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SUBJECT:  Approving a study of the life cycle impacts related to King County’s use of biodiesel fuel.
COMMITTEE ACTION:  On May 28, 2008, the Transportation Committee approved Proposed Substitute Ordinance 2008-0267, as amended, with a “do pass” recommendation.
SUMMARY:  Proposed Substitute Motion 2008-0267 would require a study of the economic and life cycle impacts be transmitted to the King County Council by December 31, 2008.  The study would focus on four key areas: the economic impacts; the life cycle impacts; global hunger; and quantifying the associated risk in relationship to the county’s Chicago Climate Exchange membership.
BACKGROUND:  King County has undertaken significant measures to reduce the green house gas (GHG) emissions generated through county and Metro operations.  Two key elements of these measures include the use of canola-based biodiesel for the county’s diesel fleet and membership in the Chicago Climate Exchange to measurably reduce carbon emissions and participate in the market trading of carbon credits/offsets.
As more is understood about the science and impacts of biofuels, global questions have been raised about the lifecycle impacts of biofuel versus fossil fuels.  In fact, well respected scientists in the United States as well as other parts of the world have documented impacts that raise questions regarding the cost and benefits of the current generation of biofuels.

Coinciding with these impact concerns, global social and health organizations are raising concerns about the impacts of diverting food crops to a vehicle energy source when people are going hungry.  Furthermore the economics of diverting crops is also forcing up the cost of food crops as available global farming land is dedicated to this fuel production.

On a critical operational front, fuel costs must be also addressed.  The county currently contracts for the purchase of biodiesel at a fixed rate and the current agreement for biodiesel is expiring.  The cost of this biofuel is approximately one dollar and fifty cents greater in price per gallon than the already skyrocketing cost of traditional diesel.
Finally, as a member of the Chicago Climate Exchange, King County has agreed to reduce GHGs by 6% by 2010.  If the annual goals to achieve these GHGs is not achieved, the county must purchase, at market rates, offset credits.  Per the county’s membership agreement, the county has a maximum financial exposure of 9% of our identified baseline purchased at the current market rate.  
Issue Summary:  Proposed Substitute Motion 2008-0267 calls for a study of the lifecycle analysis of the county’s use of biofuels.  The motion further calls for the study to look at four factors:
A. The economic impact of fuel price increases

B. King County’s net GHG lifecycle impact 

C. Issues and option recommendations related to global food and biofuel choices
D. The risk and reward factors associated King County’s use of biofuel related to the membership in the Chicago Climate Exchange and the 2007 Climate Plan
A. Economic Impacts of Biofuel - The county purchases biodiesel through a fixed cost agreement, which is now expiring.  The cost of this biofuel is more than one dollar and fifty cents per gallon higher than the already skyrocketing cost of traditional diesel.  Since the current fuel agreement expires within the next few months and even traditional fuel has spiked beyond expectation, Metro Transit biodiesel fuel costs are likely to generate budgetary-related action.  What are the economic impacts to the County related to its use of biofuel?
B. GHG Lifecycle Analysis - The EPA is conducting major research into the lifecycle costs of biofuel used in the United States.  This research will encompass local as well as national and global factors, and will provide a scientific basis through which King County can analyze GHG impacts.  While preliminary data and science are already published, full results are expected in late 2008 and should be the basis for analysis. Based on the body of research reflecting specifics of the biofuel King County uses, is the county’s use of biofuel creating a net reduction in green house gasses?
C. Global Hunger - A number of global and national organizations, including EPA and the Department of Energy (DOE), are looking into alternative sources of fuel production as part of other biofuel research.  This research, including the EPA GHG lifecycle analysis, is looking to opportunities such as waste biomass, e.g. as sawdust or algae, being used for alternative fuel development.  Are there alternatives to the canola oil-based biodiesel King County uses?

D. Chicago Climate Exchange - As identified through King County’s Chicago Climate Exchange membership agreement, the county has until 2010 to reduce its greenhouse gas (GHG) emissions or buy market rate offsets in 2010 for 9% of its identified greenhouse gas emissions baseline.  The county is currently finalizing its GHG baseline, which will be approximately 170,000 metric tons.  Assuming the county did not achieve any reductions, and based on a current market rate of $7.30/metric ton, the county’s maximum 2010 fiscal liability would be $111,690.  Based on conversations with the Executive’s office, it is very likely that the county will not only achieve its goals, but also generate credits for sale.  The science associated with the baseline assessment and annual reporting will be published by the Executive in the near future, which will enable the county to directly manage this issue.  The Chicago Climate Exchange, however is only one of the commitments and goals that make up the risk factors associated with future biofuel decisions. What are the potential risk and reward factors, including the potential market-based risk and revenues associated with the Chicago Climate Exchange membership and the 2007 Climate Plan?

Proposed Substitute Motion 2008-0267 was developed to respond to these broader questions by December 31, 2008.
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