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Background 
For several years now, Democrats have pushed an agenda that prioritizes reducing greenhouse gas (GHG) 

emissions from the transportation sector—the largest source of Washington’s emissions. This category includes 
emissions from on-road gasoline and diesel vehicles, marine vessels, jet fuel and aviation gasoline, railroads, and natural 
gas used in transportation. Emissions from on-road gasoline — personal cars and trucks — make up over half of total 
emissions in this category. 

.  
 
 
 
 

A “clean fuels program” is supposed to deliver a reduction of 2.7 million metric tons per year by 2030, about three 
percent of Washington’s emissions today. 

BILL BRIEF 
HB 1091 – Low Carbon Fuel Standard 

   SESSION 2021 

Key provisions 
• Authorizes the Department of Ecology to create a clean fuels program by rule to reduce the carbon intensity of 

transportation fuels per unit (excluding aircraft, vessels, railroad locomotives, and military vehicles) - 10 percent 
below 2017 levels by 2031 and 20 percent by 2038. Prior to 2032, Ecology must update the rule to further reduce 
GHG emissions through 2050, consistent with statutory state emission reduction limits. 
 

• Eliminates the consumer protection provision in the 2015 Connecting Washington Transportation plan that said if 
a low carbon fuel standard is adopted by rule, money would shift from other transportation accounts into the 
motor vehicle account (protected by the 18th Amendment to be used for highway purposes only). 

https://app.leg.wa.gov/billsummary?BillNumber=1091&Initiative=false&Year=2021
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Republicans have consistently and unanimously opposed the establishment of a clean fuel program. Consultant 

reports have shown it is a costly, ineffective and regressive mechanism to reduce greenhouse gas emissions. See, e.g., 
Republican opposition to House Bill 1110 (2019/2020). 
 

Overview 
 Under the bill, the Department of Ecology is directed to adopt a rule by January 1, 2023 that establishes a Clean 
Fuels Program. The program would function by assigning compliance obligations, also known as deficits, to persons 
associated with the production or import of fuels (oil refiners/distributors) that exceed an average carbon intensity of 
fuel based on a baseline year. The program provides for the generation of “credits” that denote the production or 
import of fuel with a carbon intensity of less than the baseline carbon intensity (biofuel, for example), but other activity 
like the installation of electric vehicle charging infrastructure by utilities may generate credits as specified in the bill. 
Those with deficits must buy credits in order to comply. Failure to comply would result in penalties under the clean air 
act. Those in the credit market and those who have compliance obligations would pay fees to cover the administration 
of the program at Ecology. As depicted in the table, there is an implicit tax on diesel and gas, which have carbon content 
over the standard set by the regulator. There is an implicit subsidy for the fuels that have a carbon content under the 
standard. There is a large transfer of money from “losers” set by the regulation to “winners” set by the regulation. 
 

https://app.leg.wa.gov/billsummary?BillNumber=1091&Initiative=false&Year=2021
https://app.leg.wa.gov/billsummary?BillNumber=1110&Initiative=false&Year=2019
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 Credit prices in California, whose program began in 2010, have been volatile.  This signals great uncertainty for 
businesses as the cost of compliance each year is difficult to forecast. 
 
 

 
 
How do you comply with this law?  
The main ways a regulated entity can comply with the low carbon fuel standard are to: 
(1) blend low carbon liquid fuels like ethanol, biodiesel or renewable diesel into traditional fossil-based fuels;  
(2) purchase credits from businesses that supply low carbon liquid fuels, waste facilities that produce biomethane, or 
utilities that provide electricity to electric vehicle owners. Businesses may also generate credits from reducing the 
carbon intensity of refinery operations through carbon capture, and building electric vehicle and hydrogen fuel 
infrastructure. 
(3) use credits that have been “banked” in previous compliance years. 
 
How does this work—what’s the credit trading system?  
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In California, the entities that supply fuels with a carbon intensity above the standard set by the regulator accrue 
deficits. The entities that supply fuels with a carbon intensity below the standard generate credits. The number of 
credits or deficits depends on how much the carbon intensity differs from the standard. Each credit reflects one metric 
ton of carbon dioxide equivalent. Regulated parties comply with the law by purchasing credits to cover their deficits.  
 
When will we know the price increase per gallon?  
 
By July 1, 2022, an independent consultant report is due to the legislature showing a forecast of costs for each year of 
the clean fuel program through 2038. After that, a report is due by May 1, 2025, and each year thereafter with an 
estimated range of probable fuel cost impacts. 
 

Who Opposes/Reasons to Oppose 
WA Asphalt Pavement Assn., Farm Bureau, NFIB, Assn. Builders & Contractors, BIAW, WA Trucking Assn., Western States 
Petroleum Assn., NW Grocery Assn., Food Northwest, AWB, Oil Marketers, AGC, NW Pulp & Paper, Wheat Growers, 
Potato & Onion Assn., Ag-Coop, WA State Building & Construction Trades Council, WA State Tree Fruit Assn., WA Friends 
of Farms & Forests, WA Aggregates & Concrete Assn., WA Contract Loggers Assn. 
• It drives up the cost of transportation of all goods. 
• It is created by bureaucrats not elected officials after the public has rejected many carbon-pricing concepts. 
• There are more effective and cheaper mechanisms to reduce carbon emissions and improve the environment - like 

forest health treatments to reduce wildfires. 

Who Supports/Reasons to Support                       
Sierra Club, Climate Solutions, Climate Solutions, The natural Conservancy, WA State Medical Association, WA Refuse and Recycling 
Association, British Petroleum, League of Women Voters, Puget Sound Energy, NW Seaport Alliance, NW Energy Coalition, 
Transportation Choices Coalition, Renewable Hydrogen Alliance, Republic Services, American Biogas Council, Alliance for Automotive 
Innovation, IBEW 
• Environmental lobby that believe our climate is in crisis, and that Washington is experiencing grave impacts. 
• Some ports and public transportation providers because they will get credits to buy electric buses and cars and 

other technology although they don't pay into the program. 
• Biofuel and auto producers because the rules will likely force entities to buy products they might not otherwise 

purchase.  

Fiscal Information 
• California reported that their LCFS adds $0.19 cents to a gallon of fuel in 2020, rising to $0.46 in 2030. Source: 

California Legislative Analyst Office Report, Assessing Climate Policies in Transportation, December 2018, p.30. 
• Ecology expects expenses of $1.8 million in 2023-25 with on-going costs in the out years. 
• Fiscal notes have varied between 2019 and 2021 on whether this program creates taxable events for purposes of 

the state’s business and occupation tax. Assuming the revenue from selling carbon credits under the rule are 
taxable, the fiscal impact is still likely to be indeterminate until Ecology writes the rule and it becomes clear how 
many credits will be needed to achieve compliance in the first years of the program. 

• Department of Revenue’s first fiscal note for HB 1091(2021) says the fiscal impact is indeterminate and the cost to 
administer is unknown. The 1/14/21 note says DOR “will not administer the revenue collection for the carbon 
credit market or any licensing fees associated with the Clean Fuels Program.” In a contradiction, the same fiscal 
note says “selling carbon credits to other entities is a taxable event under the business and occupation (B&O) tax 
and would be taxed as the services and other activities tax rate.” 

o Compare this to the March 2020 fiscal note from Department of Revenue that said: “It is unclear if the sale 
of credits on newly established markets under the Clean Fuels Program would result in a B&O taxable event 
that would be taxed at the service and other activities rate. There is no information available on the 

https://app.leg.wa.gov/billsummary?BillNumber=1091&Initiative=false&Year=2021
https://lao.ca.gov/reports/2018/3912/climate-policies-transportation-122118.pdf
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amount of buying, selling, or trading of credits that may occur; therefore the revenue impact to shte state 
general fund from any B&O taxes collected form this activity is indeterminate.” 

 
Additional information  
• The Puget Sound Clean Air Agency commissioned an independent consultant report in September of 2019 that 

estimated a regional Clean Fuels Program for Washington’s four most populous counties would raise the cost of a 
gallon of gasoline by up to $.57 by 2030, and a gallon of diesel by up to $.63. See p. 57 of Final Report. 

• California’s nonpartisan Legislative Analysis Office concluded that the low carbon fuels program is the most 
inefficient method of reducing GHG emissions. This nonpartisan office recommended lawmakers “amend or 
eliminate” the program. See, Assessing California’s Climate Policies—Transportation, December 2018, pp. 33-34. 

• The Governor's Climate Legislative and Executive Workgroup (CLEW) looked at a low carbon fuel standard and 
reported that it was not an efficient mechanism for reducing greenhouse gas emissions.   The identified cost 
effectiveness was $103-131 dollars per mtCO2e.  

• In 2015, the Washington Gas Tax Increase Advisory Vote that followed the adoption of the 11.9 cent motor vehicle 
fuel tax increase was to repeal it by a 64.37 percent vote. 

• According to AAA, Washington, Oregon, and California are already in the grouping of states with the highest gas 
prices in the United States. The lowest tier states are more than a dollar cheaper. 
 

Frequently asked questions 
• Who does the bill exempt from the Clean Fuel Program’s greenhouse gas emission intensity reduction 

requirements? Exported fuel, military tactical vehicles and tactical support equipment, fuel used by vessels, 
railroad locomotives and aircraft, and any other fuel Ecology opts to exempt. Until January 1, 2028, special dyed 
fuel used off-highway vehicles in construction, timber industry, and ag is exempt from the Ecology rule. 

• What does it mean to measure emissions of a transportation fuel on a “lifecycle basis”? The LCFS measures the 
carbon intensity of fuel - GHG emissions - on a lifecycle basis. This includes both direct emissions from combusting 
the fuels (tailpipe emissions), as well as the emission form producing and transporting the fuels (upstream). It also 
includes indirect emissions associated with changes in land use from producing crop-based biofuels, such as 
ethanol from sugarcane or corn. 

• What are the economics of this? Per the California Legislative Analyst’s Office: From an economic perspective, the 
LCFS has two primary effects: (1) an implicit tax on fuels with CI above the standard and (2) an implicit subsidy for 
fuels with CI below the standard (or any other project that generates credits under the program). These incentives 
can be observed through the market for credits. High carbon fuel suppliers have to pay for credits to cover the 
deficits created by each unit of fuel they sell (similar to paying tax). Low carbon fuel suppliers receive money by 
selling the credits generated from their fuel (similar to getting a subsidy). The amount of the tax and subsidy 
depends on: (1) the difference between the fuel CI and the standard during that year and (2) the market price for 
credits…a wide variety of regulatory, legal, and economic factors affect the market prices for credits. (p.29-30). 

• How is this different from cap-and-trade? Cap-and-trade programs generally regulate more sources of emissions, 
not just transportation fuel, but electricity generation, building emissions and industrial processes. In a cap-and-
trade system, the state auctions and allocates allowances. As a result, the state sees substantial revenue under a 
cap-and-trade. Cap-and-trade is an implicit tax on a wide variety of greenhouse gas emitting activity that is meant 
to discourage that activity. The LCFS is an implicit tax only on high carbon fuel suppliers, with an implicit subsidy for 
low carbon fuel suppliers or other activity allowed by Ecology’s rules to generate credits—thus, Ecology is allowed 
to create a preferred group of winners who see substantial subsidies under an LCFS rule. 

• What is the “trajectory” or “ramp” for carbon intensity reduction in our fuels? See Senate Staff chart below. 

https://app.leg.wa.gov/billsummary?BillNumber=1091&Initiative=false&Year=2021
https://pscleanair.gov/528/Clean-Fuel-Standard
https://pscleanair.gov/DocumentCenter/View/3809/Clean-Fuel-Standard-Technical-Analysis---Final-Report?bidId=
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Key Messages  
• During our House Floor Debate we argued this could increase the cost of gas by 57 cents per gallon, and diesel 

by 63 cents. Those numbers were based on best analysis available at that time from a consultant hired by the 
Puget Sound Regional Clean Air Agency.  After passing the House floor, Senate Committee Services non-partisan 
staff estimated a high-rang impact of $.28 per gallon by 2030. A conference committee striker slows the 
trajectory of compliance costs even further, so price impacts may be less in the short to intermediate term. 

• It would be regressive and hurt low-income families. 
• This would reduce the Gross Regional Product—This would make our economy smaller, even as we add 

population. 
• The Puget Sound Regional Transportation Fuels Analysis final report (page 95) says this would put our state at 

risk for hundreds of job losses over the next decade.  
• This law empowers a bureaucracy to write a rule that creates winners who receive subsidies, and losers—

producers of conventional gas and diesel—who are saddled with an implicit tax that gets passed to consumers. 
• This would increase the cost of construction and add to the cost of housing. Meanwhile, our state has an 

affordable housing problem.  
• This would not generate any new revenue for transportation infrastructure in our state.  
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