SENATE BILL REPORT
SB 5932

As of January 28, 2026

Title: An act relating to providing certainty for the development of low-to-zero carbon
aternative jet fuel production in Washington state.

Brief Description: Providing certainty for the development of low-to-zero carbon alternative jet
fuel production in Washington state.

Sponsors: Senators Warnick, Dozier and Shewmake.

Brief History:
Committee Activity: Environment, Energy & Technology: 1/28/26.

Brief Summary of Bill

 Directs the Department of Ecology to apply a carbon intensity in the
Clean Fuels Program for electricity supplied to an aternative jet fuel
manufacturing facility in a specified manner.

* Requires the preferential tax rates and associated credits for certain
manufacturing or other activities relating to aternative jet fuel to take
effect by July 1, 2031.

SENATE COMMITTEE ON ENVIRONMENT, ENERGY & TECHNOLOGY
Staff: Matt Shepard-Koningsor (786-7627)

Background: Alternative Jet Fuel and the Clean Fuels Program. The Clean Fuels Program
(CFP), administered by the Department of Ecology (Ecology), requires fuel suppliers to
gradually reduce the carbon intensity of regulated transportation fuels to 45 percent below
2017 levels by 2038. Carbon intensity is the amount of lifecycle greenhouse gas emissions
per unit of energy of fuel, expressed in grams of carbon dioxide equivaent per megajoule
(gC0O2e/MJ). Transportation fuels with a carbon intensity (Cl) above the annual standard

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.

Senate Bill Report -1- SB 5932



generate deficits and those with a carbon intensity below the standard generate credits.

The CFP defines alternative jet fuel (AJF) as a fuel that can be blended and used with
conventional petroleum jet fuels without the need to modify aircraft engines and existing
fuel distribution infrastructure, and that have a lower carbon intensity than the applicable
annual standard. AJF includes jet fuels derived from co-processed feedstocks at a
conventional petroleum refinery.

In 2023, ESSB 5447 directed Ecology to alow, among other things, one or more carbon
intensity pathways for AJF, and therefore, it is now an opt-in fuel eligible to earn creditsin
the CFP. The number of credits generated depends, in part, on the AJF's fuel production
pathway, which accounts for the feedstock and process energy used to produce the AJF.
ESSB 5447 aso directed Ecology to notify the Department of Revenue (DOR) within 30
days of when one or more facilities capable of producing a cumulative production capacity
of at least 20 million gallons of AJF each year are operating in the state—AJF production
threshold.

The CI of electricity used in a utility service areais calculated based on the mix of resources
used to generate the electricity according to the most recent Department of Commerce fuel
mix disclosure report. Ecology assigns electric utilities a utility-specific CI, in addition to a
Cl for the statewide average grid electricity. The 2023 statewide average grid electricity
was 63.42 gCO2e/M J.

Recent CFP rule updates provide that, until December 31, 2037, AJF producers may use a
utility renewable electricity product—also referred to as a rate schedule—or utility-specific
Cl for electrolysis process energy in their fuel pathway applications or annual fuel pathway
reports. After that date, AJF producers must use the statewide grid average Cl or directly
connected renewable electricity.

To claim alow-Cl or zero-Cl for electricity using a rate schedule or utility-specific CI, an
AJF producer must demonstrate to Ecology that:
* the rate schedule was negotiated before December 31, 2025; or
» electricity provided to the AJF producer is generated entirely from renewable
electricity generation facilities located in Washington, Oregon, or Idaho that began
operations on or after January 1, 2019, or from efficiency improvements made on or
after that date; and
* the utility's main utility-specific Cl, after certain reductions, is below the most recent
statewide grid average Cl.

Alternative Jet Fuel Taxes and Credits. Washington's major business tax is the business and
occupation (B&O) tax. The B&O tax isimposed on the gross receipts of business activities
conducted within the state, without any deduction for the costs of doing business. A
taxpayer may have more than one B&O tax rate, depending on the types of activities
conducted. There are many specialized B& O tax rates and preferential rates that apply to
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specific business activities. A taxpayer may be eligible to utilize other tax preferences,
including credits and deductions, to reduce their tax liability.

The public utility tax (PUT) is atax on public service businesses, including businesses that
engage in transportation, communications, and the supply of energy, natural gas, and water.
Thetax isinlieu of the B& O tax. There are different rates depending on the specific utility
activity.

The manufacturing, wholesaling, and retailing of AJF is subject to a preferential B& O tax
rate of 0.275 percent, which takes effect after DOR receives notification from Ecology that
the AJF production threshold has been met. The preferential tax rate expires nine years
after the close of the calendar year in which it takes effect.

A B&O tax and PUT credit is available for manufacturing or certain other uses of AJF. The
credit amount is $1 for each gallon of AJF that has at least 50 percent less carbon dioxide
equivalent emissions than conventional petroleum jet fuel. The credit amount increases by
$0.02 for each additional 1 percent reduction in carbon dioxide equivalent emissions
beyond 50 percent but may not exceed $2 for each galon of AJF. In addition to other
requirements relating to credit eligibility, credits may not be earned until:
* the AJF production threshold has been met; and
» Ecology, in consultation with the Department of Archaeology and Historic
Preservation, verifies that persons applying for a tax credit are not engaged in the
manufacturing of AJF at a location listed as a historic cemetery or tribal burial
grounds.

Summary of Bill: Alternative Jet Fuel and the Clean Fuels Program. Beginning in CFP
year 2026, Ecology must apply a Cl for electricity supplied to an AJF manufacturing
facility asfollows:

» the CI is as provided for the electricity supplied in the rate schedule, tariff, power
purchase agreement, or utility-specific contract according to the fuel mix reported in
the relevant document or the fuel mix disclosure statement;

 the CI is calculated according to Ecology rules relating to determining the ClI of
electricity, either using a utility-specific electricity mix or the statewide grid average
electricity mix; and

» the CI is applicable to all production processes of the AJF manufacturing facility
including, without limitation, the electrolysis of water and carbon dioxide, used to
produce AJF or coproducts such as renewable naphtha.

The CI of electricity must apply regardless of:
» when a renewable electricity product, or specific Cl electricity product, power
purchase agreement, rate schedule, or tariff was negotiated or contracted for;
« the date on which the renewable el ectricity generating facility began operating; and
* the utility-specific Cl for electricity.
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These requirements supersede Ecology rules relating to the review and approval process to
use Cls for fuels other than utility-specific electricity and renewable electricity with a
deemed CI of zero, as those rules are applied to an AJF manufacturing facility. Ecology
must amend these rules to conform with the bill's requirements at the next otherwise
planned update of the CFP.

Alternative Jet Fuel Taxes and Credits. The preferential tax rates and credits applying to
AJF take effect on the earlier of:
* the date on which Ecology verifies that the AJF production threshold has been met; or
e July 1, 2031.

Appropriation: None.
Fiscal Note: Available.
Creates Committee/Commission/Task Forcethat includes L egislative members. No.

Effective Date: Ninety days after adjournment of session in which bill is passed.
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