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
