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Summary
The WV Water Research Institute (WVWRI) project budget was recently approved by the NRCS project Administration Officer by email dated January 25, 2007. Subsequently, the University released funds to (WVWRI) February 14, 2007. Despite this delay, project personnel have been working with various stakeholders to build capacity for developing a water quality trading program in the Potomac drainage. In addition, we have been evaluating the structure and components of other trading programs to determine what might work best in the Potomac. Discussions with various stakeholders have revealed the need and support for a water quality trading program in WV that will help the state meet its tributary strategy nutrient and sediment reduction goals.  
Activities to date
Second National EPA – USDA Water Quality Trading Conference.   Richard Herd and Alyse Schrecongost attended this conference for training and networking purposes on May 22-24, 2006. The conference was cosponsored by the U.S. Environmental Protection Agency and the U.S. Department of Agriculture and was designed to bring together experts in water quality trading to facilitate a dialogue on stimulating future markets in point source to non-point source water pollutant trading programs.
Formation of Core Stakeholder Team (Task 2a). The primary responsibilities of this team include providing overall project direction, interfacing with the steering committee, spearheading stakeholder outreach and meeting facilitation and dealing with day to day project management. Members include Patrick Bowen, NRCS Assistant State Conservationist, Tom Brand, West Virginia Conservation Agency (WVCA) and WVU Extension, Alyse Schrecongost and Richard Herd and a yet to be identified point source sector representative. 
WVDEP Meeting (Task 1a).  The core team met with WVDEP Office of Water Resource (OWR) leadership on July 19, 2007 to explain project objectives and request a commitment of support for water quality trading efforts in general and specifically for The Potomac program. Meeting participants included the following WVDEP staff: Division Director Lisa McClung, Assistant Directors Bill Brannon and Teresa Koon, Watershed Coordinator Jennifer Pauer, and Manager of NPDES permitting Cliff Whyte.  
DEP agreed to support and participate in program development and implementation: Jennifer Pauer and Bill Brannon will represent the WVDEP on the project steering committee. 
Environmental Trading Network's Workshop on Water Quality Trading (Task 1a).  Herd and Schrecongost were invited to participate in this workshop held in Cincinnati, OH August 22-24, 2006.  The workshop convened watershed stakeholders from agriculture, industry, municipalities, consultants, state and regional agencies in EPA Region 5 and the Ohio River Basin. The focus of the two day workshop was on the technical elements of trading program applications. The goal of the workshop was to help attendees transition from water quality trading concepts to real local and regional trading program development in their respective locales. 
Key speakers from this workshop were invited to present in the Water Quality Trading Session of the State Water Conference held in October, 2006.
West Virginia Water Research Institute Water Conference presentations and meetings (Task 2b).  Richard Herd facilitated a Water Quality Trading Session at the WV State Water Conference October 11-13, 2006 by Mark Keiser (Keiser Associates), Ann Smith (Pennsylvania Department of Environmental Protection), and Dusty Hall (Greater Miami Water Quality Trading Program, OH).  
The Core Team held a luncheon meeting with key water quality trading stakeholders to discuss ideas for facilitating development of the Potomac trading program. Participants included: Tatiana Borisova (WVU, Mid-Atlantic Regional Water Program), Joseph Hankins (Freshwater Institute, WV Point Source Innovation Working Group), Mark Keiser (Keiser Associates), Ann Smith (Pennsylvania Department of Environmental Protection), Carla Hardy (WV Conservation Agency), and Dusty Hall (Greater Miami Water Quality Trading Program, OH)..
Outreach to state agriculture leadership (Task 2b).  The Core Team met with state agricultural sector leadership including: Bob Williams (Farm Bureau Executive Secretary), Steve Hannah (Assistant Commissioner, WV Department of Agriculture), Kevin Hinkle (Farm Service Administration), and John Wagoner (Potomac Valley Conservation District).  The purpose of the meeting was to convey the project goals, objectives, and potential producer benefits and respond to questions regarding program development and structure. A commitment was made by the WV Agriculture sector leadership to conceptually support and assist with capacity building within the agricultural community for developing and implementing the Potomac trading program. Presentation attached.
Develop Potomac Trading Website (Task 2b). A website is under development for communicating project goals and objectives, providing trading resources and keeping stakeholders informed of project developments. The site will be posted by March 7, 2007 and at the following address: http://wvwri.nrcce.wvu.edu/programs/pwqb/.
Comparison of VA and PA state trading programs (Task 1a). A comparison of the key elements of two neighboring Chesapeake Bay state programs has been developed and will be used to inform the stakeholder process and possibly an interstate trading program (attached).
.
Steering Committee meeting (Task 2b).  The initial project kickoff meeting was scheduled for February 14, 2007 with key state and watershed stakeholders and possible working partners (Postponed due to inclement weather, rescheduled for March 6, 2007.). Participants in this meeting will be asked to serve as steering committee members or provide recommendations of others who could serve in this capacity.  Steering committee will serve the project core team in an advisory capacity and assist with outreach to both the agricultural and point source sectors. The committee will also advise the core team of the most workable combination of elements to be incorporated into the trading framework. Participants include: Bill Brannon, Jennifer Pauer, Randolph Sovic (WVDEP), Joseph Hankins (Freshwater Institute, WV Point Source Innovation Working Group), Patricia Gleason (EPA), Patrick Bowen (NRCS), Carla Hardy (WVCA), Bryan Moore (Trout Unlimited), Tom Brand (WVDA/WVU), Tatiana Borisova (WVU/Mid-Atlantic Water Quality Program) and project Mindy Selman, World Resources Institute, project subcontractor for Nutrient Net development and application.
EPA Outreach and multi-state trading effort (Task 1a).  Various efforts have been made to incorporate federal and regional agency support capacity into the WV trading program design and implementation.  Conversations with regional and national players like John Kennedy and Kyle Winter (Virginia DEQ), Patricia Gleason and Bob Rose (EPA), the Mid-Atlantic Water Quality Program, and World Resources Institute will help us to design the WV program in anticipation of an interstate trading program on the horizon.  Patricia Gleason will attend our rescheduled Kickoff meeting in March.
Outputs to date

Water Quality Trading Reverse Auction. Pre-proposal for National Fish and Wildlife Foundation Targeted Watershed Grant Request for Proposals. Funding was requested to kick-start the Potomac program by immediately implementing BMPs and reverse auctioning resulting credits to point sources. Unfortunately this proposal was not selected for submittal of a full proposal. 
Nutrient Reductions for Local Benefits: Nutrient Offset Demonstration Project. Full proposal submitted in partnership with the Conservation Fund’s Freshwater Institute to National Fisheries and Wildlife Foundation Targeted Watershed Grant Request for Proposals (under review).  The goal of this complementary project is to build local capacity for and demonstrate the efficacy of trading in Jefferson County, WV by implementing various nutrient offset projects.
Potomac Trading Website:  http://wvwri.nrcce.wvu.edu/programs/pwqb/
Subcontract executed with World Resources Institute for modification and application of NutrientNet to Potomac Watershed.

Next Six Months (February – July 2007)
Over the next six months we intend move forward rapidly to make up for some of the time lost over the past six months. 
· Task 2b. Steering committee meeting, March 6, 2007.  
· Task 2b. Finalize WV Water Quality Trading information website.

· Task 1a. Mid-Atlantic Water Quality Program Workshop, Frederick, MD on March 22, 2007.

· Task 1b. Meeting with tributary strategy implementation team
· Task 1b. NRCS evaluation and revision of BMP efficiencies.
· Task 1d. Analysis of credit supply and demand.

· Tasks 1c and d. Initiate required modifications for NutrientNet application.

Attachments

1. Attachment A. Agenda for March 6, 2007 Steering Committee meeting.
2. Attachment B. Comparison of PA and VA trading program elements.

3. Attachment C. WV Agricultural leadership Meeting Power Point presentation.

Attachment A

Agenda
Potomac WQ Bank and Trade Project

10:30 AM Tuesday, March 6, 2007

Room 109 NRCCE Building WVU Evansdale Campus

1. Welcome and Introductions-Herd

2. Project overview- Herd

3. Organizational structure/responsibilities-Herd

4. Project status- Alyse Schrecongost 

5. NutrientNet demo-Mindy Selman

6. Project related Initiatives

*NRCS involvement- Pat Bowen

*Point Source Innovation Work Group- Joe Hankins

*TU Potomac Headwaters Initiative- Bryan Moore

*Interstate Trading- Pat Gleason

     7. Discussion

     8. Next meeting

Attachment B
DRAFT - Basic Summary & Comparison of PA and VA
 Water Quality Trading Programs
	 
	PA Trading of Nutrient & Sediment Credits
	VA Chesapeake Bay Nutrient Credit Exchange

	Policy/Regulation
	Policy/guidance
	Regulation/guidance

	Pollutants
	Nutrients & sediment
	Nutrients 

	Watershed Scope
	Susequahanna, Potomac
	James, Shenandoah-Potomac, Rappahannock, York, Eastern Shore

	Pollutant traders
	NPDES Permitees (significant and non-significant dischargers) and Non-Point Sources (agriculture)
	NPDES Permitees (significant dischargers, and non-significant dischargers over 40,000mgd), Non-Point Sources (agriculture)

	Aggregator/bank
	Individual brokers/aggregators in a credit exchange market
	Nutrient Credit Exchange Assoc (assoc of regulated point-sources); Individual NPS brokers/aggregators, Water Quality Improvement Fund (VA DEQ aggregator of NPS credits)

	Credit certification
	State
	State

	Registry
	State
	State

	Trading Ratio
	1:1 Load Reduction Adjusted by: Delivery ratio, Edge of Segment Ratio, 10% Credit Reserve Ratio
	1:1 PS Load Reduction, 2:1 NPS Load Reduction. Load Reduction adjusted by: Delivery Ratio, Edge of Segment Ratio. 

	PS Permit Type
	Individual Permit
	General permit 

	Pt Source Baseline
	Legal Technology or Water Quality-Based Effluent Limit (stricter of 2)
	Legal Technology-Based Cap + Existing source, WLA; New sources 100% offsets

	Pt Source Baseline
	Significant dischargers: Cap load based on 6 mg/l TN and 0.8 mg/l TP at design flow. (A few PS’s previously agreed to a cap at 8mg/l TN and 1mg/l TP at projected 2010 flows and are allowed to keep this cap.); Non-significant dischargers: no-net increase based on current discharge. Land Development (Act 537): no net-discharge
	No new allocation for new or expanding dischargers over 40,000mgd. Existing plants received a WLA based on design flow and a nutrient concentration that varies by watershed.

	NPS Baseline 
	Compliance with Act 38 Nutrient Management Regulations, Chapter 102 Erosion and Sedimentation Regulations, Chapter 91.36 (Ag operations), and Chapter 92 (CAFOs only), as applicable.
	Farmers must implement suite of trib strategy practices:



	PS Threshold 
	Meet WLA & technology-based limits (same as baseline)
	Meet WLA & technology-based per liter limits (existing PSs under design flow capacity and above tech limits can trade excess capacity until 2010)

	NPS Threshold

 
	100 ft manure setback from surface water, or
	None 

	
	No surface waters within 100 ft of farm, or
	

	
	Farm uses only commercial fertilizer, or
	

	
	35 ft buffer, or
	

	
	20% reduction
	

	Credit reserve
	Yes (10% of credits generated are diverted to this fund. Credit price is set by the market).
	Water Quality Improvement Fund (VADEQ pgrm—a revolving fund where VADEQ purchases credits, WWTPs who are unable to find credits elsewhere may purchase credits from the fund, the price is set at the cost that WWTP faces to upgrade)

	Credit Purchase Eligibility
	PS Threshold
	Point Source credit exchange within state-established watershed boundary/or pay into state fund for BMP implementation; Credits to compensate for delayed technology upgrades will be phased out. 

	Credit Sale Eligibility
	All sales must be within same watershed; NPS: Bay Program-Approved BMPs (other BMPs not in Bay Model approved on case-by-case basis. (e.g. manure export)
	Only PS credit sales w/in defined basin.  NPS cannot sell credits generated with federal dollars. NPS credits can only be purchased if no credits within ‘bubble’ are available. 

	Loading factor
	Site-Specific calculations using Bay Model BMP efficiencies
	Average BMP reduction rates in Bay model

	Delivery ratio
	Bay Model
	Bay model

	Credit
	Pounds/year
	Pounds/year

	Credit duration
	1 year/renewable annually for life of BMP
	1 year/renewable annually for life of BMP

	Credit for state/fed-funded BMP cost share
	Yes – unless specified otherwise in BMP funding contract
	No 

	BMP Monitoring/Verification
	Verification based on specific landowner's approved plan & random inspections by PADEP &/or approved third parties;

Vague on DEP’s water quality monitoring efforts
	Verification based on specific landowner's approved plan & random inspections by VADEP, VADEP contractor, &/or approved third parties;

Vague on DEP’s water quality monitoring efforts

	Enforcement of NPDES permits
	PADEP
	VADEQ

	General Permit Compliance Period
	October 1st –September 30th ; 3 month true-up period (Dec 31st) 
	January 1st-Decemer 30th ; 5 month true-up period (June 1st)

	Liability for implementation of credit
	PS has responsibility for enforcing terms of credit purchase agreements to ensure compliance with NPDES permit; PA will ensure against failure due to “acts of God” (through credit reserve); Aggregator liability schemes may mitigate PS responsibility. 
	PS has responsibility for enforcing terms of credit purchase agreements to ensure compliance with NPDES permit; Individual aggregator liability schemes may mitigate PS responsibility.

	Public participation
	Yes
	Yes


Related Web Links

1. NutrientNet:   http://www.nutrientnet.org 
2. Environmental Trading Network:   http://www.envtn.org 
3. PA Trading Website:    http://www.dep.state.pa.us/river/river_trading.htm 
4. PA Trading Marketplace Website: www.pa.nutrientnet.org
5. VA Nutrient Credit Exchange Website: http://www.theexchangeassociation.org/ 

6. VA DEP Website: http://www.deq.state.va.us/vpdes/  and   Regulation - Final 
7. Ohio Trading Website: http: www.epa.state.oh.us/dsw/WQ_trading/index.html  
BASIC WQ TRADING TERMS DEFINED

(As defined by PA Policy Guidance) 

Aggregator/Broker- An individual or entity that can collect and compile credits from

individual sources. These credits can then either be sold on the credit marketplace, or sold directly to a point source, developer or third-party.

Baseline- The compliance activities and performance standards which must be

implemented to meet current environmental laws and regulations for a particular

location or facility. This includes allocations established in a TMDL approved by the

Department that are specific to a particular source at a defined location.

Best Management Practice (BMP) – Schedule of activities, prohibitions of practices,

maintenance procedures, and other management practices to prevent or reduce the

pollution of surface waters. BMPs also include treatment requirements, operating

procedures, and practices to control plant site runoff, spillage or leaks, sludge or waste

disposal, or drainage from raw material storage. For earth disturbance activities, BMPs

are activities, facilities, measures, or procedures used to minimize accelerated erosion and sedimentation to protect, maintain, reclaim and restore the quality of waters and the

existing and designated uses of waters within this Commonwealth.

Credit – The unit of compliance that corresponds with a pound of reduction of nutrient

or sediment as recognized by the Department which, when registered by the Department,

may be used in a trade.

Credit Reserve – Credits set aside by the Department to address nutrient and sediment

reduction failures, uncertainty, and to provide liquidity in the market.

Delivery Ratio- The factor that compensates for the natural attenuation or loss of

nutrients and sediments as they travel in water. Also known as a delivery factor.

DMR or Discharge Monitoring Report - The EPA uniform national form, including

any subsequent additions, revisions, or modifications, for the reporting of self-monitoring

results by NPDES permittees.

Non-point Source – A source of potential water pollution that is not a point source.

Non-point source pollution, sometimes referred to as polluted runoff, is generally caused by stormwater runoff across the land. Examples of non-point sources include: agriculture, abandoned mining activities, urban runoff, abandoned oil and gas wells, atmospheric deposition, construction activities, on-lot sewage systems, leachate (landfills) and silviculture (forestry). For purposes of generating credits under this Policy only, concentrated animal feeding operations and municipal separate storm sewer systems, which are regulated under 25 Pa. Code Chapter 92, will usually be considered non-point sources.

NPDES – National Pollutant Discharge Elimination System, the permit program

required under the federal Water Pollution Control Act (“Clean Water Act”)

Nutrient – nitrogen or phosphorus.

Nutrient Reduction- The difference in nutrient or sediment discharges to surface waters achieved by activities such as best management practices or technical upgrades, compared to the applicable baseline and threshold.

Nutrient Trading – Transactions that involve the exchange of quantifiable nutrient

reduction credits, approved by the Department.

Point Source – For the purposes of this Policy, any discernible, confined and discrete

conveyance, including, but not limited to, any pipe, ditch, channel, tunnel, conduit, well,

discrete fissure, container, rolling stock, landfill leachate collection system, or vessel or

other floating craft, from which pollutants are or may be discharged. Examples of point

sources are wastewater treatment plants.

Registry- A system that tracks and records credits generated and traded between point

sources, non-point sources and third parties.

Reserve Ratio- The proportion of the credits generated by a nutrient reduction set aside in the credit reserve.

Sediment Trading- Transactions that involve the exchange of quantifiable sediment

reduction credits, approved by the Department.

Technology-based effluent limits- The minimum level of treatment required for

point sources based on currently available treatment technologies or as otherwise

required by the federal Clean Water Act or the Pennsylvania Clean Streams Law.

TMDL – Total maximum daily load which is the sum of individual waste load

allocations for point sources, load allocations for non-point sources and natural

quality and a margin of safety expressed in terms of mass per time, toxicity or other

appropriate measures.

Third Party- Any entity that does not discharge nutrients or sediments and that

participates in the trading program. This entity could include, but is not limited to,

environmental groups, developers, watershed associations, aggregators/brokers, and

nonprofit organizations.

Trading Ratios- Discount factors applied to nutrient and sediment reductions, to

account for uncertainty, water quality, delivery or special need concerns.

Trading Threshold – Loading or level of nutrient and sediment reduction efforts to be

achieved and maintained before credits can be generated for any additional reductions.

Additional Definitions Specific to the Chesapeake Bay Watershed 
(Defined by PA Policy Guidance) 

“Chesapeake Bay Watershed”- Those portions of the Susquehanna and Potomac Rivers

and their affiliated tributaries within the Commonwealth of Pennsylvania. A small

portion of Elk Creek and Northeast Creek in southern Chester County and Gunpowder

River in southern York County also provide drainage to the Chesapeake Bay. For this

appendix, these three small watersheds are included within the Susquehanna River Basin.

“Chesapeake Bay Watershed Model”- The Hydrologic Simulation Program in Fortran

(HSPF), used to simulate the surface water run off, groundwater flow and the transport

of nutrient and sediments to the Chesapeake Bay.

“Delegated entity”- An entity designated by the Department to carry out specific

tasks related to the Nutrient Trading Program.

“Edge of Segment (EOS) Load” – The amount of land-applied nutrients expected to

reach the surface waters at the boundary of a Chesapeake Bay Watershed Model segment

through surface runoff and groundwater flows. The EOS load is the value to which BMP

model efficiencies to calculate nutrient reductions are applied.

“EOS Ratio” – A factor that is unique to each watershed model segment that has been

determined by the Chesapeake Bay Watershed Model in order to estimate the EOS load

for individual non-point sources within a watershed segment.

“NRCS”- The Natural Resources Conservation Service, a division of the United States

Department of Agriculture
Attachment C
Presentation to WV Agriculture Sector Leadership
http://wvwri.nrcce.wvu.edu/programs/pwqb/
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