Potomac Basin Nutrient Trading Steering Committee 
April 8, 2008

MINUTES
1. Attendance:  Randy Sovic, Mike Warwick, Bill Brannon, Jennifer Pauer, WVDEP; Tom Brand, WVCA; Fred Blackmer JCHBA; Tom Basden, WVU; Pat Bowen,  Isaac Wolford,  NRCS; Rick Herd, Jen Fulton, Alyse Schrecongost WVWRI; Matt Monroe, WVDA; Mindy Selman, World Resources Institute.  By phone: Pat Gleason, EPA; Bryan Moore, TU; Joseph Hankins and Michael Schwartz, FWI.
2. Review of State and Potomac Specific Trading Guidance Issues

· Insignificant Dischargers (<50,000gpd)

· Discuss memo from trading team to WVDEP requesting policy review of the insignificants’ current exclusion from nutrient limits.

· Current trading baseline criteria for credit generation has been put on hold along with the issue of assigning limits in permits, but language is in draft guidance.  

· Benefit to leaving in baseline language for credit generation purposes, even if there are not yet permit limits.  
· Fred Blackmer raises point that some package plants treat below baseline, so PSDs could generate (and are interested in) credit for bringing old package plants on line, or the newer package plants that treat below baseline.

· Check in on May 10 with WVDEP about internal discussions/decision regarding treating nonsignificants the same as larger facilities.
· Providing for Third Parties to Purchase/Sell Credits 
· Stratton- wants to make distinction between brokerage roles and aggregators that can aggregate and ‘hoard’ credits to drive up prices.
· Selman – role of third party as opposed to broker is that contract is w/ 3rd party as opposed to with the farmer which allows for easier management of liability and contract enforcement – politically and organizationally. Suggests language that allows for WVDEP final approval of credit sales that would allow for the Agency to block transactions that are unfair.  Role of 3rd parties will be important in interstate trading.
· Brand – based on air trading, let the mkt set the price or the gov’t will have to set an inflexible price.
· Blackmer suggested putting in a line that would limit any one aggregator from managing more than 30% (or whatever the % should be) to avoid any single control over the market.  
· Schrec – this may preclude good actors from having mkt control in an already small mkt (if there are high fixed costs to becoming an aggregator, there may not be room for more than one aggregator to buy/sell and clear costs). 
· Basden – role for professional service organization that does brokering, risk management, and technical service extension.
· Credit sellers have control over duration of credit sale contracts just like ag product futures markets and buyers can back out of contracts if prices increase.  Flexibility and protection to allow for buying and selling independently of a hypothetical monopsomy (single) buyer with excessive price setting control:  1) farmers have experience with prices and long term contracts; 2) pt source buyers have limited budgets that have to be approved by PSC and rates that are passed onto ratepayers, so there is extensive public check on credit prices going too high.
· WVDEP could possibly establish a percentage per credit/per farm (or some combo) that an aggregator is allowed to take.
· Alyse will fix definitions and suggest some protective language for guidance and discuss with Stratton to refine.
· Agriculture baseline-WRI demonstration of NutrientNet
· Demonstration worksheet, in process of modification from PA NNet worksheets.
· Baseline and Ratios are going are to be critical to making the program reliable/ acceptable and must be documented.  Alyse to revise 2-pager that explains need for and reasoning behind ratios in guidance and post on-line.

· Post new demo/draft worksheet online for now with note that it will be revised based on CBModel and WV updates. 

· Herd explaind three approaches to baseline- 1) 3 years of monitoring before credit generation (OH); 2) specific suite of BMPs that must be installed before generating credits (PA and VA); 3) select an average load per acre that must be achieved before credits can be generated beyond that average (MD).  Based on feedback from other states and ag stakeholder group, WV has proposed to follow MD’s example.  Also because MD is downstream and synchronizing our programs could make the most sense for facilitating interstate trading in the future.

· Mindy demonstrated development of how WV baseline was developed.  Baselines from segments will be trib strategy goals averaged across segments.  Averages may vary by large categories of landuse or crop type. 
· Rick suggests that an alternative is to use 2006 numbers rather than goal, but then credits generated are used to allow pt source load increases, so achieving goal becomes impossible.
· Bowen offers to have NRCS evaluate what ag activities and conservation practices are actually present in each of the segments and how they correspond with the segment goals. 

· Mindy/Basden to run through some real world examples in various segments to determine if averaging or segment-specific numbers make more sense.
· Mindy/Basden to work through NNet examples and trouble shoot for other problems in estimates and assumptions.

· Providing for discounted Trading Ratio for point source early buy-in

· Team will write up some language and share with WVDEP
· Baseline suggestions for septics
· Bay Foundation/Progam/EPA (Trading or On Site Manuals) may have appropriate numbers, but we would need to have separate baselines for various categories of service (10-13 lbs per person per year are numbers used in various places).
· Connect

· Pump

· Upgrade

· Jefferson County rules require that only traditional septic tanks are allowed… this should be changed.  County sanitarian measurements and estimates are not reliable for developing baselines or estimates for trading program. 

· Alyse to make suggestions based on other states’ and guidance documents.

· Baseline for urban-mixed-open land category
· Working through possible scenarios with RMRun and Ranson possible projects to use to help develop rules for UMO specifics.  
· Need to have stakeholder group meeting

· Next steps/Next meeting

· NRCS segment activities evaluation

· Fix 3rd party language

· WVDEP to evaluate current language on <50Kgpd facilities’ capacity to generate credits.

· NNet trial model runs with WV examples

· Septic baseline recommendations based on other states and programs

· Next SC meeting to be scheduled following completion of above action items/revisions to guidance.

