


Fossil Fuel Risk Bonding (FFRB)

REGULATORY NOTE
	CHECKLIST OF CRITERIA

Proposed No.:  ___2022-XXXX__	Prepared By: Nicole Sanders, Permitting Division
						Date: May 6, 2022

  Yes     No     N/A
 [X]  [  ]  [  ]		NEED:  Does the proposed regulation respond to a specific, identifiable need? If yes then explain.  
			Yes. The 2020 Comprehensive Plan Update Workplan Action 20: Fossil Fuel Risk Bonds directed the Executive to conduct an economic risk assessment of fossil fuel facilities and evaluate whether developers would provide sufficient financial assurance that potential cost impacts of brownfield contamination and explosions from these facilities would not fall on King County. Research conducted in development of this proposed ordinance found that there would be insufficient financial assurance against such cost impacts. The proposed regulation responds to this specific need by requiring developers of new fossil fuel and nonhydroelectric generation facilities (as defined within King County Code Title 21A) to provide proof of adequate financial coverage for these potential cost impacts. 

 [X]  [  ]  [  ]		If so, is county government the most appropriate organization to address this need? If yes then explain.
			Yes. The proposed regulations would apply to unincorporated King County. King County governs private building and development within this geography.

 [X]  [  ]  [  ]		ECONOMY & JOB GROWTH:  Has the economic impact of the proposed regulation been reviewed to ensure it will not have a long-term adverse impact on the economy and job growth in King County?
			If yes then explain.
			Yes. To date, the types of facilities that would typically be affected by the proposed ordinance have not been constructed within unincorporated King County, namely a thermal electric power plant, a liquefied natural gas (LNG) plant and an oil terminal. As such, these facilities are not currently a direct source of economic activity or jobs within unincorporated King County. Additionally, the proposed ordinance does not bar these facilities from future construction, but instead requires financial protection against their potential impacts that could negatively affect the economic well-being of King County and its residents.

 [X]  [  ]  [  ]		PURPOSE:  Is the purpose of the proposed ordinance clear? Describe the purpose of the ordinance.
Yes. The purpose of the proposed ordinance is to require developers of fossil fuel and nonhydroelectric generation facilities to provide proof of adequate financial coverage for the potential cost impacts of brownfield contamination and explosion.
	
 [X]  [  ]  [  ]		Are the steps for implementation clear? Describe the steps for implementation.
			Yes.  If the proposed ordinance is adopted and in effect, implementation will occur through the Permitting Division of the Department of Local Services applying new requirements for development of fossil fuel and nonhydroelectric generation facilities in unincorporated King County.

 [ ]  [X]  [  ]		EVALUATION:  Does the proposed ordinance identify specific measurable outcomes that the proposed regulation should achieve? Describe the measurable outcomes.
		 	
 [X]  [  ]  [  ]		Is an evaluation process identified? Describe the evaluation process.
			The current King County Code requires review of fossil fuel facility site design and operating standards every five years following permit issuance. The proposed ordinance adds that financial coverage requirements that must also assessed in this regular five-year review. 

 [X]  [  ]   [  ]		INTERESTED PARTIES:  Has adequate collaboration occurred with all those affected by the proposed regulation (including the public, the regulated and the regulators)? Describe the level of collaboration that has been performed.
			Yes. A draft of the proposed ordinance was provided to the public and the state for review and comment prior to transmittal, which included the following outreach activities:
· A 3-week public comment period from March 30 to April 22, 2022.
· Online posting, which included the draft legislation, information about the proposals, and the various methods for public comment.
· Email notification to Permitting’s development regulation email distribution list.
· Posting in the Unincorporated Area Community News, April 2022 issue.
· Presentations to local community groups in 2022, including:
· Four Creeks UAC (2/8)
· West Hill Community Association (2/15)
· Greater Maple Valley Unincorporated Area Council (2/7)
· North Highline Unincorporated Area Council (2/2). 

 [X]  [  ]   [  ]		COSTS & BENEFITS:  Will the proposed regulation achieve the goal with the minimum cost and burden?
Yes. The primary cost impacts would fall on potential fossil fuel or hydroelectric generation facility developers, which would be required to obtain and provide proof of adequate financial coverage against the potential impacts of an explosion or remediation of site contamination. The proposed ordinance provides flexibility to potential developers regarding the types of financial coverages allowed, such that developers could pursue lower-cost coverage to fulfill the proposed ordinance requirements. Self-insurance and self-bonding are not allowed as these coverages may prove inadequate if facility operators approach or become insolvent. 

 [X]  [  ]  [  ]		Has the cost of not adopting the proposed regulation been considered? Describe and quantify the cost of not adopting the proposed regulation.
The consequence of not adopting the proposed regulation would be continuation of the current status quo, namely that a new potential fossil fuel or nonhydroelectric generation facility would not be required to provide proof of financial coverage against the potential risk of explosion or hazardous substance contamination. This increases the risk that, were an explosion or site contamination to occur, that some or all of the cost impacts from an explosion or site contamination could fall on the Washington state or King County government or other public agency, ultimately consuming taxpayer dollars.

There is a substantial range of the potential costs to the public were the proposed regulation not adopted. 
· If an applicable fossil fuel or nonhydroelectric generation facility were not developed or, following development, an explosion or contamination event did not occur, there would be no cost to the public. Hence, in these circumstances, if the proposed regulation were not adopted, there would be no cost.
· Were a fossil fuel facility constructed and at a future point entered bankruptcy for the site following contamination, and was able to remediate the contamination, the remediation cost could potentially fall on taxpayer funds should the state or other governmental entity assume control of the site cleanup process. Research conducted in development of this proposed ordinance found that the current-day cost of an average industrial site cleanup is roughly $2.8 million.
· Were a fossil fuel or nonhydroelectric generation facility constructed and at a future point entered bankruptcy for the site following an explosion event, some or all of the cost impacts from an explosion could be borne by residents for public costs (using taxpayer funds) or personal costs not incorporated in the total public impact. Research conducted in development of this proposed ordinance estimated a cost impact of between $34 million to $2.17 billion from an explosion. This is partially informed by the four explosions globally with costs exceeding $1 billion in damages and/or to re-build facilities since 2004.

 [X]  [  ]  [  ]		Do the benefits of the proposed regulations outweigh the costs? Describe and the cost and benefits of proposed regulation.
It is unknown if a fossil fuel or hydroelectric generation facility will be proposed for development in unincorporated King County. However, the scope of potential cost impacts from incidents outlined in the above answer indicate that the potential benefits of added financial assurances outweighs the costs of obtaining or administering the additional required financial coverage.

 [  ]  [X]  [  ]		VOLUNTARY COMPLIANCE:  Does the proposed ordinance inspire voluntary compliance? Describe how voluntary compliance is anticipated to take place.
			No, the proposed regulations are mandatory.

 [X]  [  ]  [  ]		CLARITY:  Is the proposed ordinance written clearly and concisely, without ambiguities?
			Yes.

 [X]  [  ]  [  ]		CONSISTENCY:  Is the proposed regulation consistent with existing federal, state and local statutes?
			Yes.
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