SENATE BILL REPORT
SB 5932

As of February 27, 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, 2/03/26 [DPS-WM,
DNP, w/oRec].
Ways & Means:. 2/27/26.

Brief Summary of First Substitute Bill

* Requires the preferential business and occupation or public utility tax
rates (preferential rates) and associated credits for certain manufacturing
or other activities relating to alternative jet fuel (AJF) to take effect by
July 1, 2031.

* Allows a person to report under the preferential rates for ten years from
the date on which the AJF facility became operationally complete, which
may not be later than December 31, 2041.

» Allows a person to claim the AJF tax credits for ten years from the date
on which the person first claimed credits.

» Expiresthe tax preferences on July 1, 2051.

SENATE COMMITTEE ON ENVIRONMENT, ENERGY & TECHNOLOGY

Majority Report: That Substitute Senate Bill No. 5932 be substituted therefor, and the

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.
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substitute bill do pass and be referred to Committee on Ways & Means.
Signed by Senators Shewmake, Chair; Hunt, Vice Chair; Slatter, Vice Chair; Boehnke,
Ranking Member; Harris, Liias, MacEwen, Short and Wellman.

Minority Report: Do not pass.
Signed by Senator Lovelett.

Minority Report: That it be referred without recommendation.
Signed by Senator Dhingra.

Staff: Matt Shepard-Koningsor (786-7627)

SENATE COMMITTEE ON WAYS & MEANS
Staff: Alia Kennedy (786-7405)

Background: Alternative Jet Fuel Generaly and State Production Threshold. State law
defines aternative 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 has a lower carbon intensity than the applicable Clean Fuels
Program annual standard. AJF includes jet fuels derived from co-processed feedstocks at a
conventional petroleum refinery.

In 2023, ESSB 5447, among other things, directed the Department of Ecology (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—A JF production threshold.

Alternative Jet Fuel Taxes and Credits. Washington's mgjor 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
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 a tax 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
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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 galon 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
e 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 (First Substitute): 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
+ July 1, 2031.

A person may report under the preferential tax rate rates as follows:
« for facilities operationally complete at the time the contingencies above occur:
1. beginning on the first day of the calendar quarter following the month in which
Ecology verifiesthat the AJF production threshold has been met; or
e beginning July 1, 2031, through December 31, 2041, for facilities becoming
operationally complete after the contingencies above occur:
1. from the month the facility becomes operationally complete through the end of
the calendar year and for the subsequent 10 calendar years.

Operationaly complete means the qualifying facility is capable of being used for its
intended purpose. The tax preferences expire on July 1, 2051.

EFFECT OF CHANGES MADE BY ENVIRONMENT, ENERGY &
TECHNOLOGY COMMITTEE (First Substitute):

* Removes the section and associated intent language regarding modifying Ecology's
carbon intensity of electricity calculation for AJF in the Clean Fuels Program.

* Allows a person to report under the preferential business and occupation or public
utility tax rate for ten years from the date on which the facility became operationally
complete, which may not be later than December 31, 2041.

» Allows a person to claim the tax credits for ten years from the date on which the
person first claimed credits.

» Expiresthetax preferences on July 1, 2051.

Appropriation: None.
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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.

Staff Summary of Public Testimony on Original Bill (Environment, Energy &
Technology): The committee recommended a different version of the bill than what was
heard. PRO: This bill provides clarity around existing AJF production incentives, because
we do not know when the production threshold will be met. A company in my district is
building a plant to produce AJF, and they need financial certainty for investments. They are
also on track to use AJF for their first flight. The bill resolves several issues that, if |eft
unresolved, could unintentionally create uncertainty and discourage AJF production in the
State.

CON: We support cutting aviation pollution but not at the expense of the CFP and on-road
pollution reduction. This bill makes changes to the CFP that would be unfair and lead to
more pollution overall to benefit a particular company. AJF is an opt-in fuel in the CFP that
carries no compliance obligation and, while we want to incentivize AJF production, this
would negatively affect pollution reduction from regulated fuels with a compliance
obligation.

OTHER: Ecology supports the decarbonization of the aviation sector and encouraging AJF
production, but the bill limits our ability to make technical decisions about the ClI of
electricity used to produce transportation fuels in the state. Ecology is committed to
working with stakeholders to address continued concerns. We request the definition of
blender be added to this bill, or change the geographic designation to allow Pierce County
to participate. The existing 10-year tax incentive was carefully structured to maximize
value and results for the state. If the incentive is triggered before a full-sized facility comes
online, the remaining period available for production is limited. We request the automatic
trigger date be removed.

Persons Testifying (Environment, Energy & Technology): PRO: Senator Judy Warnick,
Prime Sponsor; Dave Warren, Twelve Benefit Corp; Don Myers , Deputy Mayor, City of
Moses Lake.

CON: Leah Missik, Climate Solutions.

OTHER: Joel Creswell, Washington Department of Ecology; Dallas Scholes, Par Pacific
Holdings; Marty Loesch, SkyNRG.

Persons Signed In To Testify But Not Testifying (Environment, Energy &
Technology): No one.

Staff Summary of Public Testimony on First Substitute (Ways & Means): PRO:
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Alternative jet fuel producers are quickly building to commercia scale. Because the
alternative jet fuel tax incentives are based on production, the tax incentives do not kick in
until facilities reach a certain jet fuel production capacity and that date is uncertain. The bill
would set a specific start date for the tax incentives. The fiscal note is nearly zero. This
legislation helps provide certainty for the tax incentives and supports a framework that
allows projects to succeed and expand in Washington.

OTHER: The tax incentives are good for alternative jet fuel production but should be
expanded to include more counties.

Persons Testifying (Ways & Means): PRO: Dave Warren, Twelve Benefit Corp; Don
Myers, Deputy Mayor, City of Moses Lake.

OTHER: Brad Boswell, Par Pacific.

Persons Signed In To Testify But Not Testifying (Ways & Means): No one.
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