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	Program name
	
	Pennsylvania Nutrient Trading Program

	
	
	

	Program administrator
	
	Pennsylvania Department of Environmental Protection

	
	
	

	Authority
	
	Administrative rulemaking, 33 U.S.C.A § 1251 et seq, Clean Streams § 691 et seq, Federal Water Quality Trading Policy

	
	
	

	Guidance document
	
	Final Trading of Nutrient and Sediment Reduction Credits – Policy and Guidelines (Revisions to the Interim Final Trading of Nutrient and Sediment Reduction Credits – Policy and Guidelines).

	
	
	

	Effective date
	
	October 5, 2005.  BMPs and other credit-generating activities that occur after January 1, 2005 are eligible.

	
	
	

	Geographic region served
	
	Statewide; however in years 1 and 2, program, emphasis is placed on enabling trades in the Chesapeake Bay Basin – Susquehanna and Potomac watersheds.  Trades can occur within a “defined watershed”

	
	
	

	Credits
	
	· Total nitrogen, total phosphorous, sediment – each expressed in lbs/year.
· For nonpoint sources, the credits are generated only for reductions that are beyond the threshold requirements described in “Baselines” below.

· Credits generated with agricultural BMPs funded through cost-share programs are generally allowed unless stated otherwise by the funding agency.  BMPs or other potential credit-generating activities occurring before or after January 1, 2005 may be submitted for review to the state to determine credit eligibility.  The trading program distinguishes between structural and non-structural BMPs.

	
	
	

	Credit price
	
	Determined by demand and supply in the market.  DEP operates an online marketplace, http://pa.nutrientnet.org. 

	
	
	

	Who can buy and sell?
	
	Point sources, nonpoint sources, third parties, and any combination of these.  “Any entity may create, purchase, retire or otherwise use credits for the purpose of securing long-term improvements in water quality.”  This program was designed to encourage currently unregulated nonpoint sources such as agriculture to help meet water quality goals outside of the permitting process.

	
	
	

	Baselines
Baselines, continued
	
	Pennsylvania’s program has established “thresholds of eligibility” for participation in its trading program.

Point source:  To be eligible to generate credits, a point source must be in compliance with all concentration limits established in its NPDES permit.
Nonpoint source:  An agricultural nonpoint source may generate credits if the source has:

1. Applicable plans in place that are required by existing regulations (ex: Nutrient Management Plan)

2. At least one of the following:

a. 100-foot mechanical setback or equivalent;

b. 35-foot buffer or equivalent;

c. 20% pollution load reduction option.
Non-agricultural nonpoint sources without an NPDES permit:  Applicable state regulations.

	
	
	

	Trading ratios
	
	Delivery ratio:  Accounts for pollution transport in water.

Reserve ratio:  10% of credits generated will be reserved in a pool by DEP to cover for possible failure of other credit generating activities.

Edge of segment (EOS) ratio:  Estimates the amount of land-applied nutrients expected to reach the surface waters.

	
	
	

	Current issues
	
	· Publicly funded credits, i.e. BMPs installed through cost-share initiatives, can also be counted as credits.  However, some state funding mechanisms such as the Growing Greener program specifically state that all credits generated through this grant source are owned by the Commonwealth.  Where publicly funded BMPs are eligible for credit generation, these questions are raised:
· Does this constitute a “double-dip” where a credit is first paid for through public funds and then in turn, sold on the market?

· Will a single pollution reduction be counted twice – once by the agency that provided the funding for the BMP and again by DEP as a “credit”, resulting in a perceived pollution reduction greater than the actual pollution reduction?
· The point source and nonpoint source dischargers will enter into a contract for the terms of the trade including price.  The point source, because of its NPDES permit, will assume liability for the trade; however, it is unclear who will monitor to ensure the BMPs actually result in the pollution reductions traded.

	
	
	

	Public comment process on trades
	
	Public review and comment will occur only as a part of the NPDES permit process and not on individual trades.  

	
	
	

	State contact
	
	Ann Smith, PA Department of Environmental Protection, (717)772-4785, annsmith@state.pa.us

	
	
	

	Website
	
	http://www.dep.state.pa.us/river/river_trading.htm

	
	
	

	University contact
	
	Charles Abdalla, Associate Professor of Agricultural and Environmental Economics, (814)865-2562, cabdalla@psu.edu
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