent of, or regulations concerning electric vehicle
i nfrastructure.

NEW SECTI ON.  Sec. 11. ACCOUNT CREATED. The em ssions reduction
assi stance account Is created in the state treasury. Al
appropriations to the account and twenty-five percent of all federa
funds received pursuant to HR 1, P.L. 111-5 for the purpose of
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assisting with energy efficiency and renewable energy, including
federal funds received for the state energy program nust be deposited
in the account. Oher funds, gifts, grants, and endowrents frompublic
or private sources, in trust or otherwise, may be directed into the
account . Any noneys received from sponsor match paynents nust be
deposited in the account. NMomneys in the account may be spent only
after appropriation. Expenditures fromthe account may be used for the
fol |l ow ng purposes, however at |east ten percent of the revenues in the
account must be used for the purposes identified in subsection (5) of
this section:

(1) Assisting persons in achieving em ssions reductions under
section 3 of this act;

(2) Assisting the transition of coal-fired facilities to cleaner-
bur ni ng technol ogi es;

(3) Reducing price inpacts for consuners with incones within two
hundred fifty percent of the federal poverty |evel;

(4) Strategies to create jobs and provide for worker transition
especially in and for those comunities and workers that have been
di sproportionately affected by econom ¢ downturns, through efforts to
reduce em ssions, reduce energy use, and devel op cl ean energy suppli es;

(5) Supporting transit and transportation projects, including
telework projects, that will reduce greenhouse gas em ssions;

(6) Energy efficiency and renewable energy incentives including
matching electric utility sponsored progranms that support custoner
energy efficiency investnent, new renewable energy resource
devel opnment, including related transm ssion, energy storage, and
i ntegration technol ogi es;

(7) Promoting em ssions reductions and carbon sequestration in
agriculture, forestry, waste nmanagenent, and ot her uncapped sectors;

(8 Efforts funded by Ilocal governnents to reduce community
gr eenhouse gas emn ssi ons;

(9) Adaptation to climate change inpacts, including inpacts on
af fected species, habitats, and communities; and

(10) Research, devel opnent, denonstrations, and deploynent of
t echnol ogy to reduce greenhouse gas eni ssions.

NEW SECTION. Sec. 12. Captions used in this act are not any part
of the | aw.

E2SSB 5735 p. 10
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NEW SECTION. Sec. 13. Sections 2 and 11 of this act are each

added to chapter 70.235 RCW

NEW SECTION. Sec. 14. This act shall be in effect only to the

extent that
this act.

funds are specifically appropriated for

--- END ---
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