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Metropolitan King County Council
Transportation, Economy, and Environment Committee
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	Date:
	June 24, 2026



SUBJECT

Proposed Ordinance (PO) 2026-0116 would authorize the County to enter into an agreement with Karbone Inc. for the sale of environmental attributes related to biomethane produced at the Wastewater Treatment Division's South Treatment Plant.

SUMMARY

The Wastewater Treatment Division (WTD) produces renewable natural gas from biogas generated through wastewater treatment processes at the South Treatment Plant. Biomethane and environmental attributes from the South Treatment Plant have generated more than $63 million in revenue to WTD since 2017, with most of that value coming from environmental attributes rather than the physical gas commodity.

Since 2022, King County has had a contract with Bluesource, LLC, for sale of environmental attributes from the South Treatment Plant, however, this expires June 30, 2026. With that contract's expiration, PO 2026-0116 would authorize the Executive to execute a base contract and related documents with Karbone Inc. to sell environmental attributes to that entity, which already purchases attributes related to the Cedar Hills Landfill. Terms of the agreement are summarized in Table 1.

Table 1. High-level Summary of Proposed Agreement
	Topic
	Summary

	Parties
	King County and Karbone Inc. 

	Product
	Environmental attributes associated with renewable natural gas generated at the South Treatment Plant.

	Term
	July 1, 2026 through June 30, 2029, with up to two one-year extensions by mutual agreement.

	Pricing
	Would be determined on a sale-by-sale basis through mutual agreement of the parties.

	Minimum Purchase
	The agreement would not require Karbone to purchase a minimum quantity of environmental attributes.

	Exclusivity
	King County could also enter into contracts with other entities for sale of environmental attributes from the South Treatment Plant during this period. WTD also anticipates separate legislation for the sale of the natural gas itself to Puget Sound Energy.



The Executive anticipates approximately $20.7 million in revenue from the sale of the environmental attributes between 2026 and 2031 if the agreement is executed and undergoes two one-year extensions. The proposed ordinance would require the money to be allocated to WTD and reinvested in Strategic Climate Action Plan (SCAP)-related actions. This is a policy choice for Councilmembers.

BACKGROUND 

South Treatment Plant Biomethane. WTD operates three regional wastewater treatment facilities, including the South Treatment Plant in Renton, which treats approximately 28 billion gallons of wastewater each year. Anaerobic digesters at the South Treatment Plant generate methane digester biogas as part of the treatment and purification of wastewater and associated solid material. Since 1988, WTD has removed impurities from the methane biogas, producing purified methane gas, also known as renewable natural gas, that can be injected into the regional natural gas pipeline when it meets pipeline-quality standards. According to the proposed ordinance, biomethane and environmental attributes from the South Treatment Plant have generated more than $63 million in revenue to WTD since 2017, with most of that value coming from environmental attributes rather than the physical gas commodity.

Environmental Attributes. Environmental attributes are environmental benefits associated with renewable natural gas that are distinct from the commodity value of the gas itself and can have financial value in mandatory and voluntary environmental markets. In general, the physical gas price reflects the commodity value of methane as an energy source. Environmental attribute prices reflect separate value associated with the renewable, low-carbon, or compliance characteristics of the fuel.

Examples of environmental attribute markets include the federal Renewable Fuel Standard, state low-carbon or clean fuel standard programs, and voluntary renewable thermal credit markets. 
· Under the federal Renewable Fuel Standard (RFS), Renewable Identification Numbers (RINs), are compliance credits associated with qualifying renewable fuel. They are purchased by gasoline or diesel fuel refiners and importers for compliance with the Renewable Fuel Standard. 
· Low-carbon or clean fuel standard programs, such as California's Low Carbon Fuel Standard (LCFS), generate credits when fuels have lower carbon intensity than a program baseline. 
· Renewable Thermal Certificates (RTCs) are voluntary accounting instruments used to track and trade the environmental attributes of renewable natural gas.

Prior Agreement with Bluesource. In 2022, the Council adopted Ordinance 19448, which approved a contract with Bluesource, LLC,[footnoteRef:1] for the sale of South Treatment Plant biomethane and environmental attributes for three years, with two optional one-year extensions. The proposed ordinance states that the first one-year extension is set to expire on June 30, 2026, and that Bluesource has chosen not to renew the contract for the second additional year because environmental attribute markets have recently been volatile, with market access to the Renewable Fuel Standard becoming increasingly limited. [1:  Bluesource subsequently changed its name to Anew; this staff report uses the name Bluesource as that was the name listed in the contract approved by Council. ] 


Karbone. Karbone Energy LLC[footnoteRef:2]  has been a service provider for energy transition and environmental commodity markets since 2008 and acts as a marketer that buys and sells commodities across energy markets to meet client financial and risk management needs. The proposed ordinance states that Karbone transacts on average over $2 billion per year through energy markets, including over 250 million gallons of renewable fuels and associated environmental attributes through both regulatory compliance and voluntary markets. King County currently sells environmental attributes from the Cedar Hills Landfill to Karbone as approved by Ordinance 20028 in 2025. [2:  The proposed ordinance refers to the counterparty has Karbone Inc., while the agreement refers to Karbone Energy LLC. Executive staff have confirmed that the latter is correct. Amendment 1 would address this.] 


ANALYSIS

Transmittal. PO 2026-0116 would authorize the Executive to execute a base contract and all related documents for the sale and purchase of environmental attributes with Karbone Inc., substantially in the form of Attachment A to the transmittal.

Attachment A includes the Base Contract, Special Provisions, and the Transaction Confirmation form (TC). The Base Contract is a North American Energy Standards Board natural gas form agreement. The Special Provisions modify that form agreement. The TC would be used for individual sales and purchases of environmental attributes.

Procurement and King County Code Requirements. Under KCC 4.56.250, code provisions related to the sale of property are waived for sales of ownership or other interests in emissions credits when such sales are in the best interests of the public and authorized by the Council.

According to the Findings section of the proposed ordinance, a sale to Karbone is in the best interests of the public because the market for the sale of environmental attributes associated with biomethane is highly specialized and is subject to market variability, and under the agreement, Karbone would facilitate the sales of the environmental attributes and the revenue generated would be used to support decarbonization of the natural gas supply system in King County and other areas.

Contract Terms. The Base Contract, Special Provisions, and TC contain terms relating to the sale of environmental attributes to Karbone. Several elements are different from the previous Bluesource contract, but similar or identical to the Cedar Hills-Karbone contract adopted in 2025. In general, the proposed agreement would provide WTD with greater flexibility to sell different types and quantities of environmental attributes through transaction confirmations, rather than committing all production to a single buyer under fixed quantity and pricing terms. According to Executive staff, this reflects changes in the environmental attribute market since the Bluesource contract was adopted in 2022, including increased available supply while demand has remained relatively constant.

Key elements of the proposed agreement include the following:

Contract Period. The contract would be in effect from July 1, 2026, through June 30, 2029, and could be extended for two successive one-year terms by mutual agreement of the parties at least 30 days prior to expiration.

Applicable Programs. The TC includes multiple options for environmental attribute markets, including the federal RFS, the California LCFS, or other programs such as RTCs. This would allow Karbone to broker the sale of environmental attributes under any of these systems.

Contract Price. The price paid for a given quantity of environmental attributes would not be set by this agreement. The TC states that the contract price for environmental attributes shall equal either: 1) the sum of the gas price and environmental attribute contract price if both the gas and attributes are sold packaged together, or 2) the environmental attribute contract price alone if sold separately. Neither option is selected in the attached TC, meaning the County and Karbone could choose either method in any given transaction. The previous Bluesource agreement only allowed the former method. Council staff inquired about why the TC includes both pricing options and how the parties would determine which option applies to a future transaction. Executive staff responded that, in general, it is not expected that Karbone will purchase the physical gas molecules, and so most purchases will involve the environmental attributes alone. Executive staff expects to transmit separate legislation in the coming months to allow the sale of the gas associated with these environmental attributes directly to Puget Sound Energy. Executive staff stated that the gas price option is retained primarily to allow a transaction structure in which Karbone briefly takes title to the gas if needed for documentation of ownership in a given transaction. 

The gas price (if gas was ever sold) would be based on the midpoint price for that day as given in a daily price survey published in Platts Gas Daily. For the environmental attribute price, the TC includes multiple potential pricing methods for RINs, LCFS credits, and other renewable natural gas credits. In general, the pricing methods would either establish a fixed price or base payment on an index price or sale price, with the County receiving a stated percentage of generated or sold attributes. Council staff inquired about how the parties would select from among the pricing methods. Executive staff stated that this would be negotiated on a case-by-case basis, and that leaving these options open would provide WTD more flexibility to ensure all attributes are fully monetized. WTD expects the RIN market to generally provide the greatest financial return.

Contract Quantity. No maximum or minimum daily quantity of biogas or attributes to be purchased by Karbone is identified. This is different than the Bluesource agreement, which required Bluesource to purchase all biogas and environmental attributes up to 1,300 MMBtu per day. Executive staff states that this change is because WTD intended to pursue multiple contracts – not just with Karbone – to ensure it is maximizing its compensation via competition among multiple potential purchasers. Unlike the current arrangement, WTD would have the flexibility to split the sale of attributes across multiple brokers at the most advantageous price to the County. Any future contracts with other entities would come before the Council for approval. 
Other Terms. The TC includes provisions related to registration, generation, marketing, sales, payment, audit rights, breach, termination, limitation of liability, indemnification, and confidentiality. In general, the TC allocates responsibilities between King County and Karbone for documentation and program compliance; gives Karbone control over the evaluation of potential sale of, and over the ultimate sale of, RINs and LCFS credits generated from renewable natural gas sold under the TC; requires monthly statements from Karbone; allows for audits requested by either party; and includes limitations on liability. 

Anticipated Revenue. The fiscal note (Attachment 5 to this staff report) estimates that sale of environmental attributes under this agreement would generate roughly $4.7 million in revenue in the remainder of 2026-2027 biennium, and an additional $8 million per biennium through 2031, if the agreement goes through the two allowable one-year extensions. If not extended, revenue would end after 2029. 

The revenue estimate assumes a production volume of 250,000 MMBtu per year, and for the attributes to be sold at an average of $16 per MMBtu. As noted above, the contract price would not be fixed, and could be calculated in several different ways. For the purposes of the fiscal note, Executive staff assumed sales of RINs under the Renewable Fuel Standard.

Expenditure Requirements. The proposed ordinance would require that revenue from this contract "be allocated to the wastewater treatment division and reinvested in Strategic Climate Action Plan-related actions, including efforts that increase the beneficial use of biogas." This is a policy choice because the proposed ordinance would restrict the use of this revenue to SCAP-related WTD actions unless later amended or repealed by the Council.

SCAP actions related to WTD and biogas include:

· GHG 74. Evaluate consuming County-produced biogas and RNG in County facilities as a bridge fuel;
· GHG 75. Update and accelerate carbon reduction approaches for County solid waste and wastewater;
· GHG 77. Optimize biogas and reduce wastewater fugitive methane at wastewater facilities.

As the language used in the proposed ordinance is "including," revenue would not be limited to the above SCAP actions. Additionally, as revenue would be for SCAP "related" actions, it would not necessarily be limited to the actions listed in the SCAP itself.

Executive staff provided the additional information on anticipated expenditures:

"WTD plans to reinvest revenue into new projects and efforts that will accelerate climate action, including the reductions of GHG emissions. These may include: solar photovoltaic installations at treatment plants and offsite locations, biogas optimization projects, and/or energy efficiency efforts. The 2025 Strategic Climate Action Plan (SCAP) section APX.B.VI[footnoteRef:3] includes detail on reinvesting revenue and further clarifies that revenue is intended as additional funding and should not displace existing funding."  [3:  2025 SCAP, see page 415] 


Technical Corrections. Council staff identified technical issues in the transmittal that could be corrected prior to passage. These are addressed by Amendment 1.

AMENDMENT

Amendment 1 would make technical changes to the proposed ordinance and Attachment A to correct errors in the transmittal. These include correcting the counterparty name, correcting the South Treatment Plant address, and other cross reference and section numbering changes.

Title Amendment T1 would correct the counterparty name.


INVITED

· David Broustis, Energy Manager, Department of Natural Resources and Parks

ATTACHMENTS

1. Proposed Ordinance 2026-0116 (and its attachment)
2. Amendment 1 (and its attachment)
3. Amendment T1
4. Transmittal Letter
5. Fiscal Note
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