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1. Introduction

The WV Water Research Institute (WVWRI) project budget was approved by the NRCS project Administration Officer by email dated January 25, 2007. Subsequently, the University released funds to (WVWRI) February 14, 2007. Project staff has significantly increased efforts this period toward developing a water quality trading program in the Potomac drainage.  

A project core team and steering committee have been developed and have met for a series of meetings.  Project staff presented team/committee members with relevant background materials and speakers to ensure that the WV process is informed by other states’ experiences and materials available.  A WV “strawman” trading program was developed by the core team and reviewed by the WVDEP and the steering committee for comments and suggestions. Most recently, break out steering committee workgroups have met to review the strawman and to provide sector-specific feedback regarding various proposed program elements and  
2. Activities this reporting period
Task 2b. Steering committee meetings and Tasks 2 and 3. Target stakeholder group meetings.  
We have met continuously for calls and/or meetings with core team, sector workgroups, and Nutrient Net/Implementation teams throughout this reporting period.  These meetings are listed and described briefly below. 

2.1. Steering Committee Meetings:  The steering committee has met three times this reporting period.  The steering committee serves the project core team in an advisory capacity and assist with outreach to both the agricultural and point source sectors. The committee also advises the core team of the most workable combination of elements to be incorporated into the trading framework.  Meeting summaries are listed below.

March 6, 2007.  West Virginia University in Morgantown, WV.  Initial project kickoff meeting. Participants in this meeting agreed to serve as steering committee members or provide recommendations of others who could serve in this capacity.  Participants include: Bill Brannon, Jennifer Pauer, Randolph Sovic (WVDEP), Joseph Hankins and Michael Schwartz (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 Jon St. John and Mindy Selman (World Resources Institute, project subcontractors for Nutrient Net development and application).

May 1, 2007.   Freshwater Institute in Shepherdstown, WV.   Guest speakers Gary Stuhlfauth (OH), Andy Zemba (PA), and Allan Brockenbrough (VA) gave overviews of the PA, OH, VA programs and answered questions.  This was followed by a discussion of State Trading Programs Comparative Worksheet (attached).  Attendance: 24, with guest attendees from the point source sector.

July 11, 2007. WVDA in Moorefield, WV.   Group reviewed and discussed the WV strawman trading program elements which had been developed by the Core Team since the last steering committee meeting (attached).  Committee appointed chairs and members of workgroups for Ag, Point Source, and Mixed/Open sectors.  Workgroups are to meet to review and comment on strawman with alternatives or other comments for September meeting in Charleston, WV. Attendance:  20, with guest attendees from the agricultural sector.
2.2. Core team meetings: The core team of the project has met three times this reporting period - twice to develop the WV Water Quality Trading Program strawman and once with WVDEP to present the strawman for review and discussion.
Core Team meetings to design WV Water Quality Trading Program strawman (May 30 & June 6, 2007):  Core team members met twice at WVU to review comparative table and begin to define program elements for WV, noting caveats, concerns, and reasoning in separate column. 
June 28 Core Team meeting with WVDEP:  Core Team presents WV Water Quality Trading program to key WVDEP staff members to discuss how various policies have adverse implications for creating a viable trading program as well as meet WVs nutrient reduction commitment to the Bay Program.  The minutes for this meeting are in Attachment 2 and describe some of the policy issues discussed.  Various policy issues have since been discussed further internally (to DEP) and decisions/plans will be shared with project staff next reporting period. 
2.3. Sector-specific meetings  The core team has been fostering relationships within each of three primary sectors of stakeholders  - point sources, agriculture, and non point source Urban Mixed/Open.  Meetings held in each sector are listed below. 
2.3.1. Urban Mixed/Open

Urban Mixed/Open (UMO) workgroup (August, 22, 2007):  Steering committee members with an interest or background in this sector held a first conference call to review and comment on the WV trading strawman.  Workgroup members returned additional individual comments to chair by Aug 30.  Synthesized comments will be discussed for a follow up call next period.

2.3.2. Agriculture
WV Conservation Commission Annual meeting (April 16&17, 2007) Presented Trading program framework to meetings of Conservation District Directors, Water Resources Committee and State Commission. The Commission passed a resolution to support development and implementation of the Potomac Bank and Trade program. The Commission also provided funding to support Tom Brand’s involvement in the project.
Agriculture workgroup (August 28, 2007): Steering committee members and invited ag sector stakeholders with an interest or background in agriculture met in Moorefield l to review and comment on the WV trading strawman.  Workgroup members are to return additional individual comments to chair and synthesized comments will be distributed and discussed for a follow up call next period. 

Task 1.b.  Technical Agricultural Workgroup regularly holds conference calls. The group includes project staff, World Resources Institute experts, and state agriculture science experts to determine appropriate calculation methodologies for Nitrogen as part of the project goal to evaluate and compare BMP efficiency rates, runoff coefficients, soil retention factors, equivalence factors, and other inputs and assumptions used by the CBWM with equivalent WV-specific water quality, soil, land use and other pertinent data and information to establish appropriate efficiency rates for practices.  
2.3.3. Point Source Sector
Point Source sector meetings:  Because a market-based program hinges on market demand for a good, we spent significant effort this reporting period in understanding the nature of how point sources would be regulated and how regulated permittees are/are not legally able to engage in trading at this time. A point source sector stakeholder meeting is to be scheduled in early October.
Point Source legal meeting  (April 9, 2007):  Point Source Sector representative Joseph Hankins and project staff Alyse Schrecongost and Richard Herd met with utilities attorney Jim Kelsh to discuss legal and related institutional barriers to successfully implementing a trading program that need to be addressed.
Public Service Commission Meeting (May 15, 2007):  Project Manager Alyse Schrecongost met with the Public Service Commission to present an overview of the proposed trading program for WV, new nutrient requirements in NPDES permits, and related institutional issues.  PSC employees discussed PSC-related obstacles, opportunities, and procedures through which the trading program, the PSC, and the WVDEP will need to coordinate.

2.4. Task 1a. Interstate coordination and collaboration on development of WV trading program:  The project team has participated in the following activities to ensure that our trading program design reflects lessons learned from other trading programs and that it does not preclude future interstate trading opportunities.

Interstate Water Quality Trading Conference Calls:  Project staff has participated in the EPA Interstate Water Quality Trading Conference Call series coordinated with Patricia Gleason from Region 3 EPA. 

MD-WV-EPA Conference Calls:  Project staff held a conference call facilitated by Patricia Gleason (EPA Region 3) with Maryland DEP and WV DEP to discuss the implications of MD water quality standards for the design of the WV trading program and/or WV’s NPDES nutrient control requirements.

Mid-Atlantic Water Quality Program Workshop, Frederick, MD on March 22, 2007:  Richard Herd, Alyse Schrecongost, (WVU); Michael Schwartz, Joe Hankins (Freshwater Institute/Steering Committee); and Randy Sovic (WVDEP/Steering Committee); Patricia Gleason (EPA/Steering Committee) all attended this informational workshop in Frederick.

2.5. Coordination with complementary projects:  Project staff recognizes that the success of our trading program is linked to the involvement of other projects supported at various levels of government and non-profit levels. Below are a few of the efforts we have initiated to support this area of coordination. 
NRCS CIG/NFWF Rockymarsh Grant Coordination meeting (July 19, 2007):  Project staff meet with Freshwater Institute staff and awardees of a Targeted Watershed Grant to conduct a demonstration nutrient trade in the Rockymarsh Run Watershed, orchestrated to emphasize local benefits and engage the issue of high cost urban/mixed/open nutrient loading sector.
NRCS Poultry litter gasifier/digester project, field visit and demonstration (May 8, 2007):  Various steering committee members visited a poultry farm in the Potomac drainage to learn about the poultry digester being tested on site.  WVU professor, Tom Basden, is developing a cost benefit analysis and will acknowledge the improved C-B ratio under a nutrient trading scenario. 

3. Outputs to date

3.1.   Task 3. Nutrient Reductions for Local Benefits: Nutrient Offset Demonstration Project:   The National Fisheries and Wildlife Foundation awarded a Targeted Watershed Grant to the Conservation Fund’s Freshwater Institute and collaborator West Virginia Water Research Institute in February.  The goal of this complementary project is to implement a pilot trading project in Jefferson County, WV that emphasizes local agency/organization/business cooperation in exchange for the explicit generation of ancillary local benefits from nutrient offset projects.  The project also emphasizes generation of credits from urban/mixed-open land use areas.  This project was critical for NRCS CIG grant as it solidified WVDEP commitment to participate in a water quality trading program and will advance the actualization of CIG grant Task 3, Program Implementation. 
3.2.  Task 2. Potomac Trading Website http://wvwri.nrcce.wvu.edu/programs/pwqb/index.cfm:  The WV Potomac Trading Website was initiated before the last report. It is a continually evolving website designed to advance the project goals of transparency, public outreach, and keeping stakeholders as well as our steering committee members informed with the latest reports, organizational links, and materials related to the WV program process. We are currently devloping an addition section regarding NutrientNet calculation assumptions and methodologies.
3.3. Task 3. Position paper on nutrient regulation of point sources <50K gpd (attached): Project staff worked with key steering committee members to develop a background/position paper for WVDEP staff members planning to debate whether or not to include nutrient load or concentration limits on point source facilities <50K gpd.
3.4. Task 1. Analysis of credit supply and demand: Analysis of credit demand has begun, but will depend significantly on feedback from WVDEP regarding how the agency intends to design and implement nutrient reduction requirements; these rules will define the credit demand in delivered pounds.  Otherwise available information from WVDEP’s reporting system has been collected for this effort.  Likewise, credit supply will depend largely on rules regarding credit sale eligibility and prices per credit. Additional progress should be made on this task in the next reporting period. 
3.5. Task 1.b.  Technical development of WV Nutrient Net: Through conference calls described above (Technical Ag Workgroup), we are determining appropriate calculation methodologies for Nitrogen as part of the project goal to evaluate and compare BMP efficiency rates, runoff coefficients, soil retention factors, equivalence factors, and other inputs and assumptions used by the CBWM with equivalent WV-specific water quality, soil, land use and other pertinent data and information to establish appropriate efficiency rates for practices.  
Outputs to date include the following:

· WRI developed a series of credit calculation options for the workgroup. It was decided by the workgroup to pursue site-specific calculations based on the methodology that WRI helped create in Pennsylvania. This option provides compatibility the Chesapeake Bay Model and other states involved in trading in the Chesapeake Bay (PA).

· WRI provided the strawman calculation spreadsheet, based on the Pennsylvania calculations, to serve as the basis of the WV agricultural credit calculations. WRI has used its knowledge of various calculation methodologies, on-farm practices and the required data inputs to inform and guide to the workgroup decisions. 

· WRI has performed all follow-up with technical experts concerning questions over the N calculation methodologies.
Subtask 1c. Based on findings from Subtask 1b, develop WV specific BMP efficiency rates, soil nutrient retention factors, equivalence factors, and runoff coefficients that can be used to tailor NutrientNet.

Work performed to date includes:

· WRI along with the Technical Ag Workgroup have determined most aspects of the WV-specific calculation methodologies for nitrogen. Soon work will begin on developing the alpha version of the WV agricultural credit calculation spreadsheets for nitrogen.  

4. Next six months (September 2007 – February 2008)
· Task 1a. Write and present paper on local benefits of water quality trading at the WV/VA Water Research Institute Conference in Blacksburg, VA, November 29, 2007.

· Task 1b. Continue NRCS evaluation and revision of BMP efficiencies.

· Task 1c.  Begin work on NNet-WV for phosphorous and sediment calculations
· Task 1d.  Alpha and beta versions of NutrientNet-WV

· Task 1d. Continue analysis of credit supply and demand.

· Tasks 1c and d. Implement required modifications for NutrientNet and beta test.

· Task 2. Point Source Workgroup Meeting
· Task 2. UMO/MS4 demonstration project meeting in Martinsburg
· Task 2b. Continue to develop WV Water Quality Trading information website.

· Task 2/3. September 28 Steering Committee Meeting:  WVDEP in Charleston, WV
· Task 2/3.  Finalize WV program strawman and post for public comment.
· Task 3. Develop final draft of WV Potomac Water Quality Trading Program and post for public comment. 

· Task 3. Core Team meeting with WVDEP on policy and program developments
· Task 3. Coordination of CIG-Targeted Watershed trading grants – meeting in Martinsburg for stormwater/wetland project development

5. Attachments
Attachment 1:  Minutes for three steering committee meetings this period

Attachment 2:  Minutes for Core Team/WVDEP meeting

Attachment 3:  Comparative Table for PA, VA, OH, MD nutrient programs

Attachment 4:  WV Potomac Water Quality Trading Program Strawman 

Attachment 1: Minutes for steering committee meetings

NRCS WV Potomac Drainage Water Quality Bank and Trading Project

Kick Off Steering Committee Meeting, March 7, 2007

Minutes and attachments available at http://wvwri.nrcce.wvu.edu/programs/pwqb/ 
Attendance:   Patrick Bowen, Rick Haeslip (NRCS); Bryan Moore (Trout Unlimited); Jennifer Pauer, Randy Sovic, Bill Brannon (WVDEP); Carla Hardy (WVCA); Joseph Hankins (Conservation Fund); Pat Gleason, EPA, Rick Herd, Alyse Schrecongost, Tanya Borisova (WVU); Evan Branoski, John Saint John, Mindy Selman (World Resources Institute).  Not present: Tom Brand (WVU/WVCA).

Next Meeting – Shepherdstown, Conservation Fund, TBA, late April/early May

Review of proposed project – Rick Herd. Power point presentation (see website above).  

Proposal Objective: “The primary goal and purpose of this project is to develop and implement an incentive-based program to cost-effectively achieve the WV Bay CLAs for nutrients and sediment.”

Added note: all point sources under 50K are not obligated to meet the tributary strategy nutrient reductions in terms of offsets or technology, these sources are addressed in the “nonpoint” source section of WV Potomac Trib Strategy.  

Review of organizational structure – Rick Herd.  Invitation to attendees to become members of the Steering Committee and requested additional names/ideas.  Need PSC (Public Service Commission) representative on steering committee.  Bryan Moore asked to consider being a representative of the state’s environmental and conservation sectors.  Core Team (Alyse, Rick, Pat, Tom, and Joe (?)) will develop trading policy framework and bring it to steering committee.  Steering committee-approved plan will go to broader stakeholder process review.

Core Team – addition of Joe Hankins as rep of point source community was requested.  Joe will discuss this with point source community.

Potential issues/ problems –   *Point-source community not likely to be interested in the Greater Miami-style trading program early buy-in in exchange for reduced trading ratios because they may be able to shift all costs to developers and they don’t have PSC approval to raise rates that would allow them make such a payment. 

*Many point sources fall under WVDEP's originally chosen targeted cutoff of <50K so credit generation from these operations additionally a possibility.  <50K operations including many package sewage treatment operations, small industrial facilities and other storm water (e.g. MS4s) are suspected to make up 20 to 50% of point source loadings which are currently captured as part of the non-point source allocation in the Bay mode.

*Warm Springs 1.4 MGD plant on Potomac approved w/o offset requirements because application was in process during the transition of WV implementing its Tributary Strategy commitments".  When the permit is to be reissued early next year, 5 and 0.5 N & P requirements will be incorporated.  Question to yet be resolved is at which flow, current or expanded design capacity, the requirements will apply.

Drivers – Flowing Springs Run (Jefferson County Public Service District) anticipates PSC approval of its $22.5M/1MGD design flow plant.  Developers prepared to pay for capacity and offset costs, but have no estimates for offset costs. Will begin operation in ’09.   PSC required to serve population so NPDES problems are unlikely to delay/stop plant.

Review of project progress – See biennial report on website for detailed summary including future activities.  Noted 6-mo delay in funding (effective mid-February 2007).  Reviewed EPA/NRCS trading Conferences, WVWRI conference, development of the core team, meeting with WV ag leadership, application for NFWF targeted watershed grant for demonstration offset. 

Nutrient Net – Mindy Selman presentation of past applications of NN.  Jon Saint John demonstration/presentation of NN components and operation.  See power points website.
Point Source Innovation Work Group update – Joe Hankins review.  Discussion of trading was only a small part of the WG efforts.  Trading discussion was not limited to ag providing credits but rather addressed potential in small point source sector as well.  Randy Sovic/Bill Brannon were DEP reps to the group.  Funding is overlying problem because plants cannot pay for offsets w/o permission from PSC to raise rates to cover those additional costs of offsets or technology/efficiency upgrades as part of their PSC approved tarrif. Underscore need to integrate PSC into steering committee soon.

WVDEP Offset Provisions – DEP is including a nutrient offset requirement in new and reissued permits but has no capacity to develop such a program; waiting to see what WVWRI/WRI/NRCS and/or Conservation Fund/NFWF develop.  Will consider the outcome of the Potomac trading project for adoption as state policy.  Need for a cap/nutrient criteria could be addressed via a watershed permit.  This idea of a watershed permit not ruled out by DEP, but again, no internal agency capacity to develop the permit (see EPA offer below). 

NRCS bundled BMP Efficiencies – WV NRCS is evaluating alternate BMP efficiencies

to the Bay model specific to the 10 county area in the Potomac drainage

Need to address Mixed/Open Space category as the largest growing NPS but NRCS has no jurisdiction in this area, nor does any other agency at the state or county level have leadership or authority.  Farmland protection has marginal role to help in this area, but not coordinate efforts.

Trout Unlimited – Bryan Moore review of projects on public and private lands for forested riparian buffers.  Last 2 years has installed over 50K feet of stream bank fencing; 2007 estimated 100K ft anticipated primarily for the eastern panhandle, plus one giant 27,000 ft project in Pendleton Co.  Would like to use these projects to generate credits. 

EPA Bay-wide Trading Program – Pat Gleason, reported that EPA has full plate just reviewing PA NPDES permits with trading provisions.  Gleason updated committee on status of Region 3 efforts to coordinate state programs.  Will work with existing comparative summaries of trading program elements from Borisova and WVWRI.   Has contacted ICPRB to explore coordination with heads of DEPs in Bay states to encourage them to work together with the intent to develop interstate trading capacity.  Developed a draft permitting guide w/ the support of TetraTech.

Added note:  EPA could assist with the development of a general watershed permit.

WV Potomac Water Quality Trading Steering Committee Meeting

Freshwater Institute in Shepherdstown - May 1, 2007

MEETING MINUTES

Participants
Gary Stuhlfauth, OHEPA (webcast participant). Present:  Patrick Bowen, Rick Heaslip (NRCS); Bryan Moore (Trout Unlimited); Jennifer Pauer, Randy Sovic, Bill Brannon (WVDEP); Carla Hardy (WVCA); Joseph Hankins (Conservation Fund); Pat Gleason (EPA), Rick Herd, Alyse Schrecongost, Tanya Borisova (WVU); Evan Branosky, Jon St. John, Mindy Selman (World Resources Institute), Tom Brand (WVU/WVCA), Fred Blackmer (JCCEP/Home Builders’ Assoc), Don Michael (WV Farm Bureau), Michael Schwartz (Freshwater Institute), Andy Zemba (PADEP), Kevin Hinkle (USDA/FSA), Steve Knipe (City of Martinsburg), Clifton Browning (Berkeley County PSSD), 

Welcome
Joe Hankins welcomed us to the fantastic Freshwater Institute offices.

Presentations 

Representatives of the Ohio (Gary Stuhlfauth), Pennsylvania (Andy Zemba) and Virginia (Allan Brockenbrough) state water quality trading programs walked the committee through the various components of their respective program frameworks. Significant time was allotted for questions from the committee and responses from the presenters. Presentations are posted at http://wvwri.nrcce.wvu.edu/programs/pwqb/index.cfm, see “Documents & Presentations”.  

The various components of the respective programs are summarized on the element comparison table (handout/posted on-line) which is intended to serve as a working document for development of the Potomac trading framework.

Generally, the framework components among programs were designed to help meet specific environmental goals within existing state policy, political, and regulatory constraints. All three trading programs are relatively new and are anticipated to evolve. The PA program framework can be more readily adapted to meet changing needs because it is based on policy and guidance rather than embodied in statute or regulation.
Representatives of two Public Service Districts - Berkley County (Clifton Browning) and Martinsburg (Steve Knipe) - and The Eastern Panhandle Home Builders Association (Fred Blackmer) were queried as to their potential interest in acquiring nutrient credits through a trading program. Both PSD representatives and others on the steering committee expressed concern about the loss of farmland in the Panhandle and the ability of a trading program to generate sufficient credits to meet demand as well as the inability of a public entity to ensure a stable credit supply. As a consequence they indicated a likely pt. source preference to meet nutrient reduction requirements through technology upgrades and would deal with offset requirements if and when needed. The development community recognizes the opportunity that trading may provide to accommodate economic development and indicated a potential acceptance of trading to meet current and future nutrient reduction obligations.
Also discussed was the need to consider meeting offsets within the municipalities through stormwater programs and with other types of BMPs in the rapidly growing category of mixed-open/urban land use. 

Program updates
1. Frederick Nutrient Trading Workshop - Many members of the steering committee participated in the Mid-Atlantic Regional Water Program’s “Workshop: Nutrient Trading and Implications on Mid-Atlantic Waters,” Frederick, MD in March.  Presentations are posted online: http://www.agnr.umd.edu/users/waterqual/ . Discussion was dominated by Bay-related topics and comments came from practitioners in all sectors. 

2. Chesapeake Bay Watershed Interstate Trading Subgroup – (Update: Pat Gleason) WVU participated in the second conference call of the Chesapeake Bay Watershed Interstate Trading Subgroup of the Wastewater Treatment Workgroup.  Randy Sovic was part of the discussions that lead to the formation of this subgroup.  Subgroup was formed to continue discussing what will be necessary to create an interstate trading program with focus on the Potomac Watershed as a piloc.  The group was also interested in expanding and refining Trading Program Comparison chart and states are tackling their columns respectively.  Updated versions will be posted on-line periodically.
3. Public Service Commission - Freshwater Institute facilitated an early discussion with WVU and an attorney working in WV utility law to discuss obstacles and opportunities in the “supply side” of the nutrient trading program, primarily addressing how utilities will fund expenses related to complying with NPDES permits.  

WVU has also had discussions directly with the PSC and intends to work with Joe to set up a meeting with the PSC to provide key decision-makers with an overview of the concepts and opportunity for Q&A exchange. 

4. WV State Conservation Committee – (Update: Tom Brand) Rick Herd presented an overview of the trading program to the State Conservation Districts’ Association Water Quality Committee, a meeting of the district directors, and to the interagency WV Conservation Commission.  The district directors passed a motion to support the WQ Trading program as did the Commission.

5. Nutrient Net (NN) – (Update: Jon St John)  WRI would like to welcome their newest team member Dan Nees, who is joining them from University of MD and will join the steering committee for the next meeting.  

Jon offered to set up an interactive, on-line demonstration of NN in which steering committee members could simulate trading during a scheduled on line “trading session” or auction.  Info about this to be sent in the next couple weeks. 

BMP Subcommittee formed to work on NN: 

a. Mindy Selman - WRI

b. Jon St John - WRI

c. Michael Schwartz - FWI

d. Rick Heaslip – NRCS

e. Rick Herd/Alyse Schrecongost – WVU

f. Alana Hartman – WVDEP (appointed by Bill Brannon)
WV Potomac Water Quality Trading 

Steering Committee Meeting Summary
July 11, 2007

WVDA Office, Moorefield, WV

Attendance:  Carla Hardy (WVCA); Patrick Bowen (NRCS);  Matt Monroe (WVDA); Don Michaels (WV Farm Bureau); Bryan Moore (TU); Michael Schwartz (Freshwater Institute); Kevin Hinkle (USDA/FSA); Jon St. John, Mindy Selman* (World Resources Institute; Bob Williams (Dominion Resources); Bill Brannon, Jennifer Pauer, Mike Warwick, Randy Sovic (DEP); Patricia Gleason (EPA); Tom Brand, Rick Herd, Alyse Schrecongost, Tatiana Borisova* (WVU); Fred Blackmere (EPHBA/JCCEP).

*participated by conference call. 
NEXT MEETING: WVDEP in Charleston toward the end of September.  All subcommittees should meet before this to develop written comments and suggestions for the trading framework.  
Progress Updates:

Public Service Commission Meeting in May – Alyse made presentation to wastewater team at PSC to give a general description of the Bay Program Implementation Strategy and its related implications for the regulated Pt Source Community including new nutrient requirement language in Section D of the NPDES permits for facilities in the Potomac drainage. 

WVDEP Meeting in June – Bill Brannon described outcomes of May 29th meeting on water quality trading w/ core team members and key members of his staff.  Summary of meeting outcomes is posted on our website at: http://wvwri.nrcce.wvu.edu/programs/pwqb/docs/2007_June_29-notesCharleston.doc .  WVU owes DEP brief summary of anticipated implications for including/excluding NPDES permittees w/ design flows under 50K gpd for consideration during the design and application of nutrient requirements. 

Nutrient Net Subcommittee – Jon St. John gave an update on the fine tuning work that the subcommittee is tackling in order to tailor the PA nutrient net model runs for application in WV.  Discussion about the extent to which Ches Bay Model BMP efficiencies might change btwn the Phase IV & Phase V, but the model can be updated to account for changes when Phase V is completed.  Hoping to complete the model over the next month or two and provide a demonstration run next meeting.

Rockymarsh Run EPA Targeted Watershed Grant – Freshwater Institute & Trout Unlimited are partnering to generate and sell demonstration offsets under the Targeted grant.  Innovative aspects of this project include the emphasis on using Bay-driven offset demand to fund projects with local economic development and environmental benefits ancillary to cleaning up the Bay (e.g. reducing water temp for Brooke trout habitat through forested riparian buffers, increasing development home values by leaving in trees and investing in green design, etc).  The project also tackles the most challenging category of nutrient sources – urban, mixed/open. 
Formation of Subcommittees: 

1. Nutrient Net (existing)

2. Point Source – to be chaired by Joe Hankins

3. NPS- Ag & Forestry – to be chaired by Don Michaels

4. NPS- Urban, Mixed/Open – to be co-chaired by Fred Blackmer, chair still open.

Current volunteers on spreadsheet attached.  Please add names and addresses as indicated if there is data missing for your contact information or if you would like to add others to a subcommittee, please highlight changes and return spreadsheet to amschrecongost@mail.wvu.edu.  Thanks.

Review of working draft WQ Trading framework:  

Mindy Selman, WRI, reviewed the various functions of trading ratios, related them to the purpose of thresholds, and suggested that in suggestions that each subcommittee make for the trading ratios, that we describe the function of each portion above 1:1.  Her trading ratio brief was handed out and is attached to the end of these minutes.

WV Trading Framework Table distributed and used for discussion.  New table to be slightly revised based on our discussion will be posted on our site by 7/18.

A lot of discussion focused on various options for the bank/broker infrastructure. Options discussed included using new staff at one or both CD offices, developing a Watershed Improvement District, using the RC&D, touching base with the ICPRB. Related questions touched on the proposed flow of S&D of credits, pricing and verification/monitoring of credit-generating BMPs.  WVU will develop a basic flow diagram of how the bank/broker infrastructure could be set up.  This will be posted on our site by 7/18.

Policy question arose regarding whether or not permitted facilities have to meet design flow x concentration limits at the facility or if they can buy credits/offsets to meet the requirements. If credits/offsets would be an alternative, would that be a permanent provision or temporary one.  Also, ownership of waste load allocation will have to be determined or signaled in permit in the event of ownership transfer, shift in property/facility use, etc.  WVDEP will consider these questions internally. 

Additional comments were made on each element of the draft framework and discussion table provided.  Comments will be integrated into the revised draft as much as possible.

Draft Brief by World Resources Institute 
Trade Ratios
Trade ratios are used to account for various factors in a water quality trading program, and there are generally four different types: delivery ratios, uncertainty ratios, equivalency ratios, and retirement ratios. Any and all of these trade ratios can be used in a program since they are usually “stacked” and used together with one another for different purposes. Most trading ratios are expressed as a colon (e.g., a 2:1 trade ratio) meaning that for every two pounds of nutrient reduced, 1 credit is generated. Delivery ratios are usually expressed as a percentage.

Many programs use trading ratios, though the purpose of the trading ratio is often not clearly defined. In the Ohio trading rules, a 2:1 trading ratio is applied to non-point source reductions—ostensibly for uncertainty. However, if the trade takes place within a TMDL watershed, the trading ratio is 3:1. While it is not explicit, it can be assumed that the purpose of the larger trading ratio applied in TMDL watersheds is to realize a net water quality benefit from the non-point source BMP. In contrast, the permit for Southern Minnesota Beet Sugar clearly defines the required 2.6:1 trading ratio as follows: 1.0 for the basic load offsetting, 0.6 for "engineering safety factor reflecting potential site-to-site variations," and 1.0 for water quality improvement.  Below are descriptions of the four types of trade ratios used in water quality trading programs. 

Delivery Ratios

Delivery ratios (also called attenuation factors) are ratios applied to point and non-point source pollutant reductions to account for pollutant transport in a watershed. Unlike air markets, all reductions are not equal in water markets—a pound of nitrogen or phosphorus reduced upstream does not equal a pound of nitrogen or phosphorus reduced downstream. Pollutants are impacted by physical, chemical, and biological processes as they move through an ecosystem, which reduces their concentration and environmental impact. In a water quality trading program, delivery ratios are used to estimate what percentage of nutrients and sediment is delivered to a waterbody from a particular location within the watershed (such as a farm or WWTP location) and what percentage has been lost, or attenuated along the way. Applying a delivery ratio to pollutant reductions in a water quality trading program ensures that adequate credits are used to offset an increase in pollutant discharge elsewhere. 
Delivery ratios are generally recognized as an important element within water quality trading programs to ensure integrity of the program and fungibility of credits. However, many programs surveyed did not use delivery ratios. The leading reason for this is the difficulty in determining an appropriate ratio. Most delivery ratios are determined using a watershed fate and transport model—an effort that is beyond the capabilities of many programs due to funding and knowledge about such models. The states within the Chesapeake Bay watershed have the advantage of having access to the robust Chesapeake Bay Watershed Model which models nutrient fate and transport from over 300 watershed segments to the Chesapeake Bay. The Virginia and Pennsylvania programs use these model-derived delivery factors within their trading programs and apply them to point source and non-point source reductions. The Minnesota River Basin program also uses model-derived delivery factors to convert reductions into “Jordan Trading Units” which account for the attenuation of phosphorus from various points within the watershed to a monitoring point in Jordan, Minnesota. 

A few trading programs that WRI surveyed attempt to address fate and transport in a more simplistic manner. Some programs use a higher uncertainty ratio to account for nutrients lost through fate and transport. The South Nation Trading Program in Canada uses a high 4:1 trading ratio to compensate for delivery as well as uncertainty (whereas most trade ratios are not above 3:1). Other programs, such as the Great Miami in Ohio, only allow credits to be bought upstream of a purchasing facility to ensure adequate nutrient reductions have occurred for the needed trade, and to protect nutrient-sensitive headwaters.
Uncertainty Ratios

 Uncertainty ratios hedge against uncertainty regarding whether or not a non-point source credit-generating project will yield its estimated amount of reductions. The effectiveness of many BMPs varies based on weather conditions and storm events—the purpose of an uncertainty ratio is to mitigate risk if the BMP underperforms. A few programs like the Lower Boise Trading program (ID) and the Minnesota River Basin program, clearly define uncertainty ratios. In other programs, while not explicitly stated, it can be assumed that the ‘trade ratio’ applied to non-point source reductions is meant to address, at least in part, uncertainty. 

Equivalency Ratios

An equivalency ratio is used when one or more pollutants are traded in a market to achieve the same environmental result. Some pollutants have the same environmental effect, however one pollutant may be more potent than another at producing the effect. An equivalency ratio is needed to make the two pollutants equivalent to one another. Rahr Malting, which is regulated for chlorophyll biological oxygen demand (CBOD) applies a cross-parameter equivalency ratio of 8 pounds of CBOD for every pound of phosphorus. The ratio reflects a scientific assessment of the relative impacts on chlorophyll from phosphorus runoff and from CBOD discharge. 
Retirement Ratios

Lastly, a retirement ratio, or ‘environmental benefit ratio,’ can be used to ensure the program achieves a net water quality benefit. For example, Michigan’s Trading Rules stipulate that a 2:1 environmental benefit ratio be used for point source- non-point source trades, and a 1.1:1 environmental benefit ratio be used for point source-point source trades. When retirement ratios are used, a certain number of credits are retired with each trade, resulting in a greater overall water quality benefit.  

Attachment 2:  Core Team/WVDEP Policy meeting minutes

Notes from Charleston, WV meeting June 29, 2007

Present – DEP:  Mike Warwick, Randy Sovic, Bill Brannon, Yogesh Patel, Jennifer Pauer, Sherry Wilkins;  WVU: Richard Herd, Alyse Schrecongost, Tom Brand; NRCS: Patrick Bowen; Freshwater Institute: Joseph Hankins; World Resources Institute: Dan Nees.

Summary

Group first reviewed list of questions (attached) provided prior to the meeting by WVU staff regarding the NPDES permit program related to WVU’s efforts to estimate and understand sources of market supply and demand and other elements that will have influence on the design of the trading program rules and infrastructure.

Group then reviewed and discussed elements of the current trading strawman that were of particular concern/interest to WVDEP.

Outcomes and Items for Follow-up

1. DEP will work internally to address the following elements of the NPDES permitting program (in the Potomac drainage) related to nutrient management requirements before the steering committee meeting sometime in late August/early September:

a. How facilities under 50K gpd will be managed for nutrient loadings;

b. How UIC permits will integrate nutrient controls into permit language;

c. How the MS4 program will address nutrient management controls into the permits of the Potomac drainage permits (currently two + DOH areas within MS4 cities, but more anticipated as population grows in that region).

2. WVU/FWI will develop a brief on the nature of problems related to excluding units <50K gpd from nutrient requirements to be used for internal discussion. 

3. WVDEP will provide WVU with a copy of its point source nutrient loading report to the Bay, due out in mid-July, to help WVU with its effort to estimate nutrient demand. 

4. WVDEP will provide WVU with a list of facilities <50K gpd that have general permits in the Bay drainage counties. 

5. WVDEP will work in coordination with FWI/WVU to draft a press release about the Rockymarsh Run Targeted Watershed and Potomac WQ trading grants as a pronouncement of the support for these projects. 

6. WVU/WRI will work to set up a meeting with ERIS/WVDEP folks to look at how their databases will have to be coordinated to handle a trading program and possibly begin to estimating/tracking loads from smaller systems.

7. WVDEP permitting staff intend to clarify to permittees with nutrient requirements that their Plans of Action to achieve final effluent limitations, a cost evaluation for final compliance, and a description of process for securing any necessary financing including impacts on sewer rates are due within a year of the permit issuance (those facilities with overdue plans will be notified to submit).

8. While offset proposals are not being requested at this time by DEP, the baseline date for needing to offset expansions or new facilities is 11/05.

9. Language may be needed in permits or in the trading framework to ensure that the few significant plants that were permitted after the Bay Implementation Strategy but did not receive nutrient requirements cannot generate credits unless they first meet the technology and offset limits of the nutrient requirements as of 11/05.

10. A meeting between DEP water leadership and PSC leadership, possibly in coordination with WVU will be scheduled as DEP solidifies its permitting strategy internally. 
PAGE  
1

