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SUBJECT

Proposed Ordinance (PO) 2023-0185 would establish a Forest Carbon Program under the direction of King County Department of Natural Resources and Parks (DNRP) and establish protocols for the program. 

SUMMARY

Carbon credits are a market-based approach to reducing carbon dioxide and other greenhouse gas emissions. One carbon credit typically represents the reduction or removal of one metric ton carbon dioxide equivalent from the atmosphere. In 2018, the Executive transmitted the Land Conservation Initiative Advisory Group’s recommendations to the Council, which included a recommendation that the County pursue the development of a carbon credit funding stream using the carbon reduction benefits urban and rural forests. In line with the recommendations in the Advisory Group’s report, in May 2019 DNRP launched a pilot forest carbon program, which created a total of 66,717 credits through two forest-related carbon projects. 

PO 2023-0185 would establish the Forest Carbon Program in Title 18 of King County Code, and codify the processes and requirements by which the program operates. This includes defining what types of carbon removal/reduction projects qualify for the program, establishing the process by which carbon credits can be created and verified, setting guidelines for establishing the price of credits, and directing the use of carbon credit revenues. The PO would also exempt carbon credits created through the forest carbon program from the existing requirement that all emissions credit sales entail unique circumstances, be done in the best interests of the public, and be subject to Council approval. 

There is a striking amendment, S1, which would maintain the existing code requirements relating to the public interest and council approval. It would also encourage the Executive to develop agreement templates for sale of emissions credits and similar assets, that the Council could approve for use in future sales. It would also make several technical and clarifying changes to match Executive intent. There is also a title amendment. 


BACKGROUND 

Carbon Credits. Carbon credits are a market-based approach to reducing carbon dioxide and other greenhouse gas (GHG) emissions. The basic principle behind carbon credits involves assigning a monetary value to a certain amount of carbon dioxide or its equivalent GHG emissions, referred to as CO2e. One carbon credit typically represents the reduction or removal of one metric ton CO2e from the atmosphere. 

International carbon markets first emerged after the adoption of The Kyoto Protocol  in 1997, which introduced the Clean Development Mechanism (CDM). The CDM allowed developed countries to invest in emission reduction projects in developing nations and earn carbon credits in return. These credits could then be used to meet the developed countries’ emission reduction targets.

In recent years, cap-and-trade programs, in which regulators set a limit on carbon emissions and create a market for companies to buy and sell allowances that let them emit a certain amount, have increased in usage, and this in turn has driven demand for carbon credits to offset emissions. These regulatory carbon markets exist alongside voluntary carbon markets, in which governments or businesses purchase carbon credits in order to meet voluntary carbon reduction goals. 

In 2021, the Washington Legislature passed the Climate Commitment Act, which established a regulatory carbon market in Washington. The program started on Jan. 1, 2023, and the first emissions allowance auction was held on Feb. 28. These auctions are held quarterly. In addition to credits purchased through the state, the program allows emitters to purchase so-called “offset credits” to cover up to five percent of their emissions, and an additional three percent with credits from projects on federally recognized Tribal lands.

Land Conservation Initiative Recommendations on Carbon Credits. In 2015, the Council adopted Motion 14458, which asked the Executive to develop a work plan for implementing a preservation and conservation program to identify, protect, and conserve water and land resources, including farmland and forest lands, ecological lands, river and stream corridors, trail corridors, and historic resources on farmlands. 

In March 2016, in response to Motion 14458, the Executive transmitted the Land Conservation & Preservation Work Plan, and in September 2016, the King County Executive convened the land conservation initiative advisory group to advise the Council and the Executive on ways to preserve remaining conservation lands within a generation, including benefits and challenges, a preferred timeline and public and private funding options.

The Land Conservation Initiative (LCI) Advisory Group included twenty-seven county residents with wide-ranging expertise, including professionals from cities, environmental organizations, local businesses, real estate firms, investment firms and philanthropists. 

The Advisory Group's final report was transmitted to the Council in 2018. The report states:

“Forest carbon projects in both rural and urban areas can produce internationally
recognized ‘credits’ (i.e. carbon emission offsets) by preventing conversion of forests to other uses, and by guaranteeing forest stewardship. Thousands of acres of unprotected forests which are prioritized for conservation by this Initiative may be eligible to produce carbon credits…Such a program can attract private funding for land conservation from organizations looking to offset emissions.”[footnoteRef:1]  [1:  Land Conservation Advisory Group Final Report, Page 28] 

[bookmark: _Hlk141697548]
The Advisory Group therefore recommended that the County pursue the development of a carbon credit funding stream, and specifically, that the County should “allocate the necessary resources as quickly as possible to complete assessments of viability for private funding streams based on carbon credits (both rural and urban)…[and] presuming no adverse findings in the completion of these assessments, the County
should move forward with urgency in creating the necessary policies and programs. For
carbon, in particular, continuing to conserve lands without considering carbon credit
generation off these lands risks leaving behind substantial private funding.”[footnoteRef:2] [2:  Ibid, Page 53] 


Pilot Forest Carbon Program. In line with the recommendations in the LCI Advisory Group’s report, in May 2019 DNRP launched a pilot forest carbon program. According to Executive staff, the pilot included multiple steps: review of existing protocols and methodologies, project feasibility analyses, project development, validation, and verification, project registration, credit issuance, credit sales, and additional forest conservation using revenues gained.

[bookmark: _Hlk141692433]During the pilot program, DNRP conducted feasibility analyses on two rural carbon  projects, one of which was not deemed viable and did not move forward. The other project was validated and a total of 63,692 carbon credits were verified using Verra’s Verified Carbon Standard.[footnoteRef:3] These credits came from sites throughout King County. To date, 45,124 of these credits have been sold, generating $661,380.  [3:  https://verra.org/programs/verified-carbon-standard/ ] 


DNRP also completed one urban carbon project with the City Forest Credits verification program.[footnoteRef:4] This project resulted in creation of 3,025 verified credits. The forest land from which the credits were created is located in Sammamish. All of these credits have been sold, generating $69,730. [4:  https://www.cityforestcredits.org/ ] 


Money from both projects has been used for acquisition and conservation of forest land.

ANALYSIS

PO 2023-0185 would establish the Forest Carbon Program in Title 18 of King County Code, and codify the processes and requirements by which the program operates. Section 1 would establish the new chapter in Title 18.

Definitions. The PO would define a number of terms applicable to the Forest Carbon Program. Among other things, the PO would include the following definitions:

· "Additional" means a carbon project creates greenhouse gas reductions or removals over and above those that would have arisen in the absence of a given activity and does not result from actions required by law or regulation.

· "Carbon credit" means the reduction, avoidance or sequestration of one metric ton of carbon dioxide equivalent.

· "Forest carbon program" means the program operated within the water and land resources division of the department of natural resources and parks that manages the processes by which carbon credits are created, verified, held and sold.

· "Carbon project" means a set of actions, measures, and outcomes specified in a protocol or methodology that results in greenhouse gas reductions or removals.  This includes projects in the agriculture, forestry and other land use sector, such as improved forest management, afforestation, reforestation, revegetation, or improved agricultural land management, as well as other nature-based carbon projects.

Council staff inquired about the bounds of the “carbon project” definition, as “other land use sector” could potentially be interpreted to apply to emissions reduction projects relating to waste management, conversion to renewable energy, or artificial carbon capture and storage. Executive staff clarified that the Forest Carbon Program is intended to be limited to projects in which emissions reductions relate to the forestry or agriculture sector, or where another element of the natural environment, such as wetlands or other terrestrial or aquatic ecosystems, are the basis of the reduction. This definition would be clarified by the striking amendment. 

Project and Credits Creation. The PO would establish the Forest Carbon Program and require it to “create third-party verified carbon credits through development of one or more carbon projects that follow established carbon project protocols or methodologies, and that follow industry best practices and best available science.” It would require each carbon project to follow all requirements of the third-party protocol or methodology it is created under, and would require all carbon credits created through each project to be additional, as defined above. 

DNRP would be required to establish a system for tracking carbon credits that clearly shows the quantity and date of carbon credits issued to a carbon project and any sale, transfer, retirement, or cancellation of carbon credits, including the name and contact information of the recipient or recipients of the carbon credits.

Carbon Credit Sales and Revenues. The PO would give DNRP sole authority to sell or otherwise transfer carbon credits to any party, noting that credits sold could not simultaneously be used to meet the County’s operational GHG targets and commitments. DNRP could also retire unsold carbon credits and remove them from the market. 

DNRP would have sole discretion for establishing prices for carbon credits, and the PO would list possible factors DNRP would use in setting the prices, including existing carbon credit prices, demand, cost of credit creation, and willingness to pay. 

The PO would allow revenue from carbon credit sales to be used for acquisitions to enhance or improve the environment, program administration, or activities to increase ecosystem resilience, in proportions determined by DNRP. These uses align with the guidance in Strategy APX 17.C of the King County 2020 Strategic Climate Action Plan. Executive staff clarified that “activities to increase ecosystem resilience includes “activities that help make the forest (or other ecosystem) more resilient to disturbance, especially to future climate conditions. Examples include thinning forests that were replanted to a single species (Douglas-fir) by previous owners and replanting a broader range of tree species; harvesting alder that is near the end of its life and replanting with a range of conifers that are longer lived and will store more carbon; and removing invasive species.”

Exemption from Real and Personal Property Provisions. Currently, K.C.C. 4.56.250 exempts the sale of emissions credits, offsets, allowances, and similar assets from all real and personal property provisions of K.C.C. 4.56, when unique circumstances are present, the sale is in the best interests of the public, and there is a direct agreement negotiated by the County Executive and approved by the County Council. The PO would exempt carbon credits created through the Forest Carbon Program from all standards of K.C.C. 4.56 without these circumstances being met, meaning that Council approval of individual sales would not be required. 

AMENDMENT

Striking Amendment. Striking Amendment S1 would: 

· Maintain the existing requirement that all sales of emissions credits be in the best interests of the public and approved by Council. “Unique circumstances” would not need to be present;
· Encourage the Executive to develop template agreements for emissions credits and similar assets, that could be authorized by the Council for future use, eliminating the need for Council approval of each individual sale;
· Make changes to match Executive intent, including:
· Clarifying definitions, including setting boundaries around the types of carbon projects covered under the forest carbon program;
· Consolidating and streamlining language to reduce duplication and clarify requirements;
· Moving policies relating to expenditures and revenues to the relevant section in Title 4A;
· Making other technical changes.

Title Amendment. Title Amendment T1 would conform the title to the striking amendment. 
INVITED

· Michael Murphy, Program Manager, Transfer of Development Rights, DNRP

ATTACHMENTS

1. Proposed Ordinance 2023-0185
2. Striking Amendment S1
3. Title Amendment T1
4. Transmittal Letter
5. Fiscal Note
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