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Point Source/Nonpoint Source Trading
EXECUTIVE SUMMARY

Since 1972, the nation has made much progress in surface water quality using
‘echnology-based effluent limits to control municipal and industrial point sources. As EPA and
the states tightened the regulation of point sources (industrial facilities and wastewater treatment
plants), the relative importance of nonpoint source pollution has increased. Recent evidence
indicates that nonpoint source pollution -- from both urban and rural sources -- is now the
dominant source of water quality impairment. The problem is large: EPA and the swates
recently identified over 18,000 specific waterbodies that will not attain water quality standards
even if point sources fully implement controls to meet technology-based discharge requirements.
For such waterbodies, solving the remaining water quality problems may require either or both
(1) point source controls that go well beyond technology-based discharge requirements, or (2)
nonpoint source reductions.

This report examines effluent trading as one option to achieve water quality objectives
at least cost. Although it can take many different forms, effluent trading in principle allocates
reductions in pollutant loadings across point and nonpoint sources using least cost as the
criterion. While several options are discussed, this paper focuses principally on trading schemes™
in which regulated point sources are allowed to avoid upgrading their pollution control
technology to meet water quality-based effluent limits if they pay for equivalent (or greater)
reductions in nonpoint source pollution within their watersheds. This report focuses on nutrient
trading because trading programs to date have dealt with pollutants of this type and because of
the large number of difficult issues specific to trades involving toxic pollutants.

Conditions for Efficient and E

Several conditions appear necessary for an efficient and effective point/nonpoint source
trading program. A program is considered efficient and effective if it achieves ambient water
quality objectives at the lowest aggregate cost, including point source controls, nonpoint source
controls, and administrative costs. Key elements of such programs include:

° The waterbody must be identifiable as a watershed or segment;

o There must be a combination of point sources and controllable nonpoint sources
that each contributes a significant portion of the total pollutant load;

o There must be a water quality goal for the waterbody that forces action;

° There must be accurate and sufficient data with which to establish targets and
measure redp.ctjons;

° Point sources, at minimum, must meet the technology-based discharge
requirements of the Clean Water Act,
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o There must be significant load reductions for which the marginal cost (per pound
reduced) of nonpoint source controls are lower than for upgrading point source
controls,

o Point sources must be facing requirements to either upgrade facility treatment
capabilities or trade for nonpoint reductions in order to meet water quality goals;

o There must be an institutional structure to facilitate trading and monitor results;
and
° Sufficient and effective implementation mechanisms (including appropriate

enforcement measures) must be a component of the trading system.

Lessons Learned from Case Studies

Case studies of three trading experiences to date -- Cherry Creek and Dillon Reservoirs
in Colorado; and Tar-Pamlico River Basin, North Carolina --indicate that the absence of one
or more necessary conditions will result in the delay of trading or will necessitate a shift in focus-
of the trading program to facilitate continued pollutant (i.e., nutrient) load reductions. These
experiences also illustrate the importance of other necessary conditions to program planning,
design, administration, and enforcement. These lessons include:

° The absence of one or more necessary conditions results in delay of trading.
Specifically, in two programs, the marginal cost of point source reductions has not yet
exceeded that of nonpoint source reductions, and point source loads are not yet limiting,
i.e., actual load is less than allowed load. As a result there is neither economic incentive
nor need to trade.

° Where point source loads do not reach levels anticipated, nonpoint source controls will
have to be more heavily relied upon for nutrient reductions.

° The presence of necessary conditions supports watershed-based water quality management
and provides an administrative framework for future trading.

o Total maximum daily or annual pollutant loads provide a practical base against which to
require and measure load reductions.

o There must be enough data and information about pollutant loading and water quality
effects available to develop water quality targets and translate the targets into nutrient
reduction goals and allowable loads.

° It is necessary to have detailed information about point source facilities in order to
determine the relationship between the marginal costs of point and nonpoint source
controls.
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o A comprehensive basinwide management approach, rather than a focus on point sources
in isolation, provides opportunities to achieve least-cost pollutant reductions.

o A comprehensive approach also provides opportunities for targeting reductions to areas
where they will be most effective and are most needed.

o The administrative framework for the trading program is not only imporwant for the
development of the basinwide approach, but may be critical to achieving desired pollutant
reductions through trading.

o Implementation mechanisms (including appropriate enforcement measures) are important
in creating compliance incentives where economic incentives are absent or fail.

° The local community, including environmental organizations, must support a trading
program as a method to achieve water quality objectives. Broad-based support is helpful,
especially among community leaders, environmental organizations, the farm community,
and industry.

o If the program involves agricultural BMPs and will be implemented through a cost-share™
program, there must be sufficient farmer demand for funding in excess of the ongoing
cost-share program to support point/nonpoint source trades in order to supplement, not
supplant, ongoing nonpoint source control efforts.

° Regulatory requirements that increase the transaction costs associated with trading but
that fail to provide an offsetting value in terms of compliance and enforcement may cause
a trading program to fail.

° Trading ratios that account for uncertainty can be established without eliminating
economic incentives to trade.

o It may be important to build flexibility into the trading program design, as condisions
may change over the course of the program.

Benefits and Costs of Trading Programs

The dollar values of costs and benefits of point/nonpoint source trading programs will
vary according to waterbody size, number and type of affected dischargers, and program design.
The cost of project development and administration can be significant, especially for large or
otherwise complex waterbodies. As an example of partial program costs, point sources at Tar-
Pamlico have thus far contributed $400,000 to the development of an estuarine computer model
of the basin, and will contribute $150,000 for two additional staff positions at the agency
implementing nonpoint source reductions, and a minimum of $500,000 for nonpoint source
reductions even if they do not require point source load reduction credits through 1994. EPA
also contributed approximately $453,000 to the Tar-Pamlico program: $400,000 for the
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development of the basin nutrient model, and $53,000 for the monitoring and tracking of
nonpoint source poliutants,

A comparison of marginal costs for point source load reductions and nonpoint sources
gives some indication of the potential for cost-savings. At Dillon, it was estimated that further
point source reductions would cost between $860 and $7,861 per pound reduced, while nonpoint
source load reductions would cost between $67 and $119 per pound. At Tar-Pamlico, extensive
point source upgrades were estimated to cost between $250 and $500/kg reduced, while nonpoint
source reductions were priced at $56 per kilogram point source credit for Association members
and $62 for non-members.

The following principal classes of costs and benefits are common among most trading
programs:

Costs Benefits
° Monitoring and modeling beyond those ° Direct cost savings to point
needed under current policy source dischargers
° Permitting costs to establish discharge ] Improved water quality for
levels for the "with trading" case people, commerce, and the
environment
. Government transaction costs associated with

review and approval of individual trades

Nationwide Potential for Trading

Estimates developed from EPA’s Water Body System (WBS), which is designed to track
state assessments of water quality for surface water using information prepared for 305(b)
reports, indicate that for the near term, the best opportunities are for trading nutrient allocations.
Longer term opportunities may exist for trading pathogen or chloride allocations. Trading for
toxic pollutants appears to be inconsistent with the goals of the Clean Water Act. The estimates
were retrieved from the WBS using selection criteria that closely match those conditions
identified as necessary for a successful trading program, including the presence of both point and
nonpoint sources.

The number of waterbodies that could potentially benefit from point/nonpoint source
nutrient trading fall into two general groups: (1) those that currently are water quality limited
(i.e, identified by the states as "not supporting” or "partially supporting” their designated uses);
and (2) those that are not currently water quality limited. An estimated 943 water quality-limited
waterbodies could potentially benefit from trading under current conditions. Most of these

immediate nutrient trading opportunities are in the east, in the mid-Atlantic region, and also in
the Mississippi and Missouri River Valley states. The five states with the most opportunities
are: Illinois, 221; Florida, 129; West Virginia, 78; Iowa, 56; and Mississippi, 50. Another 17
waterbodies are not currently water quality-limited but have met all the other necessary
conditions. At current growth rates, it appears that these waterbodies could benefit from nutrient

v
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trading at some time in the future. These waterbodies are distributed as follows: Vermont, 5;
Tennessee, 4, Washington, 3; Mississippi, 2; and Minnesota, West Virginia, and Wyoming, 1
each.

Clean Water Act Implications

The Clean Water Act does not currently address effluent trading as a means of attaining
water quality standards. The act does provide a mechanism to facilitate the development and
operation of trading programs: states are required to establish total maximum daily loads of
pollutants from point and nonpoint sources in water quality-limited watersheds. In order to
increase the visibility of trading as a programmatic option for states and local governments, the
Clean Water Act could be amended to specifically sanction (or even promote) effluent trading.
In addition, EPA could broaden the options available to states and local governments for meeting
water quality objectives by clarifying the acceptability of trading, identifying the potential
benefits that can result from trading, and providing assistance to help these jurisdictions establish
workable, successful trading programs.
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I. INTRODUCTION

The purpose of this report is to provide information and analysis pertaining to one of the
key market incentives -- i.c., pollution credit trading between point and nonpoint sources -
being considered during the Clean Water Act (CWA or the Act) reauthorization process.
Several bills that would amend the CWA have been introduced in Congress, either in the House
of Representatives or the Senate. Most of these bills are relatively narrow, focusing on one or
a few aspects of surface water quality. However, some bills (especially S. 1081) cover multiple
issues. Some of the bills propose relatively minor changes to the Act, while others represent
significant departures from the existing statute. While point/nonpoint source trading is not
specifically addressed in amendments introduced to date (nor is it mentioned in the Act),
language in both S. 1081 and H.R. 2029 would require EPA to strengthen existing state nonpoint

source management programs. Point/nonpoint source trading is a potential tool for this program
area.

Current Approach to Attain Water Quality Goals

The Clean Water Act currently provides a two-tiered approach to water quality
protection. At a minimum, technology-based requirements limiting pollutant concentrations in~
effluents must be attained by all point source dischargers. These requirements take the form of
nationally uniform standards for classes and categories of industries, and a parallel approach for
publicly owned treatment works (POTWs) and their indirect dischargers. Dischargers are
required to comply with these effluent limits, but there is no direct incentive for them to take
additional steps to further reduce their discharges or otherwise improve water quality.

The Act also requires that point sources meet more stringent efftuent limitations in certain
circumstances. States establish ambient water quality standards that specify goals for specific
waterbodies. If technology-based controls are insufficient to protect water quality, water quality
standards serve as the regulatory basis for developing more stringent effluent limitations to be
applied to specific point sources.

Apalysis to Support CWA Reauthorization

In consultation with numerous other agencies, the U.S. Environmental Protection Agency
(EPA) is preparing analyses of the costs, benefits, and other impacts of selected provisions of
the various amendments now being considered. EPA is also assessing the extent to which
certain water quality problems can be addressed through the application of market-based
approaches that supplement regulatory approaches. If the analyses show that market-based

approaches are useful, the approaches may be incorporated in the CWA during this
reauthorization.

There are two major categories of reauthorization analyses. Impact Analyses are
prepared for proposed CWA amendments that represent new or expanded surface water
programs that may be costly to implement and/or for which the water quality benefits are
unknown or suspected to be small. Incentives Analyses are prepared to help deterinine whether
application of a market-based approach to surface water problems can efficiently and effectively
supplement a statutory/regulatory approach.
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Purpase of this Analysis

This incentive analysis is cestcted primarily to evaluating the potential for point/nonpoint
source nutrient trading to supplement existing point source regulation in order to achieve
reductions in nonpoint source discharges and to meet water quality objectives for nutrients. To
the extent that they offer useful lessons for point/nonpoint source arrangements, experiences with
poinvpoint and nonpoint/nonpoint source trading also are presented. As part of an evaluation
of the potential for nutrient trading, this report analyzes current programs that incorporate
nutrient trading between point sources and nonpoint sources. It then presents statutory,
regulatory and administrative options that could change the extent to which this practice is used
in the United States to deal with water quality problems.

This analysis focuses on trading to achieve water quality standards for nutrients for
several reasons, Nearly all of the trading experiences to date have been with trading for only
one type of pollutant -- nutrients. Further, nutrients constitute the largest pollutant common to
both point and nonpoint sources. For the near term, nutrient trading presents the best
opportunities for taking advantage of the benefits that a successful trading program can provide.
Analysis of state data (described at length in Chapter IV) indicates that a significant number of
waterbodies may meet the necessary requirements for nutrient trading and experience to date-
suggests that successful programs can be crafted.

Preliminary research suggests that there may be future potential for trading to supplement
existing point source regulation of such pollutants as pathogens or chlorides. In fact, areas that
undertake nutrient trading may also realize reductions in pathogens from nonpoint sources where
nutrient trades result in additional and/or improved animal waste management practices.

At the moment there appears to be little potensal for trading to supplement regulation of
toxic pollutants. EPA is particularly concerned that many toxic pollutants are persistent and/or
bioaccumulative in nature. The Agency has long pursued elimination of such discharges. To
the extent trading facilitates reductions of toxics, it might be a valuable strategy. However, the
Agency is not currently investigating applying trading to toxics.

This report will be considered by the Agency, the Administration, Congress, and other
parties interested in the application of market-based approaches to environmental problems in
general, and in solutions to nonpoint source pollution in particutar. The information in this
report will be used to help formulate decisions conceming the potential inclusion of
point/nonpoint trading principles and/or requirements in the reauthorized CWA.

The remainder of this introduction summarizes surface water quality problems and
identifies options available to address them.

»d

A. SUMMARY OF THE SURFACE WATER PROBLEM

Since 1972, the nation has made much progress in surface water quality through a
program of technology-based effluent limits for industrial and municipal point sources. As EPA
and the states tightened the regulation of point sources (industrial faciliies and wastewater
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reatment plants), the relative importance of nonpoint source pollution to water quality has
increased. Recent evidence indicates that nonpoint source pollution -- from both urban and rural
sources -- is now the dominant cause of remaining water quality impairment. Urban nonpoint
sources include runoff from industrial sites, commercial development, and urban streets.
Principal rural nonpoint sources include agricultural nutrients, pesticides, and soils; forestry
operations; and mining.'

Current federal law encourages nonpoint source controls in the Clean Water Act, but
these controls are voluntary, not regulatory in nature. Local nonpoint source regulation varies
across jurisdictions in scope, type of controls required, and strictness of the runof f loading limits
of toxics, sediments, and nutrients. In the absence of local regulation, compliance generaily
remains voluntary. Nationally, nonpoint sources typically face significantly less stringent
controls than do point sources, except within the coastal zone where states have greater authority
to regulate all activities affecting water quality. Under the Coastal Zone Management Act, states
must review any kind of development within the coastal zone to ensure its consistency with the
state’s coastal zone management plan (CZMP). To the extent that runoff resulung from
development fails to meet state CZMP requirements, the state may impose a variety of
requirements including stricter performance standards and or may deny permits if conditions are
not met.

Table 1 below presents data from the most recent national survey of surface water quality
and indicates the scope of the nonpoint source pollution probiem:’

TABLE 1

Percent of Impaired River Miles, Lake Acres, & Estuary Square Miles
Affected by Nonpoint Source Pollutants

t Sour River Miles Lake Acres Estuary Square Miles
Agricultural 61% 57% 18%
Hydrologic/habitat Modification 15% 41 % 5%

Storm Sewers/Runoff 12% 27% 31%
Land Disposal na 24% 19%
Silviculture 9% na na

Construction 5% na 11%

! U.S. EPA, National Water Qualiry Invemiory -- 1990 Report to Congress, Washington,
D.C. (March 1992).

2 U.S. EPA, Nafional Water Quality Invenzory -- 1990 Report to Congress, Washington,
D.C. (March 1992) Tables 1-3, 2-3, and 4-3 on pages 10, 23, and 53, respectively.

3
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Excessive nutrient (nitrogen or phosphorus) loading is a serious pollution problem
attributed to urdan and rural runoff.’ High levels of these nutrients accelerate algal growth and
lead to eutrophication and its water quality effects -- low dissolved oxygen, fish kills, reduction
in biodiversity, odor, etc. Where municipal point sources have reduced their nutrient loads
through pretreatment and secondary treatment, and in some cases advanced treaOnent,
agricultural activities often account for the bulk of the remaining nutrient load. Urban nonpoint
sources of nutrients, such as lawn fertilizers, septic systems, or stormwater runoff, can aiso
contribute significant proportions of the nutrient load. While the runoff from rural areas
contains natural levels of nitrogen and phosphorus loads, nutrients in fertlizers, crops, and
livestock residuals greatly increase rural loading. Farming and other land-disturbing activities
also release nutrients in the soil and free sediment, further contributing to water quality
problems.

B. OPTIONS AVAILABLE TO ADDRESS REMAINING WATER QUALITY
PROBLEMS

EPA and the states recently identified over 18,000 specific waterbodies that will not attain
water quality standards even if point sources fully implement controls to meet technology-based-
discharge requirements (secondary treatment for sewage treatment plants or best available
treatment technology for industrial dischargers) because nonpoint source pollution is such a
significant part of the problem there. For such waterbodies, solving the remaining water quality
problems may require the implementation of alternative water quality improvement strategies.
Options to resolve remaining water quality problems include:

. Stricter point source controls beyond technology-based discharge requirements;
. Significantly reducing nonpoint source contributions; and/or
. A combination of controls on both point and nonpoint sources.

In general, stricter point source controls will be expensive and will not reduce the large
pollution loads associated with nonpoint sources. The relative cost of point versus nonpoint
source control measures is an important consideration in choosing among alternative water
quality improvement strategies. Given the increasing costs of environmental protection and
competing needs for limited financial resources, future water quality improvement efforts must
consider the efficiency of alternative approaches and use the most cost-effective control methods
to achieve the nation's water quality goals. To the extent that market incentives drive decisions
about how to achieve specified improvements in water quality, these improvements will be made
in the most economically efficient manner possible. Therefore, strategies combining point
source and nonpoint source controls with market-based approaches -- rather than strictly

regulatory approaches -- my offer the best opportunities to achieve significant reductions at the
lowest cost.
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One non-regulatory, market-based method for achieving environmental quality objectives
is the general concept of "effluent trading.® Although it can take many different forms, effluent
trading in principle allows dischargers to allocate discharge reductions (beyond those required
by technology-based standards) according to relative economic efficiency. This allocation can
take many forms, including the buying and selling of marketable discharge permits, or one entity
"buying” required discharge reductions by funding (or otherwise arranging for) controls to
reduce another discharger's effluent.

When considered in the broadest possible sense, effluent trading does not necessarily have
to be limited to one type of discharger or even to one type of pollutant. As a result, there are
numerous potential models for a trading program, including trading between point sources only,
between nonpoint sources only, and between point sources and nonpoint sources. An additional
delineation can be made between new sources and old sources, where new sources may be
required to trade for reductions from old sources equal to (or even greater than) the amount they
are anticipated to discharge. Finally, it is conceivable that trading could be used across poliutant
types, such that a source discharging one type of pollutant that requires control may trade for
a reduction in another type of pollutant that also requires control. In this case, trades among
different types of dischargers would be structured to ensure that water quality objectives for all
the types of pollutants involved were being met through the trading program. -
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II. PRINCIPLES OF POINT/NONPOINT SOURCE TRADING: THE ROLE
OF POINT/NONPOINT SOURCE TRADING IN MEETING
WATER QUALITY ORJECTIVES

In point/nonpoint source trading program, point sources arrange for nonpoint source
controls in lieu of more expensive plant upgrades that would otherwise be necessary to attain
ambient water quality targets. Because point source/nonpoint source trading provides a means
of controlling both point and nonpoint source discharges into a waterbody, usually through an
allocation of permissible pollutant loadings to the waterbody across all dischargers and
discharges, it generally represents a basinwide approach to controlling total pollution loading.
In contrast, controlling discharges from point sources only is representative of traditional
regulatory approaches. Trading is a way to supplement the technology-based requirements of
the Clean Water Act by providing greater flexibility to the manner in which water quality goals
are achieved. Itis not a way for dischargers to avoid compliance with their minimum treatment
requirements.

Currently, nonpoint sources are unregulated under the Clean Water Act. Trading
programs can help attain water quality objectives by reducing nonpoint source discharges. Point-
source discharges are regulated through National Pollutant Discharge Elimination System
(NPDES) permits. By authorizing credits in NPDES permits in retumn for specified nonpoint
source control efforts, trading programs can create economically attractive incentives for point
sources to help reduce nonpoint source discharges.

A. THEORETICAL CONSTRUCT

The theory underlying point source/nonpoint source trading is based on marginal cost
analysis.* For each of the variety of methods available to reduce pollutant loading, there is a
specific cost associated with every increment of pollutant reduction (and accompanying increment
of water quality improvement). The most efficient and effective approach to reducing pollutant
loading requires implementing the least-cost method available for each additional increment of
poliutant reduction. In a trading program, the lowest marginal cost of controlling both point and
nonpoint sources can only be achieved by providing opportunities for point sources that would
otherwise have to instali high-cost technologies to pay for generally less expensive nonpoint
source controls.

Nonpoint source controls will be economically attractive alternatives to point source
controls where the marginal cost of the amount of nonpoint source controls that can be
exchanged for one unit of point source reduction is less than the marginal cost of one unit of
point source pollutant reduction. As the less expensive pollutant control choice, nonpoint source

‘ There may be some circumstances where the result of marginal cost comparison is not the
sole factor in the decision to trade. See the discussion of Nonpoint/Nonpoint Source Trading
and Offsets later in this section.
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reductions traded for point source reductions are the most cost-effective control option. Whether
or not the marginal costs for point and nonpoint sources are ever equal depends on technology
costs (both point and nonpoint), local land use, the number of each type of source, and the level
of loading from each, as well as on the trading ratio established for the program.

The rate at which nonpoint source load reductions may be traded for point source load
reductions -- the trading ratio -- is part of the marginal cost analysis. Ratios are determined at
the outset of a trading program and reflect the volume of nonpoint source load reduction
equivalent to one unit of point source reduction. Under a trading ratio of 1:1, a credit for one
unit of point source load reduction is obtained by paying for or installing that level of nonpoint
source control which will produce one unit of nonpoint source reduction. Under a ratio of
greater than 1:1, more than one unit of nonpoint source reduction is necessary to obwin credit
for one unit of point source load reduction.

The trading ratio may be established at greater than 1:1 for a variety of reasons,
including the uncertainty in measuring nonpoint source reductions, both in terms of the amount
of loading reduced for any given control and the permanency of the control once installed.

Ratios are also set at greater than 1:1 to offset point source and nonpoint source impacts from
new growth.* -

Despite the potential benefits of trading, point and nonpoint source loadings are imperfect
substitutes for several reasons. Point source loadings are relatively constant, with the exception
of combined sewer systems where loadings may increase significantly during storm events.
Nonpoint sources are typically spread out within a watershed and loadings are more diffuse and
random than point sources, and are generally more dependent on the weather and topographic
conditions. Further, there is a greater degree of uncertainty about the effectiveness of nonpoint
source control, especially about the actual reductions achieved and the permanency of those
reductions. Point source loadings, while more costly to reduce (in most circumstances), are
more easily monitored and regulated, whereas nonpoint sources are far more difficult to monitor
and are largely unregulated. Under the Clean Water Act, pollutant abatement responsibility lies
with point sources, despite the fact that nonpoint sources contribute the greater share of nutrient
loadings in many waterbodies.

3 High ratios will deorease the cost-effectiveness of nonpoint source controls from the
perspective of the point source (each "credit”™ becomes more expensive as the ratio increases).
Furthermore, nonpoint source reductions are more difficult to measure than point sources and
the dependence of the program on nonpoint source reductions may complicate or hamper
enforcement of water quality standards. Technological changes or shifting growth patterns may
also make it difficult to structure load allocations and limits in a manner that will continue to
facilitate trading as conditions change.
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B. NECESSARY CONDITIONS

EPA has identified several conditions necessary for a successful point/nonpoint source
trading program.® This report’s updated evaluation of existing programs suggests additional
requirements. In the absence of implementation costs (sometimes referred to as “transaction
costs®), armry voluntary reduction in loadings through trading can be considered to be an
improvement over the regulatory status quo because presumably a point source discharger would
only fund nonpoint source controls if the necessary amount was less costly than point source
controls that would reduce the required amount of pollutants. In practice, however, transaction
costs, including those incurred by government to administer the program, may make trading
inefficient. The following list of elements for a successful program is predicated on the
assumption that the objective of trading is to meet water quality objectives through the loading
reductions brought about by the program. In other words, a sufficient volume of reductions
should be achievable through trading to make an impact on water quality and obviate the need
for more stringent point source controls. Key elements of successful programs are listed below:

a. The waterbody must be identiftable as a watershed or segment;

b. There must be a combination of point sources and controllable nonpoint
sources that each type of source must contribute a significant portion of the
total pollutant load;

3 There must be a water quality goal for the watershed that necessitates action;

d. There must be accurate and sufficient data with which to establish targets
and measure reductions;

£ Point sources, at minimum, must meet technology-based discharge
requirements as required by the Clean Water Act

f. There must be significant load reductions for which the marginal cost of each
pound reduced of nonpoint source controls (multiplied by the trading rate)
is lower than for upgrading point source controls;

g. Point sources must be facing requirements to either upgrade facility
treatment capabilities or trade for nonpoint reductions in order to meet water
quality goals;

h. There must be an institutional structure to facilitate trading and monitor
results; and

am

¢ Kashmanian, Jaksch, Niedzialkowski, and Podar, "Beyond Categorical Limits: The Case
for Pollution Reduction Through Trading," paper presented at the 59th Annual Water Pollution
Control Federation Conference/Exposition, Los Angeles, California, October 6-9, 1986.
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i Sufficieat and effective implementation mechanisms must be in place or

enacted as part of the trading systew (including appropriate enforcement
mechanisms).

Many economic, technical, and institutional factors must be considered when designing
a point/nonpoint source trading program. The necessary conditions indicate that trading will not
be uniformly applicable in all watersheds. Where it is applicable, however, trading offers local
junsdictions the potential to reduce their cost of meeting water quality objectives. These
identified necessary conditions are described in more detail below.

a. Identifiable Watershed. Confining trading to an identifiable watershed or segment
facilitates the management of the trading program by establishing the boundaries in which
trading is allowed and delineating the area that will be monitored for water quality improvement
as a result of trading.

b. Sufficient Point and Nonpoint Sources. The water quality problem must result from
both point and nonpoint source pollutant loadings in order for trades to be possible between point
sources and nonpoint sources. A trading system for nutnents is likely to meet these conditions ~
because nutrients are frequently a large part of the water quality problem for individual
watersheds, and they are a common constituent of both point sources and nonpoint sources.’
In a given watershed, for example, if controllable nonpoint sources contribute small loadings,
point sources may not be able to "buy™ enough nonpoint source control meet water quality
standards. Alternatively, if point sources contribute very small loads, then even under trading
ratios of greater than 1:1 there is little potential for significant increases in nonpoint source
controls as a result of trading. Where point sources account for 20 percent of the load and
nonpoint sources 80 percent, trading under a ratio of 2:1 could effect a significant impact on
water quality.

c. Water quality goal. The water quality objective, frequently expressed as an ambient
water quality standard, pollutant loading reduction target, or total maximum annual load allowed,
provides the basis for determining the alternative loading allowances for point source dischargers
under a trading program. The objective and the resulting alternative loading allowances then
serve as part of the basis for point source dischargers to evaluate the cost-effectiveness of
additional controls to meet these limits. It also serves as the base against which reductions are
measured and the effectiveness of the trading approach can be determined.

d. Accurate and sufficient data. Sufficient and reliable water quality data, pollutant
loading data, and an understanding of pollutant effects on water quality are necessary to
determine maximum loadings allowable to achieve water quality standards, and to evaluate
alternative point and nonpoint source control strategies. Modelling may be required to
accurately establish the relationship between loadings and water quality, to allocate loadings

7 U.S. EPA, National Water Quality Inventory -- 1990 Report to Congress, Washington,
D.C. (March 1992).
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across different rypes of sources, and to help determine appropriate trading ratios and pricing
of reduction credits.

Nutrient pollution is suitable for controi through a trading program because it is the total
concentration of nutrients (usually phosphorus or nitrogen, but not often both) in a waterbody
that determines whether there is a risk of eutrophication, and the discharges from both point
sources and nonpoint sources contribute similarly to the pollution problem. Total watersheds
may be the most appropriate spatial scale to support nutrient trading because adverse effects
from nutrient loadings may not be felt in the immediate receiving stream, but downstream in a
lake or estuary where nutrient loadings can collect.

The trading system must be able to track total discharge levels, point/nonpoint source
trades, and total nonpoint source controls implemented. A significant amount of planning and
analysis may be necessary if the relevant regulatory agency does not already have sufficient
water quality and nutrient loading information to establish appropriate water quality goals and
calculate allowable nutrient loads that will achieve desired water quality improvements or
maintain a given water quality level. Where such information is not already available, it may
be necessary to develop a water quality model of the proposed trading area to determine the
maximum allowable nutrient loads necessary to meet certain water quality goals.

When the necessary information is at hand, the relevant regulatory agency establishes a
total maximum daily nutrient load (TMDL) designed to achieve a specified water quality goal.
The TMDL may reflect a reduction over current point source loadings, and may decrease over
time, in order to compel water quality improvements. The TMDL is allocated among point
sources discharging in the waterbody identified for trading, sometimes being expressed in terms
of annual maximum allowed pounds or kilograms of nutrient load.

e. Technology-based discharge requirements met. All point sources must meet and
continue to meet, at a minimum, the technology-based discharge requirements of the Clean
Water Act (i.e., secondary treatment or equivalent for POTWs; BAT for industrial sources).
Trading may not result in increased loading for any individual point source above that allowed
by technology-based controls.

f. Nonpoint source marginal costs less than point source marginal costs (accounting
for trading ratio). Nonpoint source controls must be more cost-effective than point source
controls necessary to achieve water quality goals. Otherwise, point source dischargers have no
incentive to trade to achieve loading reductions. Additionally, because nonpoint source control
effectiveness and costs are site-specific, it is important for both regulators and potentia} traders
to have knowledge of the effectiveness of nonpoint source controls in reducing pollutant
loadings, in part to establish a correct basis for marginal cost and cost-effectiveness
comparisons, and in part to establish an appropriate trading ratio.

To facilitate the development of the trading program and trading itself, point sources need
information on the marginal cost per pound or kilogram to reduce pollutants, and some entity
(Soil Conservation Service, Department of the Environment, local planning agency, or
developers’ association) must be able to provide comparative marginal cost information on best
management practices (BMPs), for urban, rural and farm nutrient reduction. Additionally,
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wastewater treatment €acilities and other point sources may have to conduct engineering studies
to determine the marginal cost of additional reductions. Nonpoint source reduction
demonstration projects on farms and in urban areas may be necessary to determine the average
marginal costs of nonpoint source reduction controls.

g. Point source allocations are limiting. Point source facilities must be under pressure
to further reduce their discharge loads, otherwise there will be no reason to trade. Further,
trading needs to result in significant reductions in nonpoint source loadings in order for a trading
program to have a significant impact on water quality, and thus reduce the likelihood that point
sources will be required to meet more stringent discharge limits.

b. Institutional structure. While trading programs are based on market incentives, they
cannot rely entirely on market forces to result in attainment of water quality standards. An
organization must take the lead in designing, administering, and monitoring program results --
to make the market, in effect. If one does not exist, or if a division within the institutional
structure cannot appropriately assume this role, an organization or division must be created that
can. Because trades affect the permit requirements of point source dischargers, there needs to
be feedback to the agency responsible for permit issuance, review, and enforcement.
Additionally, if water quality standards are not being met under a trading program, the™
implementing agency needs to be able to revise permit levels, program implementation rules,
and possibly program design.! To ensure the trading program's success, the implementing
organization requires cooperation and coordination from the state, affected local jurisdictions,
other organizations that may facilitate trading (such as a local conservation district, State soil and
water conservation agency, or the USDA Soil Conservation Service), and the landowners in the
area where nonpoint source controls will be implemented.

i. Compliance incentives and enforcement mechanisms. Effective implementation
mechanisms must be in place to ensure that the gain in cost-effectiveness of pollution reduction
obtained through trading is not eroded by lack of clarity in the regulations or the inability or
failure of point source dischargers to comply with other program or permit requirements. The
strength of the NPDES system is the enforcement potential created by specified permit levels,
monitoring, and fines. A program that departs from traditional point source permit requirements
raises compliance concems if there is the potential for lax enforcement or a weaker compliance
incentive system. One party (the point source discharger) is subject to enforcement measures,
yet it may be dependent on the actions of another party (the nonpoint source discharger) to bring
about required reductions. This arrangement can create compliance issues under trading
programs that are more complex than under traditional regulatory approaches. Careful

o

* Water quality standards may not be met for a variety of reasons, including: the load
allowances do not result in the anticipated water quality improvement, or the necessary nonpoint
source controls are insufficient and do not result in the same per pound improvement as would
point source reductions.
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consideration needs to be given to the delineation of authority over trading and the authority over
nonpoint source control implementation.”

€. HOW POINT/NONPOINT SOURCE TRADES ARE IMPLEMENTED

When a point source discharger exceeds its allotted nutrient load, it must arrange to fund
one or more nonpoint source control measures that will provide the level of reduction required
to meet its allowance. In some cases the trading program may require point sources to fund
more than one unit of nutrient reduction from nonpoint sources for every unit of reduction for
point sources. Point sources may fund controls implemented by nonpoint source dischargers
(either directly funding specific projects, or indirectly through funding provided to a nonpoint
source control program), or may implement nonpoint source control measures themselves. "

There are primarily three options available to provide the opportunity for point sources
to trade nonpoint source load reductions for point source load reductions:

l. A point source contributes a specified amount (based on the trading ratio) per unit of
reduction needed into a fund that supports best management practices for nonpoint”
sources;

& Alternatively, a point source contracts with a third party (e.g., Nonpoint Source

Controls, Inc.) to install and maintain the level of nonpoint source control which will
provide the necessary amount of nutrient load reduction to be credited to the point
source; or

s Point sources contract directly with a nonpoint source owner (e.g., developer, farmer,
govemment agency) to install and maintain the level of nonpoint source control which
will provide the necessary amount of nutrient load reduction to be credited to the point
source.

It would be administratively difficult for a trading program to offer more than one option;
it is therefore likely that a trading program would provide only one option. Under options 2 and
3 above where the point source contracts with another party, it may be necessary for the point
source to include monitoring and maintenance provisions in the contract, as well as require the
contractor to post a performance bond against the controls.

® As discussed later in Section ITl and in the Tar-Pamlico case study, in the Tar-Pamlico
trading program the North Carolina Division of Environmental Management, in the Depantment
of Environment, Health, and Natural Resources (DEHNR) has final decision- making authority
with regard to the adequacy"of nutrient trades and allocations. The Soil and Water Conservation
Commission has final authority with regard to agricultural best management practice (BMP)
implementation. In this program point sources trade BMPs for point source loading reductions.

' Nonpoint source control obligations may have to be indexed to an established baseline
because its nutrient removals at nonpoint sources are related to the amount of rainfall and
topographic conditions.
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The first altemative represents the most institutionalized option. The fund into which
contributions are made could be an existing fund that supports nonpoint source controls, or a
fund could be created specifically for the trading program. The reduction credits would typically
be expressed in dollars per pound, where the price of the credit would be determined by
multiplying the average marginal cost for nonpoint source load reduction by the trading rate.
The other two alternatives represent less structured options, the third being somewhat ad-hoc in
nature. Under these options, the reduction credit might typically be expressed in pounds

necessary for one pound of nutrient load reduction, and the price per pound might vary across
contractors.

Depending on the distribution of nonpoint sources in the trading area and their relative
contribution to the water quality problems, a program may focus on urban nonpoint source load

reduction at new development sites and existing urban areas, or on rural nonpoint source load
reduction on farms, or even on both.

The regulatory form for a trade is a dual set of discharge limits in the point source
discharger’s permit: a stringent water quality-based limit which is applied (in addition to
technology-based requirements) if point source reductions are the only means available for
meeting water quality standards; and a less stringent requirement. typically expressed in terms~
of pollutant loading allowances, which is applied when trading is undertaken. The less stringent
requirements are, at a minimum, equivalent to technology-based standards. Re-opener clauses
should be included in permits because wasteload allocations may need to be altered in the event
that water quality standards are not met. They provide the opponumty to revise total loading
limits or set trading ratios at higher levels.

D. OPTIONAL PROGRAM SCENARIOS

To date, three distinct water pollution trading scenarios have emerged (see Section III):
(1) those that permit trades only among point sources (not the primary focus of this paper); (2)
those that permit trades between point sources and nonpoint sources; and (3) those that permit
trades between nonpoint sources. All are similar in that they aliow one source to trade some
level of pollutant loadings with another source in order to receive reduction credits. Under each
type of trading, point sources must continue to meet technology-based requirements and nonpoint
sources must meet any applicable local or state minimum performance standards.

The three scenarios may be tailored to regulate existing sources only (with more strict
or alternative standards applied to new sources), or they may be modified to target new sources.
A fourth scenario, offsets, is a form of trading tailored to new sources that can enable a
waterbody to accommodate growth without exceeding an established loading allowance. The
scenarios may be used alone or in combination with one or more of the other scenarios. They
are described below.

1. Point/Point Source Trading

Under point/point source trading, designated point sources trade permitted discharge
allowances only among themselves. In this approach, a point source may negotiate with another

13
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point source in the trading area to buy a portion of the other’s loading allocation. When point
sources agree to trade, the administrating agency modifies their discharge permits to reflect the
traded allowances. !

The marginal costs of technological control measures differ among point sources.
Point/point source trades would therefore be economically attractive if the cost to achieve
reductions through in-plant modifications or facility upgrades was below that required to receive
equivalent reduction credits through funding nonpoint source reductions. In point/point source
trades, one or more plants would pay another to reduce its loading, thereby reducing the total
loading of the group. Presumably, the plants might pay for reductions at the plant that could
achieve the lowest pound-for-pound reduction costs until the reduction targets are met or until
the marginal cost of treatment are equalized among the point sources.

This scenario offers several advantages. First, it may be relatively simple to calculate
new permits or loading allowances under point/point trading because there are existing permits
to work from. Second, the actual results of point source trades should be relatively certain
simply because it is easier to monitor point sources than nonpoint sources. A disadvantage of
this scenario (when it is not used in conjunction with point/nonpoint source trading) is that
reductions may not be achieved at least cost due to the exclusion of nonpoint sources as trading-
participants. Among the four scenarios, this one is the most limiting in its scope because point
sources cannot take advantage of cheaper, and often more abundant, nonpoint source nuwient
reduction opportunities. This scenario thus fails to dea) with a large source of waterbody
impairment -- i.e., nonpoint sources. It does not present a truly comprehensive solution to water
quality problems.

2. Point/Nonpoint Source Trading

Under point/nonpoint source trading, point sources pay for nonpoint source reductions
(through contributions to a fund that supports nonpoint source control installation and
management) and in exchange receive credits against their load allocations or reduction targets.
Best management practices (BMPs) reduce pollutant loading from urban and rural nonpoint
sources. Trades are cost-effective where the level of nonpoint source pollution control required
to obtain credit for one pound of nutrient reduction is than the cost per pound reduced of facility
modifications or upgrades at POTWs and other point sources.

Through the TMDL process, a regulatory agency allocates the total load allowance (water
quality-based) among the point source dischargers in the trading area. Each point source’s
nutrient discharge must be less than or equal to its allotment. Under trading, in the event that
a point source’s actual load exceeds its allowed load, it can offset the difference with nonpoint
source nutrient reduction credits rather than install additional treatment. POTWs and other point
sources receive reduction credits by funding or otherwise arranging for a specified level or dollar
amount of nonpoint source controls. Trading ratios may be set at greater than one to one to

¥ The program is similar to the bubble concept in the air pollution control programs where
a firm may trade emissions reductions among stationary sources within its facility, or with
another facility, to achieve a given level of emission reductions at least cost.

14



Point Source/Nonpoint Source Tradiag

ensure adequate reductions. For example, in areas with significant new growth, the resulting
increases in nonpoint source runoff and point source loadings may warrant setting trading ratios
at greater than 1:1, not only to account for uncertainty about the equivalency of reductions, but
to offset associated increases in new nonpoint sources.

In point/nonpoint source trading programs, the group of dischargers may be considered
a single trading-unit for the purposes of trading administration. A total aggregate allowable load
is established for the group of dischargers and they decide among themselves how to allocate
shares of the total load. The point sources jointly have to meet the aggregate total discharge
level. In this type of program, individual plants will have two sets of permit requirements --
a "with trading” requirement and a "without trading” requirement, where the "with trading”
allowance is usually determined by the group of point source dischargers through its allocation
process. Individually, point sources are still subject to technology-based requirements and can
face enforcement penalties in the event that its discharged load exceeds allowed levels and/or
the less stringent requirements result in local water quality problems. This continuing
responsibility provides incentive for the point source to insure that the other "traders” fulfill their
agreements to use effective BMPs.

Point/nonpoint source trading offers several advantages. Increasing the classes and -
numbers of trading partners increases the potential for cost-effective reduction in pollutant
loading. This is particularly true where the marginal costs of further point source reductions are
relatively high and where population growth and development have increased the relative
contribution of nonpoint sources of pollution. Including both point and nonpoint sources also
tends to force the development of a watershed-wide or basin-wide approach to pollution
reduction. This component provides the opportunity to target reductions to protect and maintain
localized areas of high water quality and improve localized areas of low water quality. Treating
the discharge community as a single unit can facilitate pollution reduction accounting and
permitting.  Where point sources are treated as one unit, public costs may be reduced because
some of the adminiswative costs associated with allocating the total allowable load is shifted to
the point sources.

Despite its advantages, point/nonpoint trading poses several obstacles that must be
overcome in order to have a successful program. Trading places special responsibilities on
authorizing agencies, program administrators, the participating dischargers, and those
implementing the nonpoint source controls. Taking advantage of the opportunity to target
nutrient reductions throughout the trading area may necessitate cooperation and information
sharing between agencies without previous cooperative experiences (e.g., regulatory agencies
with water quality authority and farmers’ assistance programs).

There may be some difficulty in establishing effective enforcement. Point sources may
ace the risk of being subject to more stringent effluent limits if nonpoint source reductions fail
o result in the projected water quality improvement, but they themselves have little recourse to
issure nonpoint source control implementation. Under the Clean Water Act and other relevant
itatutes, nonpoint source reduction programs are voluntary, incentive-based, and are normally
10t enforceable. Therefore, trading programs involving nonpoint sources may have to rely on
imilar mechanisms to encourage buy-in and participation.
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Addituonally, due to the differences in point and nonpoint source controls enumerated
carlier, it may be more difficult to arrive at an appropnate trading ratio, as compared to
point/point source trading. When trading for nonpoint source controls, some uncertainty about
the consistency and longevity of nonpoint source controls is likely to remain.

3. Nonpoint/Nonpoint Source Trading

Nonpoint/nonpoint source trading provides a mechanism to achieve nonpoint source
reductions beyond those obtainable through point/nonpoint source trading. New nonpoint
sources are occasionally subject to stricter erosion and runoff standards under state and local law
than are existing nonpoint sources. Where such requirements exist (e.g., for new urban
development) nonpoint/nonpoint source trading allows new nonpoint sources to satisfy nonpoint
source control requirements through a combination of on-site controls and off-site controls,
affording the new nonpoint source the opportunity to meet its requirements at least cost.
Presumably, on-site controls will be less expensive than of f-site controls up to some level of
control; at that level, off-site controls will become relatively cheaper than equivalent on-site
management practices. With a trading ratio of greater than I:1. it is possible to achieve a
greater level of nutrient reduction than the regulations for new sources provide at a lower cost
to the new nonpoint source. -

In practice, nonpoint/nonpoint source trading has evolved from the point/nonpoint source
scheme originally adopted for Dillon Reservoir. Due to improved operational efficiency of
existing technology, the point sources discharging into Dillon Reservoir did not need reduction
credits. The Dillon Reservoir trading program is now driven by reservoir phosphorus limits and
a desire to offset new nonpoint source phosphorus with reductions elsewhere in the watershed.
The experience at Dillon is described in more detail in Section III, and in the appended case
study.

Nonpoint/nonpoint source trading provides opportunities to achieve water quality goals
at least cost where new nonpoint sources are entering a basin, where such new sources are
regulated by state or local law, and where there is a sufficient number of existing nonpoint
sources with which to trade. In combination with point/nonpoint source trading,
nonpoint/nonpoint source trading maximizes the opportunities for meeting pollutant loading goals
at the lowest cost per pound. The combination also relieves point sources of some of the
financial burden of accommodating growth because it allows point/nonpoint source trading ratios
to be set so as to only incorporate a safety/uncertainty factor. The nonpoint sources are
responsible for mitigating the additional runoff they generate (see discussion of 2:1 trading ration
in description of Dillon Reservoir program in Section I11).

Nonpoint/nonpoint source trading does not entirely solve the problems relating to
uncertainty about the consistency and permanency of nonpoint source controls, either by itself,
or in combination with one or more other components. Neither does the nonpoint/nonpoint
source trading program eliminate concerns about the ability of the organizations that currently
have oversite responsibility for rural and urban nonpoint source control installation and
maintenance as discussed above in the point/nonpoint source trading description. Despite these
drawbacks, on-site and off-site controls are likely to be better substitutes than point and nonpoint
sources.
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4. OfTsets

The use of offsets, alone or in conjunction with other trading scenarios, provides a
mechanism to accommodate new sources and expansions of existing sources without exceeding
the established nutrient loading allowance. Under an offset provision, new and expanding
sources must obtain sufficient reductions from other sources to offset the additional loading they
will generate. Unless point sources are subssantially under their loading allowance, and/or
existing nonpoint source loads are relatively low, new sources may face difficulty locating in the
trading area and existing sources may face difficulty expanding because the loading allowance
for the trading area effects a no-net-increase in loading. In fact, in some areas the goal will be
to achieve a net reduction in loading. Under either policy, growth will not be possible without
of fset provisions or without revisions in the aggregate loading allowance and loading allocations.

Offset ratios are arrived at in a manner similar to that for trading ratios, i.e., a 1:1 ratio
provides an equivalent offset, while a greater than 1:1 provides a safety factor and/or additional
reduction.” Setting offset ratios for nutrient loads at greater than 1:1 would serve several
purposes. Assuming new or expanded point source offset additional loads with nonpoint source
reductions available under a trading program, a greater than 1:1 offset ratio would incorporate-
a safety factor and account for the uncertainty about the equivalence of nonpoint source
reductions. A greater than even ratio could also help offset additional nonpoint source loading
associated with the growth necessitating additional point source capacity. Where new or
expanding nonpoint sources are required to offset additional loading as a condition of siting or
building permits, the offset ratio may more approprately be set at 1:1, according to the
substitutability of on-site and off-site nonpoint source controls. For nonpoint sources requiring
of fsets, a ratio of greater than 1:1 would likely have the effect of exacting an entry or expansion
premium in the absence of other reasons for a greater than 1:1 exchange rate.

When designing new or modified point or nonpoint sources, the owner will attempt to
reduce loadings at any cost per kilogram up to the going rate for a kilogram reduction credit
(reduction cost per kilogram multiplied by the trading ratio). New and modified sources thus
meet permit conditions at least cost, using a combination of on and off-site controls. While
marginal cost analysis applies in most cases where offsets are considered, it may not always
apply. In addition to comparing the marginal cost for on- and off-site reductions, a point source
or nonpoint source may also consider the expected return on investment, and, under some
circumstances, may be willing to purchase more offsets than marginal cost analysis indicates is
economical because the total retum on investment will cover the additional expenditure.

12 A trading ratio of greater than 1:1, e.g., 2:1 means that the new source must arrange for
two pounds of load reductions for each pound it will discharge. Under the Clean Air Act,
offsets must provide a greater than 1:1 countecbalance against new emissions.
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HI. EXPERIENCE TO DATE IN TRADING PROGRAMS

A. CASE STUDIES OF EXISTING TRADING PROGRAMS

An evaluation of established trading programs confirms the importance of the conditions
this report identifies as keys to the success of trading programs. Three programs have developed
beyond the planning stage: Cherry Creek Reservoir and Dillon Reservoir in Colorado, and Tar-
Pamlico River Basin in North Carolina. While none of these programs has met all the
conditions necessary for a successful trading program, Dillon Reservoir’s has developed into a
successful basinwide nutrient management strategy. Tar-Pamlico appears to meet many of the
conditions for success, but trading has not yet been necessary. A fourth trading program
between point sources has been in place for the Fox River in Wisconsin for ten years, but has
resulted in only one trade. It appears that a fifth program is in the development and planning
stages at Chatfield Basin in Colorado. Information is presented on each of these programs, as
they provide generally useful lessons for a trading option under the CWA.

1. Chatfield Basin, Colorado

Increased total phosphorus (TP) loading to the Chatfield Basin could greatly degrade the
future water quality of the Chatfield Reservoir, the surface water body to which the Basin is
a tributary. The Chatfield Basin is a 3,000 square mile area that includes portions of six
counties in the Denver Area. In 1989, a phosphorus effluent limit of 0.2 mg/] total phosphorus
(TP) was imposed on point source dischargers in one sub-basin. This restriction was anticipated
to be protective of the TP standard until the year 2000, after which time nonpoint source
controls would be necessary, perhaps coupled with further tightening of point source limits.
Presently, no nonpoint source measures have been implemented specifically to control total
phosphorus. Increasing development pressures in the Chatfield area will increase TP loads to
the Basin beyond acceptable levels if specific controls are not implemented.

To investigate the sources and extent of the phosphorus loading, a basinwide TP
simulation model was developed to predict monthly and annual loads originating from each of
30 sub-basins from the following sources: groundwater, point sources, developed land use
nonpoint sources, and undeveloped land use nonpoint sources. The model was developed as part
of the 1991 Chatfield Basin Nonpoint Source Management Program.

A project is now being proposed to develop a mathematical model to determine
economically optimal wasteload allocations among point and nonpoint sources based on their
respective control option costs.!> The TP simulation model would be incorporated in the
optimization model so that the effects of alterative wasteload allocations on reservoir loads are
quantified.

am

B Concept for Wasteload Allocation Modeling in Charfield Basin, Colorado. Woodward-
Clyde Consultants, January 1992; and personal communication with Bruce Zander, US EPA
Region VII, March 18, 1992.

18



Point Source/Nonpoint Source Trading

The results of the optimal allocation model could be used to facilitate a point/nonpoint
source trading program for phosphorus in the Chatfield Basin. Thus, the model is being
advocated as a necessary precursor to the trading program, providing marginal cost information
and serving as the basis for determining optimal trading ratios for point and nonpoint source
controls.

A number of conditions exist in the Chatfield Basin that would facilitate a successful
poinYnonpoint source trading program to reduce phosphorus. In particular, it has been
determined that existing facilities contributing to increased phosphorus loads do not have the
capability to significantly reduce discharges without major capital improvements. Although the
State of Colorado has generally approved pollutant trading, the administrative framework to
institute a point/nonpoint source trading program in the Chatfield Basin is not fully developed
to date.

2. Cherry Creek Reservoir, Colorado

Several years ago, the Cherry Creek Reservoir in Colorado was experiencing strong
development pressure and planners anticipated a population increase from 90,000 to 302,000
between 1990 and 2010.!* In 19885, the Denver Regional Council of Governments (DRCOG)
sought to prepare for the anticipated growth and its effects on water quality by developing a
management plan that would prevent accelerated eutrophication in the reservoir. The Cherry
Creek Reservoir is Colorado’s most heavily used recreation area with 1.5 million annual visitors.
The surrounding area derives substantial economic benefits from this tourism.

Phosphorus was identified as the critical pollutant. The Council estimated that the total
annual loading of phosphorus from both point and nonpoint sources should not exceed 14,270
pounds in order to meet the phosphorus standard of 0.035 mg/L established by the Colorado
Water Quality Control Commission. Under growth projections at the time of program
development, it was anticipated that the critical load of 14,270 pounds would be exceeded by
about 1990."

The Cherry Creek Reservoir trading program was designed to allow point sources to earn
waste load allocation credits by installing, operating, maintaining, and monitoring nonpoint
source phosphorus controls, enabling the point sources (POTWs) to accommodate population
growth without expensive in-plant changes. Because nonpoint source nutrient loading was the
greatest source of phosphorus, urban nonpoint sources were required to reduce their loading by
50 percent before point sources would be allowed to contnibute to nonpoint source reductions
and trade them for point source waste load allocation credits. Nonpoint source reductions have
not yet reached 50 percent, nor have total loading limits been exceeded because the region has
not experienced the level of growth anticipated. Consequently, point/nonpoint source trades
have not yet developed.

" Denver Regional Council of Governments, Cherry Creek Basin Waier Quality
Managemen: Master Plan, September 1985, Table 3.

'3 Denver Regional Council of Govermments, Cherry Creek Basin Water Quality
Management Master Plan, September 1985, page 7.
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When phosphorus loading does approach the basinwide limit, point source effluent limits
will directly depend on the success of efforts to control nonpoint source loading. At that time,
if the nonpoint source reduction goal is not achieved, the POTWs will be unable to accommodate
anticipated growth and development and the Colorado Water Quality Commission could reduce
permitted point source effluent limits to compensate for unachieved nonpoint source loading
goals.

3. Dillon Reservoir, Colorado

The trading program for Dillon Reservoir was the first such program established in the
nation.'®* It was designed to enable a small reservoir to meet water quality standards despite
increasing levels of urban nonpoint discharges of phosphorus. For the Dillon Reservoir, the cost
of further reducing phosphorus loadings from point sources was relatively high because the four
publicly owned treatment works (POTWs) in the watershed required advanced technologies to
meet stringent water quality standards.

A 1984" study of the relative costs of point and nonpoint source control options for
Dillon Reservoir concluded that appropriate incentives for point sources to trade appeared to
exist; point sources and the cost of nonpoint source controls was significantly less than that of
point source controls. The estimated cost per pound of phosphorus removed due to upgrading
POTWs for phosphorus removal ranged between $860 and $7,861 compared to $119 to remove
a pound of phosphorus with urban runoff controls (based on a demonstration project).” The
study also concluded that point/nonpoint source trading under a 2:1 ratio would result in an
estimated 51 % savings in total annual treatment costs compared to the base case of no trading
(calculated by extending the cost comparison results to the entire drainage basin and incorporated
the assumption of diminishing marginal retumns for each additional level of reduction by nonpoint
source controls).

In 1984, Summit County adopted a point/nonpoint source trading system that allowed the
four POTWs to receive phosphorus reduction credits by funding controls to reduce phosphorus
loadings from existing urban nonpoint sources. Each of the point sources was allocated a level
of phosphorus loading, based on an overall allocation to point sources and histonc individual
point source loadings. The program established a 2:1 trading ratio, wherein point sources
received a credit of one additional pound of phosphorus above their allocation for every two
pounds of phosphorus removed from a nonpoint source that existed before 1984.

The 2:1 trading ratio was not established primarily to achieve an environmental safety
margin per se, but rather as a result of the potential for additional POTW discharges to be

' Kashmanian, Jaksch, Niedzialkowski, and Podar, "Beyond Categorical Limits: The Case
for Pollution Reduction Through Trading,” paper presented at the 59th Annual Water Pollution
Control Federation Conference/Exposition, Los Angeles, California, October 6-9, 1986.

' Industrial Economics, Inc., Case Studies on the Trading of Effluent Loads in Dillon
Reservoir, 1984. Prepared for the U.S. EPA.

1* 1983 dollars.
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assaniated with additional new nonpoint sources. New growth will contribute new nonpoint
source runoff and increase point source loads; the 2:1 ratio helps offset the increase from new
nonpoint sources. Furthermore, post-1984 nonpoint sources are subject to strict regulations that
are expected to reduce discharges from these sources by at least half. As a result, one pound
of point source discharge is expected to result in two pounds of new nonpoint source phosphorus
loading in the absence of these strict controls, and less than one pound of phosphorus loading
as a result of the controls. In order to achieve a net reducrion in phosphorus loading, therefore,
two pounds of old nonpoint source phosphorus must be reduced to offset one pound of credited
point source loading and its associated pound of new nonpoint source loading.!®

By 1990, the approach and philosophy of the trading program had changed significantly.
The sewage treatment plants, through improved operating efficiency of existing tertiary treatment
technology, achieved the highest phosphorus removal capabilities in the nation. In contrast to
the early 1980s, point source discharge is now only 2 percent of total reservoir phosphorus
loading.” Consequently, the treatment plants, discharging substantially less than their annual
phosphorus allocations, do not face an immediate need for phosphorus credits, and so have no
economic incentive to initiate trades at this time.

Because the need for trading did not materialize, the focus of phosphorus control in the-
basin shifted away from the economic incentives of achieving point source reductions through
cheaper nonpoint source phosphorus control. None of the three trading projects were undertaken
by point source dischargers needing additional phosphorus credits to meet permit conditions.
The trading program in Dillon is now driven by the reservoir's phosphorus limit and a perceived
need to offset new nonpoint sources of phosphorus with phosphorus removals elsewhere in the
watershed -- some of the credits generated by trades will be used for this purpose. In effect,
two of the three trades that have developed have been nonpoint/nonpoint source trades to offset
new nonpoint source discharges to the reservoir, rather than point/nonpoint source trades to
permit publicly-owned treatment works (POTW:s) to receive discharge credits in excess of their
wasteload allocations.

4. Fox River, Wisconsin

Although it is not an example of point/nonpoint source trading, a point/point source
trading program implemented in Wisconsin provides useful insights for the design and successful
implementation of point/nonpoint source trading programs. A description of this program is
included here for that purpose.

Since 1981, Wisconsin has allowed point sources (primarily paper mills and POTW:s)
along the Fox River to trade effluent allocations. To date, however, only one trade has occurred
because several features of the program’s design have prevented interest in trades between mills
from translating into actual trades. The single trade involved a paper mill that shut down its

'* Industrial Economics, Inc., Case Studies on the Trading of Effluent Loads in Dillon
Reservoir, 1984. Prepared for the U.S. EPA.

® Personal communication with Bruce Zander, EPA Region 8, July 25, 1991.
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treatment operafion and traded its discharge allowance to the municipal wastewater facility that
began receiving the mill’s wastewater.

The Wisconsin Deparntment of Natural Resources (WDNR) developed the program
because existing technological controls on biological oxygen demand (BOD) were insufficient
to assure compliance with applicable water quality standards. The Department prepared a total
waste load allocation and imposed more stringent limits on what individual sources could
discharge. In adopting stricter regulations, the WDNR included a limited program for
cooperative modification of administratively determined waste load limits, allowing point sources
to trade discharge allowances among themselves under certain circumstances.

WDNR only allows trading if the facility buying the rights is new, is expanding
production, or cannot meet the discharge limits in its permit even with the use of the required
abatement technology; trades for which the sole justification is cost savings are prohibited.
Trades are effective for a minimum of one year, but for not more than the amount of time
remaining on the seller’s discharge permit (at most, five years). There is also no guarantee that
discharge allowances which were sold would be reassigned to the original permit holder after
the sale period, making the sold allowances temporary rather than permanent. As a result
discharge allowances are not freely tradeable, diminishing their value. These restrictions also™
create difficulties for the point sources in planning and making capital investment decisions.?!

Numerous administrative requirements also added to the cost of trades and decreased
incentives for facilities to participate. WDNR must approve the proposed trades and modify the
permits of the trading facilities. This process can take a minimum of six months. The lengthy
permit revision process further reduces the value of the potential discharge allocations.
Additionally, transaction costs from trading became prohibitively high because there is no
brokering or banking function. The administrative approval process is also complicated by the
fact that the pollution problem is not limited to BOD, but includes toxic organic compounds from
paper mill effluents. Some proposed trades might have led to high local concentrations of toxic
pollutants and may not have passed administrative review.?

! The difference between the life of the traded permits (minimum one year, maximum five),
and the normal life of capital investments in treatment facilities reduces incentives for trading.
For example, in considering a trade, a discharger would measure the cost of reduction credits
over the permit period against the cost of reduction technology over the life of the technology.
If the control technology costs $8 million (present value, PV), and credits cost $5 million (PV)
over the life of the control technology, then the discharger would buy credits. However, if the
discharger believes technology will be necessary in S years at a cost of $8 million (PV),
regardless of whether or not credits are purchased, the relevant cost comparison is $8 for
technology now or $13 million (PV) for credits now and technology later; here the discharger
is better off buying the equipment now and foregoing trading.

22 The use of BOD as a surrogate for toxic compounds in the absence of specific effluent

standards for these compounds appears to have the potential to impede the use of BOD trading
programs.
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S. Tar-Pamlico River Basin, North Carolins

A point/nonpoint source trading program has been developed as part of the overall
nutrient management strategy to protect the water quality of the Tar-Pamlico River Basin.
Development of the program was a cooperative effort between the Basin Association, a coalition
of publicly owned treatment works (POTW:s), one industrial facility in the basin, state agencies
and environmental groups. The state agencies with key roles in the program are the Division
of Environmental Management (DEM) and the Division of Soil and Water Conservation
(DWSC). The DEM is responsible for determining the adequacy of point/nonpoint source
tradeoffs, compliance and surface water quality monitoring, and assisting in targeting nonpoint
source controls to reduce associated nutrient loadings to the basin. The DWSC is responsible
for the administration and allocation of funds generated from point/nonpoint trades to implement
nonpoint source controls.

The trading program adopts a broad approach to point/nonpoint source trading in that the
Association of point source dischargers are considered a single unit for nutrient load accounting
purposes. Further, monies generated by trading go to a fund. and are then dispensed to
implement nonpoint source controls in the basin, rather than being channeled directly to specific
projects. The fund is administered through the existing state agncuitural cost-share program that
provides monies to local soil and water conservation districts to implement best management
practices (BMPs) that reduce nutrient loadings.

The Association’s annual nutrient loading allowances have been determined for the first
phase of the nutrient management strategy (1991-1994). Annual loading allowances gradually
descend, with the 1994 amount reflecting a nutrient reduction goal of 200,000 kilograms per
year. The Association must offset discharges that exceed their total allowance in any given
calendar year with nutrient reduction credits obtained by making monetary contributions to the
BMP fund. Nutrient credits are available to the Association for $56 per kilogram of nutrient.
The credit figure was determined based on a 3:1 trading ratio and an average cost of nonpoint
source controls. Existing facilities that are not members of the Association which expand their
operations are subject to more stringent effluent limits, rather than a load allowance. Non-
Association members are eligible to participate in the trading program at a slightly higher rate;
their effluent limits will be adjusted based upon a rate of $62 per kilogram of nutrient.

To d- :, the Association has not reached its allowance -- the 1991 nutrient load was 20
percent below the allowance due to relatively low-cost operational and capital improvements that
were implemented at the POTWSs. This alleviated the nesd to make an excess loading payment
or allocate the loading allowance among member facilities. In the future, however, allocation
of member facilities’ loading allowances or the cost to offset excess discharges will likely be
based on facilities’ permitted flows as a percentage of the Association’s aggregate permitted
flow.®

B Personal communication with Malcolm Green, General Manager, Greenville Utilities
Commission, and Chair, Tar-Pamlico Basin Association, March 12, 1992,
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The Association’s responsibility for offsetting excess discharges ends with its payment
to the BMP fund. The DWSC maintains implementation and compliance authority for BMPs,
relying on local Water and Soil Conservation Districts to work with farmers to ensure proper
implementation and to conduct spot inspections to assure maintenance of BMPs. The DEM is
the regulating authority for the point source discharge community, requiring compliance
monitoring and submission of an annual report from the Association detailing nutrient loadings
for each member facility. The DEM also has final decision making authority with regard to the
adequacy of nutrient tradeoffs and allocations. This authority is exercised in DEM'’s
responsibility for NPDES permitting. The DEM has the responsibility to impose strict effluent
limits on the point sources in the program if water quality problems persist or increase because
of (or in spite of) trading. '

The terms agreed to in the nutrient management strategy also call for the development
of a estuarine computer model funded by the Association, and Association minimum payments
to the BMP fund during the first phase in the event that trades do not occur. The results of the
computer model will be used to establish total nutrient load targets and identify appropriate
nutrient management practices in Phase II of the strategy, which will begin in January 1995.

B. LESSONS LEARNED FROM PROGRAMS IMPLEMENTED TO DATE

Point/nonpoint source trading has not yet been extensively demonstrated in practice. Real
world complexities, such as variations in the effectiveness of nonpoint source controls, the
number of point sources, and likely point source load reductions due to operational changes,
make it difficult to estimate the potential impact of trading. It is clear, however, that the
"necessary conditions” outlined in Section II will play a major role in determining whether a
locality can benefit from developing a point/nonpoint source trading program (or variation
thereon).

1. The Absence of One or More Necessary Conditions Results in Delay of Trading

Without exception, the absence of one or more necessary conditions (as identified in
Section II) has resulted in a delay in trading or necessitated a shift in program design in order
for trading to occur.

° At Dillon and Tar Pamlico, the marginal cost of point source reductions has not yet
exceeded that of nonpoint source reductions. As a result, there is not yet an
economic incentive to trade.

Through operational changes and minor capital improvements, point sources at Dillon
and Tar-Pamlico were able to significantly reduce their loadings prior to turning to nonpoint
sources for reduction credits. This opportunity was identified by engineering studies that were
part of the development of each program.

At Fox River (a point/point source trading program), the marginal cost of in-plant loading
reductions never exceeded the marginal cost of the tradeable reductions. Administrative and
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transaction costs associated with trading appeared to have played a significant role in increasing
the potential cost of trading above the level where trading might otherwise be viable.

° At Cherry Creek, Dillon, and Tar-Pamlico, point source loads are not yet limiting,
i.e., actual load is less than allowed load. As a result, there is no need to trade to
ofTset excess loading.

As a result of the improvements at point sources at Dillon and Tar-Pamlico, the point
source discharges are below their allowed levels and trading i1s not necessary. The Tar-Pamlico
point source load is currently 13 percent below that allowed. Over the next several years,
however, the allowed load decreases, potentially constraining point source discharges,
compelling them to meet their allowed load through improved treatment or offset their excess
load by funding nonpoint source controls.

Cherry Creek point source loads have not yet approached allowed loads as a result of
slower than anticipated population growth. It was originally anticipated that established levels
would be exceeded in 1990. An additional condition for trading at Cherry Creek has also not
been met (i.e., nonpoint source loads have not been reduced by SO percent).

. At Dillon, point source loads are not considered significant. As a result,
point/nonpoint source trading has been delayed, and the program is now focussing
on nonpoint source reductions.

Point source phosphorus loads at Dillon now account for only 2 percent of total basin
loading. This acts as a constraint to the volume of existing nonpoint source phosphorus that can
be controlled through trading -- there is not point source phosphorous to "leverage” against
existing nonpoint source loadings. Even under a hypothetical zero discharge limit for point
sources, a functioning point/nonpoint source trading program in Dillon would remove only 400
pounds of nonpoint source phosphorus -- out of an allocation of approximately 2,000 pounds —
based on current point source discharges and a 2:1 trading ratio.

As a result, the Dillon program now focuses on mitigating new nonpoint source loads
through nonpoint/nonpoint source trading and offset requirements. For example, in one
completed trade, reductions obtained through nonpoint source controls will be credited to a new
public golf course under an offset program that requires any projects that contribute new

nonpoint source phosphorus to obtain equivalent nonpoint source phosphorus removals
elsewhere.

In the design stages, it appeared that the necessary conditions for trading would be met
and trading would begin soon after the three programs -- Cherry Creek, Dillon, and Tar-Pamlico
-- were implemented. Certainly, the programs meet other important conditions, including: an
appropriate waterbody with point and nonpoint sources of nutrients, suitable water quality data,
water quality targets and established load allowances, technology standards, administrative
framework, and enforcement mechanisms. At Cherry Creek and Dillon, anticipated population
growth that would have driven point source loads to their limit has not yet materialized. At
Dillon and Tar-Pamlico, point source engineering modifications unanticipated at the outset of
the program have enabled point sources to stay well below their allocated load.
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2. The Presence of Necessary Conditions Supports Watershed-Based Water Quality
Management and Provides an Administrative Framework for Future Trading

Despite limited trading, the experiences at the programs to date affirm the importance
of the identified necessary conditions that were present in these programs and provide broad and
useful lessons for program planning, design, administration, and enforcement.

o Total maximum dally or anoual pollutant loads provide a practical base against
which to establish and measure load reductions.

At Tar-Pamlico, annual maximum loads were established for the point sources, making
it clear when trading will be necessary: when actual loads exceed allowed loads. At Dillon,
the establishment of the maximum load was, in some respects, more effective as a proactive
planning tool, rather than as the primary method to improve water-quality limited waterbodies,
because an independent strategy to control nonpoint sources became necessary.

° Sufficient data and information about pollutant loading and water quality effects
must be available to develop water quality targets and translate the targets into
nutrient reduction goals and allowable loads.

Both the Dillon and Tar-Pamlico programs illustrate the importance of these conditions,
not only in designing the trading program, but also in establishing a basinwide approach to water
quality planning and management. At Dillon, monitoring data are used in conjunction with the
Dillon Water Quality model to evaluate current control strategies and predict the impact of future
development. As modeling capabilities become more sophisticated and monitoring data
accumulates, the load allocation process can be tailored more effectively to address the water
quality problem. At Tar-Pamlico, program developers were able to translate a water quality--
based goal into a nutrient reduction goal and a declining schedule of allowable point source
nutrient loading.

The importance or accurate and comprehensive data is reflected by Tar-Pamlico’'s
investment (supported by significant EPA funding) in a more sophisticated estuanine computer
model to provide information for the next phase of the program, and in Chatfield’s investment,
prior to formal consideration of trading, in basin modeling. The availability of monitoring data
and sufficient models will directly affect the amount of time required to develop and allocate a
maximum daily load and, if necessary, a trading program.

A water quality-based regulatory approach, above and beyond technology-based
requirements is only possible with adequate monitoring data and computer modeling capabilities.
Water quality data and appropriate models must be available to evaluate relative impacts from
point and nonpoint source loads along with the implications of alternative control strategies to
meet a water quality standard.

° It is necessary to have detailed information about point source faclllities in order to
determine the relationship between the marginal costs of point and nonpoint source
controls.
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The engineering evaluation of the dischargers’ facilities showed that the Tar-Pamlico
basin could achieve significant nutrient reductions through relatively simple and inexpensive
POTW modifications. This is an important condition of the trading program because it provides
the regulator and the regulated community with better information about the Cypes of available
reductions and their costs. It also establishes an accurate marginal cost basis for trades,

providing a starting point from which to develop appropriate nutrient reduction targets and
reduction credit fees.

° A comprehensive basinwide management approach, rather than a focus on point
sources iD isolation, provides opportunities to achieve least-cost pollutant reductions.

By including nonpoint source load reductions as altermatives for point source ioad
reductions, load reductions can be achieved at least cost. For example, at Dillon, the least
expensive in-plant upgrades were initiall'y estimated at $730/lb reduction while nonpoint source
load reductions appeared to be available for slightly over $200/lb (accounting for the 2:1 trading
ratio). At Tar-Pamlico, point source upgrades were anticipated to cost between $50 and $100
million, $250 to $500/kg reduction, while nonpoint source load reduction could be achieved for
$56/kg (accounting for an average 2.5:1 trading ratio). When trading begins at these two
programs, cost-savings could be substantial.

° A comprehensive approach also provides opportunities for targeting reductions to
areas where they will be most effective and are most needed.

The Dillon expenence illustrates this point. By considering the relationship between
point, nonpoint, and background sources of phosphorus to the reservoir, local officials
determined acceptable maximum pollutant loadings to meet an in-lake standard. As a resuit of
this approach, it was determined that nonpoint sources pose the greatest threat to water quality.
The consequent shift in the focus of the program will concentrate phosphorus removal at
nonpoint sources.

At Tar-Pamlico, the administration of the trading program includes instructions to the
agency implementing the nonpoint source load reductions to prioritize installing controls that
have the highest potential and efficiency for nutrient removal. The program includes institutional
mechanisms to facilitate targeting nonpoint source controls to local trouble spots and provides
for annual report and evaluations.

o The administrative framework for the trading program is not only important for the
development of the basinwide approach, but may be critical for achieving desired
putrient reductions through trading.

When trading begins at Tar-Pamlico, it appears that the prospects for success are partially
dependent on close cooperation between multiple control authorities, including a department

responsible for water quality management and a department responsible for agricultural nonpoint
source control.

° Enfoccement mechanismns are important in creating compliance incentives where
economic incentives are abseat or fail.

27



Poins Source/Nonpoint Source Trading

At the Tar-Pamlico program, the regulating agency reserves the right to impose strict
effluent limits on point sources participating in trading if local water quality problems persist or
arise as a result of trading. This is important because in this program, the point sources bear
no direct responsibility for the implementation and maintenance of the nonpoint source controls
installed in exchange for point source load reductions.

. Thelocal community, including environmental organizations. must support a trading
program as a method to achieve water quality objectives.

An unusual coalition of traditional adversaries came together to develop Tar-Pamlico's
nutrient trading program as a creative approach to overcoming water quality problems. Support
from interested parties, particularly the regulated community, has traditionally been an important
element in successful pollution control programs.

. If the program involves agricultural BMPs and will be implemented through a cost-
share program, there must be sufficient farmer demand for funding in excess of any
ongoing cost-share program to support point/nonpoint source trades in order to
supplement, not supplant, ongoing nonpoint source control efTorts,

In the Tar-Pamlico basin, the trading program is designed to achieve specified load
reductions from nonpoint sources in_addition to whatever reduction is being brought about
through other nonpoint source control programs (specifically the effect of the existing cost-share
program). Therefore, it would be inappropnate for the new funding from point sources
replace (and thereby reduce) state funding for the existing nonpoint source control programs.

Additionally, farmers typically participate in voluntary nonpoint source load reduction
programs to the extent that it is cost-effective to do so. although profitability is not the only
criteria that the farmer considers. Compliance with existing regulations is also an important
factor.

° Regulatory requirements that increase the transaction costs associated with trading
but that fail to provide an offsetting value in terms of compliance and enforcement
may be sufficient to cause a trading program to fail.

Under some level of regulation, transaction costs and uncertainty about approval of trades
will drive the marginal cost of the reduction credit above that for point source controls, impeding
the development or continuance of a trading program. Careful consideration should be given
to the tradeoff between regulatory constraints on trading and the cost-effectiveness of trading and
provisions that ensure compliance with environmental standards with a minimum of transaction
cost.

. Trading ratios that account for uncertainty can be established without eliminating
economic incentives to trade.

The Dillon program established a trading ratio of 2; 1 to account for new nonpoint source

loads, typically accompanying development, that produce additional point source loads that
necessitate trading. The Tar-Pamlico program established a 3:1 trading ratio for cropland
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nonpoint source controls and 2:1 for animal and animal waste nonpoint source controls in order
to provide a safety factor and account for the uncerinty in the effectiveness of the nonpoint
source controls.

. It may be important to build flexibllity into the trading program design, as
condigions may change over the course of the program.

The Dillon program was flexible enough to continue pursuing nutrient load reductions
even after point source reductions were no longer the most necessary and cost-effective option.
The administrative framework was flexible enough to recognize and manage nonpoint/nonpoint
source trading and an increased dependence on offsets to achieve nutrient reduction goals.

3. Costs and Benefits Associated with Point/Nonpoint Source Trading Programs

While the dollar values of costs and benefits of point/nonpoint source trading programs
will vary across waterbody size and program design, the categories of costs and benefits are
common among most trading programs. One example, is the category of transaction costs,
which includes the costs of program development. These costs can be significant. For example,
EPA and point sources at Tar-Pamlico have respectively contributed $500,000 and 400,000 thus
far to the development of an estuarine computer model of the basin, and point sources will
contribute $150,000 for two additional staff positions at the agency implementing nonpoint
source reductions, and a minimum of $500,000 for nonpoint source reductions even if they do
not require point source load reduction credits through 1994. EPA also contributed
approximately $453,000 to the Tar-Pamlico program: $400,000 for the development of the basin
nutrient model, and $53,000 for the monitoring and tracking of nonpoint source pollutants.

Benefits can be gauged by comparing marginal costs for point source load reductions to
those for nonpoint sources. At Dillon, it was estimated that further point source reductions
would cost between $860 and $7,861 per pound reduced, while nonpoint source load reductions
would cost between $67 and $119 per pound. At Tar-Pamlico. extensive point source upgrades
were estimated to cost between $250 and $500/kg reduced, while nonpoint source reductions
were priced at $56 per kilogram point source credit for Association members and $62 for non-
members.*

The most common categories of costs and benefits are listed below.

M Actual costs for nonpoint source reduction are approximately $19 per pound on cropland
and $28 per pound for animal waste; the trading ratios are 3:1 and 2:1, respectively.
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COSTS OF POINT/NONPOINT SOURCE TRADING
Initial modeling to determine pollutant sources and wasteload allocations.”

Permitting costs to establisb discharge levels in permits with and without trading
("without” levels would be set in the absence of a trading program).

Review and approval of individual trades by a cootrol agency.
Administration of both trading and noopoint source control programs to ensure
compliance (assuming that noopoint source control programs would not otherwise

be pursued).

Cost of negotiating and traasacting trades.

BENEFITS OF POINT/NONPOINT SOURCE TRADING

Direct cost-savings to the dischargers from being able to take advantage of lesser-
cost pollution control optioas.

Providing a greater level of nonpoint source pollution cootrol than would have
occurred io the absence of trading.

The primary social benefit is the achievement of a desirable level of water quality
at least cost. This has positive implications for fishermen, recreational users,
commercial and industrial users of water, etc.

Increased awareness and use of nonpoint source contro! options, and some degree

of regulatory involvement in ensuring the effectiveness of noopoint source cootrols.

An additional benefit may be increased emphasis on water quality standards and overall

basin-wide cooperation in pollution abatement. PoinUnonpoint source trading provides a
framework and mechanism for instituting a watershed or water-segment approach to water
quality management and planning. These types of benefits are not quantifiable from a benefit-
cost perspective, but in the long run, it will probably result in more sustainable environmental
protection, thereby producing diverse future benefits that could be quantified.

¥ This is not necessarily a cost of a trading program because models are needed for any

TMDL appraach. Costs for. modeling are often site-specific depending on size and complexity
of the watershed and the number of dischargers.
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IV. POTENTIAL SCOPE OF POINT/NONPOINT SOURCE TRADING

While not all waterbodies are likely to fulfill the necessary conditions for impiementing
a trading program, it is possible to estimate the universe of waterbodies that could porennally
benefit from trading. These waterbodies fall into two general groups -- those that currently have
water quality problems, and those that are likely to develop water quality problems as a result
of rapid growth and associated increases in loadings. To be likely to benefit from trading, either
type of waterbody must have both point sources and nonpoint sources contributing to the actual
or potential water quality problem in the waterbody.

A. USING THE WATERBODY SYSTEM TO ESTIMATE TRADING POTENTIAL

The data available for evaluating the characteristics of waterbodies for policy and
planning purposes is reported in biennial status reports -- called Clean Water Act Section 305(b)
reports -- on the quality of surface and ground waters. EPA has developed a databank known
as the Water Body System (WBS), designed to track state assessments of water quality for
surface waters using information prepared for 305(b) reports. The WBS currently contains
41,733 waterbodies;*® Table 3 identifies the states and territories that report in the WBS and
those not in the system. One "waterbody” may be an entire creek, river, lake, or estuary, or
a segment or reach of a creek, river, lake, or estuary (depending on each state's reporting
method). For example, Long Island Sound is reported as one data item (one "waterbody”),
whereas the St. Johns River comprises five data items.

For each waterbody assessed, states provide information on whether waterbodies are fully
supporting their state-defined designated uses and on the general causes and sources of pollution.
These designations are the only available measure for identifying water-quality limited
waterbodies. Ambient water quality monitoring in specific waterbodies is the method of
gathening the raw data used by the states to make water quality assessments. Despite several
limitations of the WBS (detailed below), the WBS provides the only national database to assess
the number of waterbodies that might benefit from trading.

1. Potential Trading Scope in Waterbodies with Current Water Quality Problems

Several retrievals were made from the WBS to estimate the number of waterbodies in the
country that may benefit from pollutant trading. Retrievals were made for waterbodies impacted
by nutrients, toxics/general (including pesticides, organics, metals, ammonia and pollutants of
unknown toxicity), toxics/metals only, pathogens, and salinity. As stated earlier in this report,
toxics trading is not being investigated by the EPA; the two estimates for toxics were retrieved
and are provided for illustrative purposes only. Table 4 presents the potential universe of

% The WBS contains a total of 54,566 waterbodies, but does not have assessment
information for 12,833 of them.
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currently water quality-limited waterbadies that could benefit from tading as identified by the
WBS. An explanation of the selection criteria used for each retrieval follows the table.

TABLE 2

WBS Participants and Non-Participants

States & Territories Jg the WBS Not in the WBS
Arizona Minnesota Rhode Island Alabama
Connecticut Mississippi South Carolina Alaska
Delaware Missouri South Dakota Arkansas
Dist. of Columbia Montana Tennessee California
Florida Nebraska Texas Colorado
Hawaii Nevada Vermont Georgia
Illinois New Jersey Virgin Islands Idaho
[owa North Carolina Virginia Indiana
Kansas North Dakota Washington Louisiana
Kentucky Ohio West Virginia New Mexico
Maine Oklahoma Wisconsin New Hampshire
Maryland Oregon Wyoming New York
Massachusetts Pennsylvania Utah
Michigan Puerto Rico

TABLE 3

Number of Waterbodies in WBS Not Fully Supporting Designated Uses
That Could Benefit From Point/Nonpoint Source Pollutant Trading

T'ype of Pollutant for Trading Potential Waterbodies benefitting
NUTRIENTS 943
TOXICS - GENERAL 1,288
TOXICS - METALS ONLY 835
PATHOGENS 835
SALINITY 79

The universe of water quality-limited waterbodies that might benefit from trading for
various types of pollutants was retrieved from WBS using the following selection criteria:

V. State designated uses partially or not supported, or overall use partially or

not supported; and
2. Industnal or municipal point sources present; and
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3a.  For NUTRIENT retrieval -- agriculture, or silviculture, or construction,
or urban runoff/storm sewers, or resource extraction, or land disposal, or
hydromodification sources present,
3b. For all other retrievals -- construction, urban runoff/storm sewers, or
hydromodification pollution sources present; and
4. For each respective specific pollutant, causal factors of
“a. Nutrients
b. Pesticides, priority organics, nonpriority organics. total toxics, metals,
poliutants designated as “unknown toxicity", and ammonia
c. metals only
d. pathogens
e. salinity/total dissolved solids/chlorides

It is estimated that 943 waterbodies could potentially benefit from nutrient trading. This
estimate includes waterbodies with: (1) designated uses not supported; (2) industnial or
municipal point sources present; (3) nonpoint sources including agriculture, urban runoff, and -
land disturbing activities: and (4) nutrients as a causal factor. Map | on the next page
graphically depicts the distribution of these 943 waterbodies. Table S identifies the number
estimated for each state for which at least one waterbody was retrieved. An itemized list of
these waterbodies appears in Appendix C.

TABLE 4
Waterbodies for Immediate Nutrient Trading Consideration

by State
Illinois 221 Pennsylvania 45 Washington 19 Rhode Island 7
Florida 129  Maryland 29 Minnesota 17 North Dakota 5
West Virgima 78  Massachusetts 27 Wisconsin 16 Texas 4
Iowa 56 Vermont 27 Arizona 14 Delaware 2
Mississippi SO New Jersey 22 Kentucky 12 Ohio 2
Virginia 49  North Carolina 22 Puerto Rico 10 U.S. Virgin Islands 2
Tennessee 47  Connecticut 19 Montana 9 Maine 1
South Dakota 1
Washington D.C. 1

As the list above and Map 1 indicate, most of the immediate nutrient trading
opportunities are in the east, in the mid-Atlantic region. There also appear to be significant
opportunities in the Mississippi and Missouri River Valley states. Because the WBS does not
include data for all SO states, there may be additional waterbodies in which nutrient trading may
be beneficial.

Trading is likely to be feasible in only a subset of these waterbodies. This estimate of

943 should be interpreted as a first-cut analysis of waterbodies where trading may be beneficial
now or in the future. While the waterbodies are currently water quality-limited and have
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nutrient pollution present, they are not necessanly water quality-limited due 0 nutrients -- some

other pollutant may be responsible for this designation. Furthermore, while these waterbodies
have nutrient pollution and both point and nonpoint sources, they do not necessarily receive
nutrient discharges from both types of soucces. Consequendy, all of the 943 waterbodies may
not meet the conditions necessary to benefit from trading.

To obtain a complete set of waterbodies where nutnent trading may prove to be
beneficial, it is also necessary to estimate the number of waterbodies that are got currently water
quality-limited for any pollutant, but have met all other criteria for trading. These waterbodies
were retrieved from WBS and are discussed below.

2. Potential Trading Scope in Waterbodies Not Curvently Water Quality-Limited

The WBS contained only 142 waterbodies that are currently nor water quality limited and
have point sources. Of these, 65 had nutrients as a causal factor. of the 6S, only 17 had
nonpoint sources present and could potentially benefit from trading for nutrients. This retneval
was made using the following selection criteria:

1. State designated uses supported or threatened; or
overall use fully supported or threatened;

2. Exclude waterbodies where state designated use is partially or not supported, and
waterbodies where the overall use is partially or not supported;

3. Nutrient loading a causal factor; .

4, Construction, urban runoff/storm sewers, or hydromodification pollution sources
present; and

5. Industrial or municipal point sources present.

The map on the next page graphically depicts the distribution of these 17 waterbodies.
The waterbodies that may benefit from nutrient trading in the future are distributed as follows:
Vermont, 5; Tennessee, 4; Washington,3; Mississippi, 2; and Minnesota, West Virginia, and
Wyoming, 1 each. This analysis retrieved very few waterbodies that are currently not water
quality limited but that may become water quality limited due to nutrients in the future. This
small number (17) is largely a result of the fact that there are very few waterbodies in the WBS
that are not water quality-limited and also have point sources (only 142 waterbodies out of

41,733). Again, the actual number may be higher because the WBS does not contain data for
all states.

The types of events that could drive these waterbodies to water quality-limited status and
to a situation where they could benefit from trading can be grouped into three categories:
population growth, facility aging and/or failure of existing technology, and exogenous factors.
These events could also create circumstances in the group of the 943 currently water quality-
limited waterbodies that do not receive nutrient discharges from both point and nonpoint sources
such that they would benefit from trading in the future.

Population growth will influence the potential for trading by expanding the amount of
nutrient loading and the number of sources. Since population growth increases wastewater
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volume and greater nutrient loading, it may become necessary to expand existing facilities ar
build new ones. Expansions in industrial and commertal nutrient loadings may also accompany
population growth, resulting in increased point source discharges of nutrients. New nonpoint
sources and expansions of existing nonpoint sources almost always accompany populafion
growth.

Facility aging or failure could result in the need for expensive upgrades in order to meet
technology-based and water quality standards. In lieu of expensive upgrades, it may be possible
in some situations to make less expensive repairs to point sources and permit point-nonpoint
source nutrient trading to meet established standards.

Exogenous factors that may result in opportunities for trading include a pattem of severe
weather events and/or land disturbances unrelated to population growth.

3. Limitations of the WBS Data

The WBS data are limited in several respects that affect the quality of the estmates
presented above. Limitations include: inability to link causal factors with sources; an
incomplete data set; counting segments of the same watershed as separate waterbodies; and
incomplete or missing information about the number of sources.

It is important to note that the waterbodies cited above were identified solely on the basis
of data defining existing factors -- specifically, the presence of point sources, nonpoint sources
and the specified type of pollutant. While selection can be made on the basis of one or more
causal factors (e.g., nutrients), the fact that a waterbody is selected on the basis of causal factors
and sources does not necessarily indicate that the waterbody is water-quality limited as a result
of the type of pollutant being evaluated. It is also not possible to link the cause of pollution to
the sources of pollution -- while both point source and nonpoint source may be present, they may
not both contribute to all poliutant types present. The estimate, therefore, is most useful as a
guide to the largest number of waterbodies where trading might be feasible, within a limited data
set.

The indication of potential waterbodies that could benefit from trading is not a complete
representation of the nation-wide potential for two reasons: the WBS does not include all states;
and the data for the participating states may be incomplete. Participation in the WBS is
voluntary, so not all states have data in the WBS. The WBS currently includes 37 states, the
District of Columbia, two of the four trust territories, and two interstate water commissions, the
Delaware River Basin Commission and the Ohio River Valley Sanitation Commission (see Table
3).

On the other hand, the WBS retrieval may over-report the potendal waterbodses for
trading in the participating states for two reasons. First, waterbodies are defined in the WBS
as one or more reach segments which can vary in size, (e.g., the Peace River in Florida is 13
separate data items) so many of the "waterbodies” retrieved from WBS may be segments of the
same waterbody and units smaller than a watershed. Second, the WBS cannot link the cause of
pollution (i.e., nutrients) to the sources of pollution so the waterbodies retrieved from WRBS may
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not have both point and nonpoint source contributions to nutrient loadings (neither all point
sources nor all nonpoint sources can be assumed to contribute nutrients).

The WBS is useful for identifying waterbodies where trading may be beneficial. It
cannot, however, be used to determine the actual pollution reduction benefits that might accrue
due to trading. Imporant information that is not available through the WBS includes:
(1) number of point and nonpoint sources in a waterbody; (2) the volume of discharge from each
point or nonpoint source; (3) nutrient and other pollutant lcadings from each source; and (4) the
current level or technology employed for treatment. Once waterbodies have been identified,
however, it may be possible to use other sources of data collected on the state or local level to
determine whether trading is, in fact, a possibility, and what the potential benefits from trading
might be.

B. ALTERNATE DATABASES EVALUATED FOR ASSESSING THE POTENTIAL
UNIVERSE OF WATERBODIES FOR POINT/NONPOINT SOURCE TRADING

Despite the limitations outlined above, the WBS provided the best existing information
for evaluating the potential scope of point/nonpoint source trading. There are other databases
that contain water quality information, but for one reason or another cannot currently provide
information in a form that is usable to estimate the potential trading universe or the benefits from
trading. Other databases investigated are listed below, accompanied by comments about their
primary drawback or limitations.

RFF National Water Quality Model. The RFF Model covers individual point source
and nonpoint sources at the county level. While the model s useful for modeling nonpoint
source runoff from specific land areas, it is not useful for the purposes of assessing a national
estimate of trading opportunities.

Environmental Data Display Manager (EDDM). EDDM is not designed to make
global searches for specific water quality charactenstics. Consequently, the data retrieved from
EDDM would be highly disaggregated on a site-specific basis and not in usable form for an
estimate of the potential universe of waterbodies. EDDM is an interactive program to retrieve
water quality data on a site-specific basis. Using EDDM, water quality data can be retrieved
from STORET and EPA's Permit Compliance System (PCS) for specific industrial/municipal
dischargers by concentration (minimum, average, or maximum) or loading (average, maximum).
Both permit limits and discharge monitoring reports can be retrieved from PCS. Finally,
EDDM provides five selection criteria to retrieve water quality data: reach number, NPDES
permit number, reach name and state, city name and state, or STORET station and agency code.
The loading data available in EDDM appears to be from PCS. EDDM does not, however,
include data on state water quality standards, which would be necessary to determine if trading
is, in fact, potentially beneficial, or the extent of potential benefits.

STORET. This data base could be used to retrieve ambient monitoring data for selected
waterbodies for specific water quality parameter codes representing nutrient discharges.
Although information on ambient water quality can be aggregated through customized STORET
retrievals, it can be difficult to get such aggregate information from STORET. Without
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information on state water quality standards for nutrients, aggregate information from the
database may be of limited use in identifying waterbodies that are violating state water quality
standards for nutrients, if such standards have been adopted.

Permit Compliance System (PCS). This database includes information about permit
limits and discharge monitoring reports. Infonmation can be retrieved on the basis of specific
industrial/municipal dischargers by concentration (minimum, average, or maximum) or loading
(average, maximum). Much of the point source discharge monitorning data is reponed as
concentration rather than loadings. To the extent that loading information is incomplete, PCS
is of limited value for a broad nationwide analysis of potential trading.

Agricultural Noapoint Source Tracking System (AGTRACK). AGTRACK can
identify specific waterbodies for which an agricultural impainnent was repornted in the 1988
section 319 or 305(b) reports. For those waterbodies, all reponed water quality impainnents
in addition to agricultural impairments also are cited in AGTRACK. The major limitations of
AGTRACK are: it provides information only for agncultural impairments; its coverage and
quality varies from state to state; and it does not contain nutrient loading data (although it does
report the contribution of nutrients to waterbody pollution in ordinal categories, i.e., high,
moderate. slight).

Section 319 List. These are state 319 nonpoint source poliution assessment reports. It
is difficult to compare these lists among the states because each state compiled its list of waters
with nonpoint source impairments in a different way.

Section 304(1) List. This 304 (1) Long List refers to those waterbodies identified by
states (and approved by EPA) where water quality standards are violated for any pollutant at any
time. While this list contains those waterbodies with a Jongstanding pattern of failure to meet
water quality standards, the water quality problem that resulted in a waterbody’s appeanng on
the 304 list may or may not have resulted in its appearing in the WBS, and it is not clear there
is good translation between the 304(1) and WBS universes.

39



Point Source/Nonpoint Source Trading
V. POINT/NONPOINT SOURCE TRADING UNDER THE CLEANIWATER ACT

A. BACKGROUND

The Clean Water Act does not directly authorize (nor does it prohibit) effluent trading.
Nonetheless, existing trading programs involving nonpoint sources have not encountered
difficulty in being established in a form that conforms to the exising CWA regulatory
framework. The Act does contain provisions that help programs 10 meet the necessary
conditions for success, and EPA and some states have taken initial steps to facilitate trading
within their respective water quality and nonpoint source control programs.

Both federal regulations and EPA guidance developed to implement TMDLs permit the
use of trading within the initial wasteload/load allocations. EPA's TMDL guidance explains the
TMDL process for point and nonpoint sources, establishing the basis for poin¥point,
point/nonpoint, and nonpoint/nonpoint source trading.”

B. THE TMDL PROCESS

For those waterbodies where water quality standards have not been met through effluent
limitations, the next step is for states to establish a tomal maximum daily load for certain
pollutants "at a level necessary to implement the applicabie water quality standards with seasonal
variations and a margin of safety which takes into account any lack of knowledge conceming
the relationship between effluent limitations and water quality” [§ 303(d)(1)(C)]. States must
also provide a system for allocating those maximum loadings among all dischargers in the
affected waters [40 CFR 130.1 - .15]. To do this, states establish wasteload allocations (WL As)
for point sources -- the portion of a receiving water’s loading capacity (the greatest amount of
loading that a waterbody can receive without violating water quality standards) that is allocated
to one of its existing or future point sources of pollution -- and load allocations (Las) for
nonpoint sources and natural background (the portion of a receiving water's loading capacity that
is allocated to one of its existing or future nonpoint sources of pollution) in order to determine
the TMDL. The TMDL is the sum of all WLAs and Las.

The TMDL process fulfills many of the conditions necessary for establishing a trading
program -- particularly the establishment nutrient reduction goals to achieve a water quality
target and limiting allocations to point sources and nonpoint sources, as well as the need for
comprehensive data and modeling.

The regulatory definition of total maximum daily load expressly states that "if best
management practices or other nonpoint source polluton controls make more stringent load
allocations practicable, then wasteload allocations can be made less stringent. Thus, the TMDL
process provides for nonpoint source control tradeoffs® [emphasis added, 40CFR 130.2(i)).

? Guidance for Water Quality-based Decisions: The TMDL Process. U.S. EPA, April 1991.
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Here, too, the regulations implementing section 303(d) of the CWA approach recognize
trading can be used to achieve water quality sandards. The concept of radegffs here refers to
oades between point source and nonpoint source load allocations as the allocations are being
initially established in the development of the TMDL. The concept of ¢(rading is not explicit in
these regulations; the use of the term "trading” in this context means that additional allocation
shifts could occur after the TMDL was established, and would be a mechanism to meet the
TMDL in the most cost-effecive manner. This concept is outlined in Appendix D of the
Guidance for Water Qualiry-based Decisions: The TMDL Process.” Without language referring
to trading, and in the absence of other language elsewhere in regulation or in the CWA, load
allocations under a TMDL otherwise appear to be fixed. Language referencing trading couid
make the variable allocations (i.e., trading) a clearer option to states implemeating programs to
meet water quality standards.

C. THE CLEAN AIR ACT: A TRADING MODEL

The Clean Air Act contains language in several sections concerning emissions trading that
could be used as a model in the CWA to permit point/nonpoint source trading. The most
detailed language is found in § 403(b) (acid deposition). Here, new language (adopted in the
1990 CWA amendments) specifically states that "allowances allocated under this title may be
transferred among designated representatives of . . . affected sources.” Detailed requirements
outlining allowance distribution, trading, tracking and other features of the program are outlined
in the Clean Air Act. Title IV of the CAA amendments also includes market-based approaches
to regulation. l.anguage in Title I'V permits utiliies achieving emissions levels below legal
standards to trade, auction, or sell emissions allowances to other utilities unable to reduce
emissions more cheaply.

More generally, there are other sections of the CAA that contain language that could be
effective in the context of the CWA. "Economic incentives such as fees, marketable permits,
and auctions of emissions rights” are included as options for control of standard air pollutants
(i.e., not acid deposinon) in state implementation plans (§ 110(a)(2)(A) and (C)). Plans for
areas that do not attain air quality standards may include provisions for "economic incentives
such as fees, marketable permits, and auctions of emissions rights.” In "Serious” and "Severe”
nonattainment areas, states may elect to adopt an economic incentive program that may include
". . a nondiscriminatory system . . . of marketable permits"[§ 182(g)(3)(C) and (4)(A)].

The CAA also contains some language about offsets for new sources that may be
applicable to effluent trading, particularly for point/point source and nonpoint/nonpoint source
trading [for example, see §173(b), (c)). Under a TMDL, new sources will not have any
allocation. Thus, authorities may not grant permits to facilities in water quality limited segments
unless that facility will not cause or contribute to the violation of applicable water quality
standards. This approach is similar to that now applied to the location of new facilities under
the Clean Air Act, where pressure for new industrial growth results in the imposition of
increasingly stringent requirements on existing sources in order to permit new faciliies %o

% U.S. EPA, April 191.
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operate without violation of applicable standards. Under the CAA, if a proposed new source
will increase a facility’s cumulative annual emissions above the established amount for a given
pollutant, an opevating permit will be denied unless the applicant can buy emissions offsets from
a nearby facility. This approach could apply to both point source WLAs and to nonpoint sources
Las under the CWA.

D. ALTERNATIVE APPROACHES FOR CLEAN WATER ACT
REAUTHORIZATION

1. Guidance

EPA could draft guidance conceming the implementation of trading programs to meet
water quality standards. Even in the absence of statutory changes, guidance that assists local
agencies to implement trading programs, in addition to that already provided in establishing
TMDLs, might be useful to those junsdictions that determine that point/nonpoint source trading
could help them to resolve nutrient pollution problems. Guidance would cover, at a minimum,
the following topics:

. The theoretical basis and rationale for trading;

. Reference to existing TMDL guidance and a discussion of the role of a trading
program in relation to TMDLs;

. Data requirements to establish a trading program, including water quality
standards, potential point source reductions under existing technology, wasteload
allocations, and anticipated nonpoint source reductions;

. Program design options, including delineation of the trading area and the potential
impact of regulatory requirements;

. The selection of appropriate trading ratios

. Necessary permit requirements, including meeting CWA requirements and
wasteload allocation regulations;

. Monitoring and enforcement of permit requirements;

. Nonpoint source control monitoring and implementation;

. Community acceptance issues; and

. Achievement of water quality standards under a trading program, including the

need for permit re-opener clauses.
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2. Policy

The Clean Water Act could state that point/nonpoint source trading is an approved
approach to meeting water quality standards. Altematively, EPA could proactively establish a
clear policy in the form of testimony before Congress, public addresses made by Agency
of ficials, and published articles and reports.

3. Technical Assistaoce

EPA could be required to provide technical assistance to jurisdictions that are considering
implementing a trading program. Such assistance could include: publicabons analyzing
examples of existing trading programs. developing models of state and local laws and regulations
that may be necessary to implement a trading program; providing inforiation on types of local
governmental jurisdictions that can oversee and implement trading programs, providing
assistance with water quality modelling to determine maximum load targets; and providing
assistance with cost-effectiveness evaluations to determine whether adequate incentives for
trading are likely to exist. Again, EPA could proactively pursue this option as resource
constraints allow.

4. Funding

Funding for some aspects of implementing point/nonpoint trading programs may be
available under a variety of existing EPA programs, especially training and demonstration grants
available under Section 104(b)(3), Clean Lakes program grants under Section 314, or nonpoint
source pollution control grants under Section 319. Identification of existing programs, their role
in a trading program, and steps necessary to apply for funding would be useful to a local
jurisdiction that is interested in implementing a trading program. Another option that could
stimulate point/nonpoint trading programs would be a CW A change that specifically expands the
eligibility of such programs to coverage under the State Revolving Fund (SRF) program.
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Nutrient Trading in Dillon Reservoir

INTRODUCTION

Point/nonpoint source nutrient trading was developed as part of an innovative nutrient
reduction strategy to prevent eutrophicahon of Dillon Reservoir. a man-made impoundment 70
miles west of Denver, Colorado. Situated in mountainous Summit County, one of the fastest
growing counties in the nation, Dillon Reservoir provides several million dollars of economic
benefits to the region in addition to over one-half the water supply nesds of the Denver Water
Board, owner and operator of the reservoir.'

When phosphorus accumulation threatened the integrity of the reservoir in the early
1980s, local officials developed the Dillon Water Quality Management Plan to protect future
water quality. The plan includes limits on total phosphorus loadings to the reservoir (allocating
the total load among all sources) and the nation's first point/nonpoint source phosphorus trading
program. The trading program was adopted as part of the plan after an economic study and
erosion control demonstration project showed the greater cost-effectiveness of nonpoint source
controls compared to available upgrades in wastewater treatment.

Since 1990, however, the approach and philosophy of the trading program has changed
significantly as a result of shifts in economic incentives. Wastewater treatment plants, through
improved operating efficiency of existing tertiary treatment technology, have achieved some of
the highest phosphorus removal capabilities in the nation. In contrast to the early 1980s, point
source discharges are now only a small fraction of total reservoir phosphorus loadings.
Consequently, the treatment plants discharge substantially less than their annual phosphorus
allocations and do not face an immediate need to obtain phosphorus reduction credits. None of
the three trading projects that have been undertaken were initiated by point source dischargers
in need of phosphorus credits to meet permit conditions.

Because the need for point/nonpoint source trading did not materialized, the focus of
phosphorus control in the basin has shifted away from the economic incentives of point sources
achieving reductions through cheaper nonpoint source phosphorus control. Instead, the trading

~program in Dillon has been driven by the reservoir’s phosphorus limit and a perceived need to
offset new nonpoint sources of phosphorus with phosphorus removals elsewhere in the
watershed. In effect, two of the three trades that have developed have been between nonpoint
sources to offset new nonpoint source discharges to the reservoir, rather than point and nonpoint
sources to offset point sources’ (POTWs) excess wasteloads.

The following discussion explains the nutrient problem in Dillon, the cost efficiencies that
initiated the original trading program, and subsequent events that reduced the need for
point/nonpoint source trading to mitigate the phosphorus problem. In 1992, Dillon Program will
undergo its triennial review and new strategies will be analyzed. Though the initial vision of

'Fiscal Impact Statement on the Assignment of a Phosphorus Standard to the Dillon
Reservoir, Segment 3 of the Blue River. Adopted June 12, 1984; effective July 30, 1984.
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point/nonpoint source trading has yet to emerge as onginally intended, a cooperative spirit in
the basin allows growth to continue while maintaining ambient water quality in the reservoir.
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Nutnent Trading in Dillon Reservoir

BACKGROUND

Dillon Reservoir, owned and operated by the Denver Water Board, is located 70 miles
west of Denver in mountainous Summit County (see Map A-1). Throughout the 1970s, Summit
County had one of the highest growth rates in the nation. Although approximately 60 percent
of the land in Summit County is managed by the U.S. Forest Service?, private lands in the
valleys are experiencing strong development pressures.

Economic and Recreational Value

Since its construction in 1963 to meet growing water needs for the city of Denver, Dillon
Reservoir has become a major recreation center. Several of Colorado's major ski resorts --
Copper Mountain, Breckenridge, and A-Basin -- surround the reseroir. making it the focal point
for Summit County’s recreation-based economy. During the winter ski season, the basin’s
permanent population of 10,000 swells to over 60,000.

In 1984, the Northwest Colorado Council of Govermmenis (NWCCOG) estimated that
the reservoir provides substantial economic benefits to the county including $500,000 in direct
expenditures annually from recreationists, $4 million annually in additional sales as a result of
these direct recreation expenditures (usually referred to as "multiplier” effects), and $11 million
in real property value due to location and quality of the reservoir.’

Nutrient Problem

Population growth and extensive land use changes in the basin resulted in increased
phosphorus loading to the reservoir. New developments create new phosphorus loads through
greater treatment plant discharge as well as the additional erosion and runoff associated with
developing new sites. By the early 1980s, accelerated algal growth from the increased
phosphorus transformed the deep blue waters to green and diminished reservoir oxygen levels.
Dillon’s economic value to the region, threatened by these changes, made its protection
particularly important.

After the Copper Mountain wastewater treatment plant (one of four dischargers in the
basin) received one of the largest fines levied by EPA for violating its phosphorus limits, EPA
funded a Clean Lakes study of the reservoir. The study, completed in 1983, identified
phosphorus as the primary contributor to Dillon’s eutrophication problem. Over half the

Recommended Water Quality Management Plan for the Colorado Water Quality Control
Commission. January, 1984. Submitted for the Summit County Phosphorus Policy Committee
by the Northwest Colorado Council of Governments.

*See Supa note 1.
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phosphorus entering the reservoir was attributed to precipitation, ground water and natural
runoff. Naturally high "background” levels of nutrients in the reservoir result from spring
snowmelt laden with heavy sediment from the mountain slopes. Human activities in the basin,
through point and nonpoint sources, further exacerbate the phosphorus problem.

According to the Clean Lakes study, which evaluated 1982 reservoir levels, nonpoint
sources contributed over 20 percent of total phosphorus -- over half of the phosphorus attributed
to human activities. Sources of nonpoint source phosphorus include runoff from parking lots,
golf courses, ski developments, and construction sites, along with seepage from domestic septic
systems and other diffuse sources. Regulated point sources, primarily four publicly-owned
treatment works (POTWs) that employ advanced treatment, discharged 18 percent of the toml
phosphorus load. These plants handle the wastewater treatment needs of the region. The Snake
River plant in the Kevstone area is managed by Summit County; the remaining plants --
Breckenridge, Copper Mountain, and Frisco -- are part of special sanitation districts created to
provide wastewater treatment for their respective municipalities.

The Clean Lakes Study concluded that reliance on point source control alone, even at
zero discharge, would be insufficient to prevent reservoir eutrophication if rapid regional growth
continued. Consequently, nonpoint source phosphorus control would be necessary in order to
prevent a sewer tap moratorium that would effectively freeze regional growth and put a cap on
the point source load. All interests in the basin -- industry, municipalities, and environmentalists
-- were equally threatened by either growth restrictions or continued degradation of the
reservoir’s water quality.

Nutrient Control Strategy

In 1983, faced with impending eutrophication and a potential regional growth
moratorium, the Colorado Water Quality Control Commission asked local agencies to design a
basinwide phosphorus reduction strategy that would accommodate future development without
degrading Dillon Reservoir’s water quality. Committee members, under the leadership of the
Northwest Colorado Council of Governments, included representatives from the state and
county, six surrounding municipalities, two unincorporated urban areas associated with ski
developments, three sanitation districts, one mining company, the Denver Water Board,
environmental groups, EPA officials, and other parties with a significant stake in Dillon's water
quality.*

The Dillon Water Quality Management Plan is the result of these efforts. Adopted by
the Colorado Water Quality Control Commission in 1984, the plan emphasized point and

*Point Sources-Nonpoint Sources Trading in the Lake Dillon Watershed: A Final Report.
Northwest Colorado Council of Governments. p. 4.
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nonpoint source phosphorus controls in order to maintain 1982 water quality conditions.® In
order to effectively control phosphorus levels in the reservoir, total phosphorus loading from all
sources -- background, point, and nonpoint -- was limited to the 1982 level of 10,163 pounds,
an amount considered acceptable to meet the reservoir's 0.0074 mg/l in-lake phosphorus
standard. Point source dischargers received a share of the total available phosphorus load using
1982 discharge levels as a guide. The consideration of total basinwide phosphorus loading to
meet an in-lake standard marked a shift from the previous, and more traditional, approach that

allocated phosphotus based on reservoir segments, an approach insufficient to protect water
quality.

Through the wasteload allocation process, the available point source phosphorus load
(1,510 pounds), was distributed among the four individual dischargers based on total flows in
1983. At that time, point sources discharged substantially less than their allocations due to new
tertiary treatment technology. The gap between actual discharge and allocated levels of
phosphorus was expected to allow treatment plants to extend service to a greater population,
thereby allowing regional growth to continue at a time when Summit County was experiencing
one of the highest growth rates in the nation.

5 Because spring runoff and annual precipitatron affect the hydrology of the basin, a wet

year creates a worst-case scenario for phosphorus loadings. The phosphorus concentration and
reservoir volume in a very wet year -- 1982 -- was used as the hydrologic baseline against which
to measure progress toward achieving phosphorus control objectives. The point source allocation
remains the same regardless of precipitation, but the nonpoint source contribution is indexed to
flow levels.
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Nutrien? Trading in Dillon Reservoir

IMPLEMENTATION OF NUTRIENT TRADING PROGRAM

Objective

Nutrient trading between point and nonpoint sources was incorporated into Dillon's
basinwide phosphorus control strategy to encourage the most cost-effective means of preventing
future nutrient loading increases. It was determined to be the most cost-effective means based
on cost estimates of altemative phosphorus control strategies and the projection that treatment
plants’ phosphorus allocations would be exceeded by 1990, restricting the availability of future
sewer taps extended to new developments. A point/nonpoint source trading program would
give POTWs two options to accommodate loads exceeding their allocation. They could either
install additional treatment technology to reduce their own phosphorus load levels (the only
option available to them in the absence of trading) or maintain their existing levels of treatment
while at the same time controlling existing nonpoint source phosphorus to receive credit toward
their allocation.

The trading program provided a means to consider the cumulative impact of all
phosphorus sources, including the contributions from new developments, which create new
phosphorus loads through sewer connections to the treatment plant as well as incceased runoff
associated with a change in land use (phosphorus is carned in dissolved form and is attached to
soil particles).

Economic Justification

Both Summit County and EPA were interested in the relative costs of point and nonpoint
source control options to accommodate point source phosphorus loads in excess of allocations.
In 1982, EPA funded a demonstration urban runoff control project that removed nonpoint source
runoff at a minimum annual cost of $67 per pound.® Through its Office of Policy, Planning
and Evaluation, EPA funded a study in 1984 that compared nonpoint source control costs to
advanced wastewater treatment technologies in order to estimate the potential cost savings
generated by a trading program.’

Application of point/nonpoint source trading to Dillon Reservoir required several
assumptions regarding future point source loads and available nonpoint source controls. For

*Initial monitoring data from the project yielded an annual cost of $119 per pound, which
was used for calculations in the economic studies. However, with additional monitoring data,
this cost was reduced to $67 per pound. See Poinr Sources-Nonpoint Sources Trading in the
Lake Dillon Watershed: A Final Report. Northwest Colorado Council of Govermnments,
September 1984. pl0.

'Case Studies on the Trading of Effluent Loads in Dillon Reservoir. 1984. Prepared for
Office of Policy Analysis, U.S. Environmental Protection Agency by Industrial Economics, Inc.
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example, 1985 phosphorus load calculations were based on facilities' estimated service
population and a per capita phosphorus loading factor that reflected 1981-1982 treatment
capabilities. However, discharge levels in those years were extremely high, due to the fact that
tertary treatment, which was already installed at the faciliies and anticipated to reduce
phosphorus loadings by 70 percent, was not yet fully functional. Consequently, 1985
calculations estimated point source loads substantially above allocations -- 2,744 pounds
compared to an allocation of 1,313 pounds® -- and, hence, a large potential for trading,

Based on anticipated large point source loads, several treatment technologies reserved for
drinking water purification were the only altematives considered to achieve the necassary load
reductions. Estimated annual costs for activated alumina, the lowest cost alternative, averaged
$730 per pound across all plants.” Due to "lumpiness” of treatment technologies, advanced
treatment at all plants would reduce phosphorus loading substantially below allocated levels.'°

Nonpoint source removal costs were derived solely from the urban runoff demonstration
project. Results from this project were extrapolated to the entire basin assuming diminishing
effectiveness -- and, as a result, increasing costs per pound -- for the smaller, less desirable
sites. With diminishing marginal returns, however, the point source loadings that were
anticipated to exceed wasteload allocations ("excess 1oad”™) could not be reduced through trading
alone, thereby requiring a combination of point source upgrades and nonpoint source controls
to achieve the necessary load reduction.

Using a cost minimization model, treatment plants in the basin would achieve their
required phosphorus reductions through lower cost nonpoint source controls until the point at
which the costs of such controls, on a per pound basis, surpassed the least expensive advanced
treatment alternative. The least-cost combination of controls, using the assumptions above,
would require one plant to upgrade its facility, with the balance of phosphorus reductions derived
from nonpoint source controls, at an estimated total annual cost of $241 per pound, a 66 percent
savings (on a per pound basis) over advanced treatment alone."

The choice of a trading ratio further affects the maximum load reduction and cost-savings
achieved through trading. Under a 2:1 trading ratio, for instance, a point source receives one

*The initial 1,313 pound allocation, used in calculations, was later raised to 1,510 pounds
in regulations governing the trading program. See Supra note 2 at p.3.

Annual costs (before tax) for all calculations are based on conversion of one-time capital
costs to annual equivalent capital costs using a 10 percent discount rate and ten year capital
recovery period. Selection of the discount rate was based on Office of Management and Budget
Circular A-94, which recommends use of a 10 percent discount rate for analysis of federal
projects. See Supra note 7 at p.2-2.

'°See Supra note 7 at p.3-10, and Exhibit 3-7.
"See Supra note 7 at p.3-13, and Exhibit 3-12.
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Nutrient Trading in Dillon Reservoir

pound of credit for each two pounds of existing (i.e., pre-1984) nonpoint source phosphorus
reduced. Without sufficient nonpoint sources with which to trade, maximum reductions will be
limited to the availability and relative proportion of nonpoint sources. Additionally, from the
perspective of the point source discharger, the cost-effectiveness associated with nonpoint source
control is less under a higher trading ratio because (assuming a 2:1 ratio) every two pounds of
nonpoint source phosphorus removed results in only one pound credited to the point source
reduction requirement. Therefore, a point source must control twice as much existing nonpoint
source phosphorus as would be necessary in a 1:1 trading ratio (a discussion of the ratio selected
for the Dillon program and its rationale is presented in "Program Details” below). Using the
assumptions described above, the least-cost combination of controls necessary to reduce the
excess phosphorus load would result in an annual average cost of $508 per pound of phosphorus
credited to the point source allocation, 30 percent cheaper (on a per pound basis) than advanced
treatment alone. '

All of the calculations described above assume that *:schargers are required to meet the
aggregare point source limit imposed on them, rather than inatvidual wasteload allocation limits.
That is, the least-cost combination of controls reflects the lowest cost to the point source
dischargers as a group, not to the individual discharger. However, the Dillon trading program
is structured such that each discharger must meet its individual limits by either further reducing
its discharge or controlling nonpoint sources in order to maintain existing levels of point source
discharge. Using the model empioyed for the initial cost-effectiveness estimates, it is not
possible to develop comparable estimates for the program implemented at Dillon.}?

Program Details

The trading program developed for Dillon involves the four POTWs in the basin and
nonpoint sources that existed prior to adoption of the plan in 1984. By granting POTWs credit
for operating and maintaining controls on existing urban nonpoint sources while at the same time
continuing advanced treatment for phosphorus removal. additional development can occur

'’See Supma note 7 at p.3-17, and Exhibit 3-16. This combination of point and nonpoint
source controls reflects the costs associated with twice as much nonpoint source control as is
reflected in credits. For instance, the least-cost combination required 518 pounds nonpoint
source credit, which resulted from the control of 1,036 pounds of nonpoint source phosphorus.

*The analysis assumed that there was a limit to the total pounds of possible nonpoint source
reductions. Further, the total was estimated to be less than the required point source load
reductions. For this reason the assumption of a perfectly functioning market was the only basis
for determining which point source dischargers may be able to purchase sufficient credits and
which will be required to implement facility upgrades. In a perfect market, nonpoint source
control "prices” reflect the value to the point source discharger with the highest-cost facility
upgrades. In fact, purchase of nonpoint source controls is likely to be on a first-come-first-
served basis, with prices not bid up by individual facilities.
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without limiting future sewer taps. Dillon’s bading program includes four major elements; they
are described below.

Baseline. 1982 levels of phosphorus were used as the common basis for measuring
progress in controlling basinwide phosphorus loading. Water volume was very high that year,
and nonpoint source loads would also have been high. Point source allocations are based on
1982 loadings, and nonpoint source reductions will be indexed to 1982 water volume and
loadings.

Trading Ratio. A 2:1 trading ratio, chosen for technical and economic reasons, requires
that a treatment plant control two pounds of phosphorus from an existing nonpoint source for
each pound of phosphorus it discharges above its allocation. For instance, instaltation of a
nonpoint source control device that removes 100 pounds of phosphorus would generate SO
pounds of phosphorus credit toward a point source’s total allocation. Available data indicated
that a 2:1 ratio would offset the increased new nonpoint source phosphorus loading that would
result from new development generated by a one pound credit at the point source. As noted
above, it also represented a 30 percent savings, on an annua! cost per pound (of phosphorus
credit) basis, over the cost of meeting phosphorus limits through point source control upgrades
alone.

Controls on New Nonpoint Sources. Nonpoint source loads from new development
occurring after the plan was adopted in July 1984 are controlled separately, and cannot generate
phosphorus credits. As part of the plan, local governments are required to adopt regulations that
control nonpoint source runoff from all new developments, resulting in a SO percent reduction
below anticipated nonpoint source loadings. Trading will only be considered in localities with
appropriate land use and erosion control ordinances.

NPDES Permit. Each discharger involved in a trade will be given an NPDES permit
that incorporates its phosphorus credit and notes the pasty responsibility to operate, maintain,
and monitor the nonpoint control device(s) for which credit will be granted (responsibility
assigned by the Water Quality Control Commission). These permits must contain, at a
minimum, the following provisions: (1) a record of the point source credit amount and the
original phosphorus allocation; (2) construction requirements for the nonpoint source control
devices; (3) monitoring and reporting requirements for the party responsible for the nonpoint
source controls; and 4) operation and maintenance requirements to assure continuous nonpoint
source control.

Enforcement and Compliance

When a trade is approved, a treatment plant’s NPDES permit is modified to include two
levels of discharge limits -- one, considerably more stringent, in the event that trading is not
used or is not successful, which is equal to discharge limits required to meet wasteload
allocations and requiring point source upgrades, and one that credits the discharger’s wasteload
allocation based on their implementation of successful nonpoint source reduction projects. By
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including the trading provision in the permit, nonpoint source management and control are linked
directly to the Clean Water Act enforcement provisions of the NPDES permit.'* If a discharger
does not achieve the required level of nonpoint source control specified in the permit, its
allocated load and permit level will automatically revert to the more stringent limits. For the
plan to be effective, permit conditions must be enforced and violations must be subjected to the
appropniate administrative or cniminal procedure.

Technological Feasibility

Sufficient and reliable water quality data, and accurate modeling are essential to develop
a basinwide water quality protection plan as well as a trading program. For Dillon Reservoir,
a computer model developed as part of the Clean Lakes study indicated the maximum
phosphorus loading that the basin could accommodate and still achieve the in-lake phosphorus
standard.  Further refinements to the Dillon Water Quality model will allow predictions
concerning the phosphorus impacts of future basin development.

The Ciean Lakes Study assumed that one pound of total phosphorus discharged from a
point source would have the same water quality impact as one pound of total phosphorus
discharged from a nonpoint source, and the same impact as discharges from different locations.
This was substantiated in water quality model predictions that were within S-10 percent of the
observed levels for 1981 and 1982."

Effective, low-cost nonpoint source control measures are also necessary for a trading
program. In the Dillon watershed, the EPA pilot urban runoff facility demonstrated one
potential type of inexpensive nonpoint source control. Several other options for nonpoint source
control, including connecting subdivisions on failing septic systems to wastewater treatment
facilities, are also appropriate in the Dillon area.

Administrative Framework

Regulations by the Colorado Water Quality Control Commission outline the general
program structure for the Dillon trading program. The Commission, appointed by the Governor,
assigns total phosphorus limits and credits, and assigns responsibilities for operating, maintaining
and monitoring all nonpoint source controls for which credit is received. The Northwest
Colorado Council of Governments (NWCCOG) serves as staff to the Summit Water Quality
Committee, and took the lead overseeing development of the trading program.

“Clean Water Act, Section 402,

YKashmanian, Richard, et. al, 1987. An Application of Point Source/Nonpoint Source
Trading: A Case Study of Dillon Reservoir, Colorado. U.S. EPA Office of Policy, Planning and
Evaluation, Staff Paper, p12.
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Point source regulation lies with the Water Quality Contro! Division of the Colorado
Deparument of Health through its EPA-approved NPDES permitting program. The
point/nonpoint source trading provisions are incorporated into the NPDES permit by including
both point source discharges and nonpoint source controls in the permit.

In accordance with Clean Water Act requirements for state-managed NPDES programs,
the Environmental Protection Agency, through its Region 8 office. reviews all permits for
compliance with Dillon management regulations and water quality standards. EPA reviews and
approves all trades recommended by the State that conform to regulations and are used to attain
or maintain the in-lake phosphorus standard.'®

Local governments share basinwide water quality responsibilities through the Summit
Water Quality Committee, formed by intergovernmental agreement to provide a coordinated
approach to protecting water quality. The Committee developed the administrative procedures
for credit transactions that were approved by the Water Quality Control Division. Its present
responsibilities include: extensive monitoring of water quality trends in the reservoir, tribumary
streams, and nonpoint source controls; identification of sites for nonpoint source control devices;
distribution of phosphorus credits gained from the nonpoint source controls; and development
of septic tank control programs.

“Personal communication with Bruce Zander, EPA Region 8, July 25, 1991,
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PROGRAM STATUS

The Dillon program became the first operating point/nonpoint source trading program
in the nation after it received state and EPA approval in 1984. Local officials expected that the
trading program would be a major component of the overall phosphorus control strategy for the
basin due to the impact of rapid growth on point source phosphorus ioads. The trading program
was designed to accommodate new development in the region by bringing control of existing
nonpoint sources of phosphorus under the umbrella of point source regulation.

However, several events in the late 1980s diminished the immediate need for
implementing trades. In addition to an economic slump in the late 1980s that slowed basinwide
development and corresponding increased levels of point and nonpoint phosphorus loadings, the
POTWs in the basin achieved impressive phosphorus load reductions through minor plant
alterations and improved operating efficiency of existing treatment technology.

Withoutresorting to additional, expensive treatment technology, the treatment plants were
able to reduce their discharge substantially below projections. The four POTWs discharging into
Dillon now boast some of the highest phosphorus removal efficiencies in the nation. For
instance, the Snake River Plant, which has won several EPA awards for its phosphorus removal
capabilities, now discharges as little as 20 pounds of phosphorus (at 0.02 mg/l) out of its annual
allocation of 340 pounds.'’

In contrast to the early 1980s, point source loading is now a relatively minor source of
phosphorus to Dillon. Even with increased flows, combined POTW discharge, with an annual
allocation of 1,510 pounds, totals less than 250 pounds out of the annual reservoir limit of
10,163 pounds.® Even at full buildout of the basin, treatment plants are not expected to reach
their allocations.'” Consequently, point/nonpoint source trading has played only a minor role
in the overall basinwide phosphorus mitigation strategy. The limit on nonpoint phosphorus
loading, implied by the total basinwide phosphorus load allowed. has proved to be the major
constraint to future development.

Although total annual phosphorus loading was only 5.449 pounds in 1989% -- 54 percent
of the total phosphorus allowed -- nonpoint source phosphorus poses the most important
problem. Local officials are developing a phosphorus mitigation policy that will require new

TPersonal communication with Buck Wenger, Utility Manager, Snake River Sanitation
District. July 17, 1991.

BFrom 1989 Annual Monitoring Repor:, Table 9, as cited in Swmmit Water Quality
Committee 1990 Annual Report. February 1991. Prepared by Lane Wyatt.

%See Supra note 18 and Sypa note 17.
2Supma note 19, Table 11.
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nonpoint sources to offset their phosphorus impact by controlling existing nonpoint sources, in
addition to the stringent controls already required for new developments. For a program review
in 1992, a new county committee has been formed to evaluate supplements to the current trading
program along with new strategies to control nonpoint source phosphorus.?!

To date, only one point/nonpoint source trade has been completed under the original
regulations. Two additional nonpoint source control projects have been implemented by point
sources, and are currently being monitored to determine their phosphorus removal capabilities.
These will generate credits for the treatment plants or others to use in the future to offset new
nonpoint source loads. The following discussion describes these projects.

Breckenridge Sanitation District?

In 1988, the Breckenridge Sanitation District, which operates the largest of the four
POTWs in the basin, received 11 pounds of additional phosphorus credit for sewering of the
Lake View Meadows subdivision. Prior to 1984, the subdivision had been serviced by
individual septic systems, the largest collective source of nonpoint phosphorus entering Dillon
reservoir.

Available data on septic system phosphorus yields indicated the potential for 22 pounds
phosphorus removal if the homes were connected to the sewer system. Based on the 2:1 trading
ratio, this generated 11 pounds credit to the Sanitation District, reflecting a total allotment in its
revised NPDES permit of 675 pounds.

From an administrative perspective, the completed trade illustrated that the process
outlined in regulation worked smoothly. However, the Sanitation District did not pursue the
trade based on the economic incentives of nonpoint source control, as it currently uses only 15
percent of its phosphorus allocation. Instead, it applied for credits after the county responded
to requests for sewer connections from a subdivision that had been experiencing septic system
failures.

Because the sewer project was incorporated into a planned county road improvement
project, the capital costs attributed to sewer construction were substantially below the county
average. Of the total $5,600 assessed each lot in the subdivision (including undeveloped lots),
only $700 was attributed to sewer costs. In contrast, the average cost for running sewer lines
to residences located near existing trunk lines is $4,000 per residence, in addition to a $3,000

Z'Personal communication with Lane Wyatt, Northwest Colorado Council of Governments,
July 19, 1991; McKee, July 29, 1991; Wenger, August 8, 1991.

Zpersonal communication with Bill McKee, Senior Planner, Basin Management, Colorado
Depanment of Health. July 16, 1991; Milt Thompson, Breckenridge District Manager. July 17,
1991; Rick Pocious, County Engineer, August 12, 1991.
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tap fee.”” Although the county financed the entire project through bonds, Breckenridge
Sanitaton District received credits based on the amount of phosphorus removed by converting
existing homes from septic systems to sewer service.

Frisco Sanitation District®

Frisco is a small mountain community that experienced storm drainage problems. In
order to counteract stormwater accumulation in two alleys behind Main Street, the Frisco district
built a series of concrete vaults (manholes) that drain stormwater runoff and settle heavy
sediment. The first project, built in 1985 to alleviate the drainage problems, also demonstrated
phosphorus removal benefits: filtering water through perforated pipes removed 50-70 percent
of phosphorus.

From this experience, the district built a second series of vaults to drain a different
section of town and decrease phosphorus loading to the reservoir. The project qualified for -
federal funds administered through the Clean Water Act Section 319 nonpoint source
management program, which provided $38,000 out of a total cost (including monitoring) of
$63,000. The town of Frisco and the Frisco Sanitation District shared the non-Federal portion
through a combination of cash and in-kind services.

However, like Breckenridge, Frisco did not need additional phosphorus credits: out of
its current allocation of 341 pounds per year, it uses less than 50 pounds. On behalf of the town
of Frisco, all credits obtained from the Frisco project will be applied to a planned town golf
course in keeping with a proposed phosphorus mitigation policy that will require any projects
that contribute new nonpoint source phosphorus to obtain equivalent nonpoint source phosphorus
removals elsewhere.” In effect, the trade is an example of nonpoint/nonpoint source trading,
under the umbrella of a point/nonpoint source trading program.

ZLewis, William M., IJr. Merthods for Calculating the Value of a Pound of Phosphorus in
the Lake Dillon Watershed for Purpose of Phosphorus Mitigation. Prepared for the Summit
Water Quality Committee, April 18, 1990. p.3. A residential unit on a septic system yields
an estimated 1.4 pounds of phosphorus per year. Therefore an annualized capital cost per pound
of phosphorus removed by connecting the home to a sewer is $465, not including the tap fee.
Lewis reports a value of $5,000 per pound of phosphorus, which includes the tap fee in the total
cost, and does not represent annualized costs.

#Personal communication with McKee, July 16, 1991; Butch Greene, Plant Manager, Frisco
Sanitation District, July 16, 1991.

%The proposed phosphorus mitigation strategy will require phosphorus reductions equivalent
to a proposed impact of a new project, essentially a 1:1 trading ratio. Therefore, controlling
one pound of nonpoint source phosphorus results in a one pound credit to another nonpoint
source. This should be distinguished from a 2:1 trading ratio where two pounds of nonpoint
source phosphorus must be removed to generate one point source pound credit.
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Phospt -us removal capabilities from the project will be determined by monitoring
incoming and -utgoing water. Based on initial results, the project is expected to generate 40-50
pounds phosphorus credit to the Sanitation District in 1994.* Assuming 50 pounds of
phosphorus removal, the total annualized cost of this project is $10,253, or $205 per pound of
phosphorus. However, the federal grant reduces the Sanitation District’s cost substantially --
its $12,500 share of total costs results in an annual cost of $40 per pound.”’

Snake River Wastewater Treatment Facility™

The county-owned Snake River treatment plant, which services the Keystone area, is also
involved in a nonpoint source control project designed primanly to offset the impact of new
nonpoint source contributions to the reservoir. As part of the overall management of Dillon
reservoir, the Denver Water Board, owner and operator of the reservoir, plans to divert a stream
with a high phosphorus concentration into Dillon reservoir. In keeping with a proposed
phosphorus mitigation strategy for the reservoir, the Water Board has agreed to offset the
anticipated 200 pound phosphorus impact of the stream diversion with equivalent phosphorus
reductions elsewhere in the basin.

The Snake River project, the first nonpoint source control project identified to meet the
Water Board’s offset objective, will reduce the phosphorus loading from Soda Creek, which
drains the Snake River district and has the highest phosphorus concentration of any stream
entering Dillon reservoir. In order to reduce phosphorus loading from Soda Creek, the
treatment plant built a discharge structure in April 1991 using the existing road causeway over
the reservoir as a dam to intercept stream flow. When reservoir levels are low, the wall filters
water entering the reservoir, removing up to 50 percent (75 pounds) of phosphorus under the
best conditions. After modeling is completed, the Denver Water Board will receive half of the
credits generated from this project.”

¥Again, in this case, the amount of credit received will equal the amount of phosphorus
removed, thus cost calculations reflecta 1:1 ratio between credits received and pounds removed.

YFor consistency with the initial economic study, calculations are based on a 10 percent
discount rate and a ten year capital recovery period. See Supra note 9.

%personal communication with McKee, July 16, 1991; Wenger, July 17 and August 8, 1991.
5See Supra notes 24 and 25. The total amount of nonpoint source phosphorus removed

from this project will result in phosphorus credits shared equally between the Snake River Plant
and the Denver Water Board.
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Project costs for the detention pond totaled $106,000, including a $46,400 grant from
Clean Water Act Section 201 funds administered through the State Water Quality Division.*
The remaining costs were shared by the Snake River plant and the Denver Water Board. The
Snake River project comes under the trading program umbrella because of regulations that
require trades to be sponsored by a POTW. However, like the other treatment plants in the
basin, Snake River uses only a fraction of its phosphorus allocation: 20 out of its allocated 340
pounds.

Assuming the project removes 75 pounds of phosphorus. total annualized capital costs
would be $17,251, or $230 per pound.’ However, costs to the treatment plant for its share
of credits are substantially reduced by the federal grant and Denver Water Board contribution,
resulting in an annual cost of $130 per pound.” These costs do not include operating and
maintenance costs, which will be shared by the Snake River plant and the Denver Water Board.

**Under Section 201, the Construction Grants program (now phased out), up to 20% of a
state's construction grants money for POTWs could be used for "any innovative and alternative
approaches for the control of nonpoint sources of pollution” (201(g)(1)(B)). Until Congress
appropriated Section 319 nonpoint source management program money in 1990, Colorado used
part of its 201 allocation to fund nonpoint source projects.

%1See Sypm note 30.
32See Supm note 25.
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CONCLUSION

Dillon Reservoir has frequently been cited as an example of the potential cost savings
generated by a point/nonpoint source trading program. Indeed, the ease with which Dillon’s
completed trades occur illustrates that the administrative framework operates as designed.

To date, however, the program has not developed as envisioned largely due to the
impressive load reductions achieved by the POTWs. By achieving some of the highest
phosphorus removal capabilities in the nation, the treatment plants obviated the need for point
source phosphorus credits to accommodate future growth. Although point/nonpoint source
trading now plays only a minor role in overall basinwide phosphorus management, several
valuable lessons emerge from the Dillon experience regarding the role of trading in basinwide
water quality management. Parwcularly important is the realization that nonpoint/nonpoint
source trading will be necessary in maintaining the water quality of Dillon Reservoir.

Maximum Basinwide Loads

Primarily, the Dillon experience illustrates the importance of a comprehensive basinwide
management approach rather than focusing on point sources in isolation. By considering the
relationship between point, nonpoint, and background sources of phosphorus to the reservoir,
local officials determined acceptable maximum pollutant loadings to meet an in-lake standard.
This basinwide planning approach represented a shift from the conventional regulatory approach
which, for the most part, has been limited to point source control. As a result of Dillon’s
proactive planning, 1989 phosphorus loads to the reservoir totaled only 53 percent of the critical
load.®

Several sections of the Clean Water Act address a comprehensive approach to water
quality problems where point source control alone is insufficient to meet designated water quality
standards. Section 302, water quality related effluent limitations, requires establishment of
effluent limitations (including altemative effluent control strategies) for point sources that can
reasonably be expected to contribute to the attainment or maintenance of water quality.* A
trading program appears to be an acceptable alternative control strategy.

Additionally, Section 303, water quality standards and implementation plans, outlines the
total maximum daily load (TMDL) process®™ as a mechanism for water quality-based control
actions where technology-based controls alone are not adequate. A TMDL is the maximum
amount of a pollutant that can enter a water body without violating water quality standards.

¥See Sppa note 17.
MClean Water Act, Section 302(a).
3Clean Water Act, Section 303(d); 40 CFR 130.
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Recent guidance by EPA explains the role of TMDLs in evaluating the cumulative impact of all
pollution sources, as well as available options for point and nonpoint source control.*

Although TMDLs can be difficult to establish where multiple sources impair water
quality, this type of integrated basinwide management is essential to control the remaining water
quality problems. The wasteload allocation experience at Dillon illustrates the multiple factors
that must be considered when allocating the available load. Where point sources are able to
achieve load reductions substantially below initial allocations, as at Dillon, reallocation may be
necessary to maintain incentives for point/nonpoint source trading.

Within a comprehensive basinwide management strategy, however, alternative control
measures, such as a trading program, can only be considered when all point source dischargers
are, at a minimum, in compliance with technology-based requirements. Under the Clean Water
Act, only point sources are subject to federally enforceable controls.” Therefore, a strategy
that also relies on nonpoint source reduction to meet water quality standards must include
assurances that such reductions will occur. At Dillon, this assurance is provided in the NPDES
permit that defines the point source’s obligation to build and maintain nonpoint source controls.
Failure to do so would result in a more stringent point source discharge restriction.

Monitoring and Modeling

A water quality-based regulatory approach, above and beyond technology-based
requirements, is only possible with adequate monitoring data and computer modeling capabilities.
Water quality data and appropriate models must be available to evaluate relative impacts from
point and nonpoint source loads along with the implications of alternative control strategies to
meet a water quality standard.

At Dillon, monitoring data is used in conjunction with the Dillon Water Quality model
to evaluate current control strategies and predict the impact of future development. As modeling
capabilities become more sophisticated and monitoring data accumulates, the load allocation
process can be tailored to address the water quality problem most effectively.

The availability of monitoring data and sufficient models will directly affect the amount
of time required to develop and allocate total maximum daily loads and, if necessary, a vading
program. In some cases, a TMDL may be more effective as a proactive planning tool, rather
than as the primary method to improve water-quality limited water bodies, where independent
regulation of nonpoint source control may be necessary.

The trading program at Dillon was designed to prevent future water quality deterioration
in a rapidly expanding region, rather than to mitigate an existing problem. Local officials, faced

¥Guidance for Water Quality-based Decisions: The TMDL Process. April 1991. Office of
Water Regulations and Standards, United States Environmental Protection Agency.

¥Clean Water Act, Sections 301, 304.
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with a potentially serious water quality problem, recognized the need to consider the total
pollution load to the reservoir in order to mainain an acceptable level of water quality. The
trading program is part of a larger basinwide phosphorus control strategy that also includes
scparate nonpoint source control requirements for new developments.

Estimating Cost-Savings Attributed to Trading

Point Sources. Using an economic rationale, point/nonpoint source trading is expected
to occur when the marginal cost to control otherwise unregulated nonpoint sources is lower than
equivalent reductions achieved at treatment plants through advanced treatment technology. The
Dillon experience illustrated the sensitivities involved in the initial economic analysis of potential
cost savings.

The economic analysis used to project cost savings attributed to the Dillon trading
program considered the aggregate discharge limit for all point sources, rather than adherence to
individual discharge limits. This analysis, which assumes a regulatory “bubble” applied to point
source dischargers, yields the greatest economic efficiencies. as the lowest cost control
combination would be evaluated across all dischargers; individual plants would be subject only
to maintaining the aggregate discharge limit, not necessarily forced to reduce individual
discharge levels beyond compliance with technology-based regulations. However, in practice
this type of bubble approach could lead to several enforcement problems, specifically related to
responsibility and accountability for violations, if individual permits did not reflect the
requirement to adhere to individual facility wasteload allocations. The Dillon program does not
use this bubble approach, which makes the initial reported cost savings difficult to interpret.

Additionally, although tertiary treatment had been instalied at all the Dillon plants at the
time of the study, projections of future loads were based on previous discharge levels without
such technology. Consequently, projected load levels were inflated. The true conditions
substantially altered the economic efficiencies underlying the original trading program,

The Dillon plants were able to further reduce phosphorus loads by increasing operating
efficiency of their existing technologies. As a result, they achieved phosphorus removal
capabilities even below those predicted for the advanced treatment alternative recommended in
the study. As illustrated at Dillon, the possibility for low-cost capital improvements and
improved operating efficiency to reduce discharge levels must be considered. When faced with
a limit on allowable discharge in addition to a maximum effluent concentration, point source
dischargers are more likely to look beyond mere permit compliance to find more efficient
operating procedures. The appropriate cost comparisons should evaluate additional plant
improvements needed if plants are operating at their highest efficiency, versus the cost of
nonpoint source controls.

Nonpoint Sources. Effective, low-cost nonpoint source controls are essential to develop
a successful trading program. However, calculating nonpoint source control costs and the
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potential cost savings attributed to a trading program is a difficult process, as actual nonpoint
source control options vary considerably, both in effectiveness and cost.

In the original Dillon study, the costs for nonpoint source controls were based solely on
cost efficiencies extrapolated from the type of urban runoff control facility considered most
likely to be used for nonpoint source control. However, the nonpoint source control projects
actually developed as part of the trading program included several different approaches and none
yet utilize the type of runoff facility evaluated in the study. In Dillon, the most significant
opportunity to recover nonpoint source phosphorus is to extend sewer service to residences
serviced by septic systems, the single largest nonpoint source of phosphorus. Construction costs
are assessed to homeowners in addition to a sewer tap fee. All estimates for nonpoint source
control costs are site-specific, based on hydrogeographic conditions.

Trading Ratio. The choice of a trading ratio further affects the maximum load reduction
and cost efficiencies that can be achieved through trading. At Dillon. the 2:1 trading ratio was -
chosen to offset the phosphorus impact associated with new developments, which increase
phosphorus though additional loads to the treatment facility as well as the runoff associated with
land use changes (even under stringent controls to reduce such runoff). Despite their apparent
simplicity, as POTW treatment efficiencies improve and as new growth occurs there is a
potential that the initially established trading ratios may need to be revised. In some cases, it
may be necessary to reevaluate and even increase ratios to ensure that the trading ratio still fully
mitigates runoff from new growth.

Treatment plants in the Dillon Reservoir improved their operating efficiency, enabling
them to treat more influent per pound of phosphorus discharged. Thus, under improved
efficiencies, a one pound credit represents a larger volume of influent -- enabling the sale of a
greater number of sewer taps, and potentially, servicing a greater area of land -- than under
initial efficiencies where a pound credit of phosphorus discharge represented a lesser volume of
influent.

Under improved POTW treatment efficiencies, trades may not be necessary in order to
sell taps and permit development so long as a plant's loading remains below its permit limit.
As development continues and POTW phosphorus loadings approach the limit as a result of
development, a plant operator will have to choose between trading or facility upgrades to enable
the sale of more taps to permit more development.

The problem with existing trading ratios appears at the point that POTWs choose to trade
after efficiency improvements and after limits are again being approached. The trading ratio,
in this case 2:1, was established based on the original efficiency of the POTWs. For example,
at the time the existing ratio was established under the old efficiency, a single 2:1 trade enabled
a POTW to sell taps representing a specified acreage of development. Under this 2:1 trade, one
pound of nonpoint source runoff reduction (at existing sources) would offset the one pound of
additional point source discharge resulting from the development’s sewer taps, and the other
pound of nonpoint source reduction (at existing sources) offset the one pound of new nonpoint
source runoff from the same development, following on-site control.

A-21



Nutrient Trading in Dillon Reservoir

Under improved POTW tr:atment efficiency, a 2:1 trade would still permit a POTW to
sell the number of taps whose influent would result in an increase of one pound of additional
point source discharge, but the number of taps will have increased. Suppose that improved
efficiencies enabled the plant to treat influent from twice as large an area as previous efficiencies
allowed, and still discharge a single pound of phosphorus. A single 2: 1 trade would now enable
the POTW to sell taps for twice as much land. A development that is twice as large, however,
will, in most cases have more nonpoint source runoff. The previous ratio was designed to
mitigate one additional pound of nonpoint source loading, but it will not necessarily mitigate the
runoff from development of twice as much area. In this scenario, the ratio may need to be
increased to as much as 3:1 to fully mitigate the nutrient loading associated with the additional
growth that is permitted as a result of plant improvements (assuming that twice as much area
results in twice as much nonpoint source loading).

As illustrated in the example above, the initial trading ratio may not fully offset the
nonpoint source runoff associated with the equivalent acreage the improved efficiency can now
permit. The opposite argument would hold for improvements in controls of new nonpoint
sources: the trading ratio could perhaps be revised downward (e.g.. from 2:1 to 1.5:1 or 1:1)
rather than upwards. Additionally, improvements in POTW treatment efficiencies may postpone
or avert the need to trade, as was the case at Dillon Reservoir.

Federal Subsidies. Incentives to trade may be enhanced by the presence of federal
support for nonpoint source control projects. Limited federal grant money is available for
nonpoint source control projects through the Clean Water Act's Section 319 nonpoint source
management programs. If a nonpoint source control project receives funding through this
program, the costs to the point source participating in the trade will be reduced, therefore
increasing the incentives to trade. The Construction Grants Program,*® which provided funds
for construction and upgrading of publicly owned treatment plants, has been replaced by the
State Revolving Loan Fund, which increases the local share of upgrading treatment facilities.

Potential Impact of a Trading Program

In order for a trading program to successfully mitigate a nutrient problem, significant
contributions of phosphorus must result from both point and nonpoint source dischargers. In
Dillon today, for instance, point sources contribute only 2 percent of total phosphorus,* which
acts as a constraint to the volume of existing nonpoint source phosphorus that can be controlled
through trading -- there is not sufficient volume of point source phosphorus to "leverage” against
existing nonpoint source loadings. Even under a hypothetical zero discharge limit for point
sources, a functioning point/nonpoint source trading program in Dillon would only remove 400
pounds of nonpoint source phosphorus -- out of an allocation of approximately 2,000 pounds for
point sources -- based on current point source discharge and a 2:1 trading ratio.

3Clean Water Act, Section 201.
¥See Supm note 17.
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Although point/nonpoint source trading has not yet been necessary at Dillon, the lack of
trading does not obviate the need for a trading program. Rather, il shows the careful planning
and analysis necessary to develop a trading program as one component of an integrated
basinwide management strategy. '

Unless regulatory nonpoint source controls become required. a trading program provides
one method to incorporate nonpoint source control into the regutatory reach of the Clean Water
Act. If initial conditions are not correctly analyzed, however, the potential for trading to solve
water quality problems could be greatly exaggerated. Nonpoint source control, independent of
a trading program, may still be required to alleviate remaining site-specific water quality
problems.
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Nutrient Trading in the Tar-Pamlico River Basin

INTRODUCTION

North Carolina designated the entire Tar-Pamlico River watershed as Nutrient Sensitive
Waters (NSW) in 1989 after increased sediment and nutrient loads threatened the Pamlico River
estuary’s valuable fisheries. Consequently, the Division of Environmental Management (DEM),
part of the Oepantment of Environment, Health, and Natural Resources, proposed nutrient-
reduction effluent limits for point source dischargers. The Tar-Pamlico Basin Association, a
coalition of wastewater treatment plants in the river basin, and state and regional environmental
groups proposed an alternative two-phased intenim nutnent management strategy. The strategy
was most recenty revised in February of 1992.

The strategy includes point/nonpoint source nutrient trading, allowing the Association to
fund less expensive nonpoint source controls, and thus avoid anticipated high compliance costs
associated with achieving nutrient-reduction through major facility upgrades. Under the
established rules, it is anticipated that trading will achieve equivalent or better water quality than
would have been achieved under originally proposed effluent limits. Phase I of the strategy
establishes the administrative and institutional framework for the implementation of the trading
program. The state will hold the Association members jointly responsible for achieving an
annual nutrient loading allowance for the entire Association, in lieu of individual plant effluent
restrictions. Within the nutrient loading allowance, members may allocate individual discharge
levels among themselves. The Association must offset nutrient discharges exceeding the total
allowable load by funding nonpoint source reductions in the basin.

Association-funded nonpoint source reductions will be implemented through the existing
North Carolina Agriculture Cost Share Program, which provides funds to farmers to implement
nonpoint source controls known as Best Management Practices (BMPs). This arrangement
restricts monies the program receives from the Association to nonpoint source controls within
the Tar-Pamlico watershed. Association funds will supplement state cost share money already
designated for the Tar-Pamlico Basin. There should be ample opportunity to trade nonpoint
source reductions for any point source discharges above the allowable load because a significant
portion of nitrogen and phosphorus loading results from nonpoint source runoff associated with
agricultural practices that dominate the 5,400 square-mile watershed.

The Association has conducted engineering evaluations of its facilities and is in the
process of implementing operational and minor capital improvements to reduce nutrient
discharges, as required by Phase I of the strategy. This has allowed its members to avoid
exceeding the loading allowance maximum for the first year, averting the need to conduct
nutrient-reduction trading by funding nonpoint source controls. The agreement does, however,
include a requirement for funding a minimum level of BMPs each year. Despite current loading
below allowable levels, the inclusion of a trading scheme as part of the management strategy has
initiated an effort to gain a better hydrologic understanding of the basin, and its pollution
problems. The establishment of an administrative structure for a trading program will be
particularly important to achieving water quality objectives in a cost-effective manner in the
event that future nutnient discharge targets are reduced.
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BACKGROUND
Nutrient Problem

The Tar-Pamlico River Basin encompasses a 5,400 square-mile watershed surrounding
the Tar and Pamlico Rivers and their tributaries. The rivers run through portions of 17 counties
before emptying into the Pamlico River Estuary and Pamlico Sound (see Map B-1). The Pamlico
River Estuary's valuable fishenies are vulnerable to the algal blooms and low dissolved oxygen
that result from excessive nutrient and sediment loading. In Tar-Pamlico’s estuarine
environment, nitrogen is considered to be the limiting nutrient, determining the existence and
extent of algal blooms, although phosphorus also appears to contribute to localized water quality
problems.

Point sources contributing to nutrient loadings in the basin include publicly-owned
treatment works (POTWs), and industrial and mining operations discharging into the Tar and
Pamlico Rivers and their tributaries. In addition, a substantial portion of total nutments is
estimated to result from agricultural nonpoint sources.'

Existing Controls

Prior to the Environmental Management Commission‘s (EMC) approval of the Nutrient
Sensitive Waters Implementation Strategy (described in the following sections), no major
nitrogen control measures had been adopted by the state for the Tar-Pamlico River Basin.
Despite the lack of regulatory nitrogen control measures, a voluntary program -- the North
Carolina Agricultural Cost Share Program -- has provided assistance to farmers installing best
management practices (BMPs) to control levels of nitrogen and phosphorus in agncultural
runoff.

The state did institute a major phosphorus control measure in 1988 -- a phosphate ban -
- that resulted in significant reductions in loadings to the basin.’ Additional reductions are
anticipated when Texasgulf Industries completes renovations in 1992 that are expected reduce
the plant’s current loadings by 90 percent. Agriculture and forested lands are now the primary
nonpoint sources of phosphorus, and are estimated to contribute 60 percent of the total loading.’

! Tar-Pamlico River Basin Nutrient Sensitive Waters Designation and Nutrient Management
Strategy. April 1989. Department of Natural Resources and Community Development, Division
of Environmental Management, Water Quality Section, p. 18.

? Ibid, p. 18.

3 Ibid, p. 18.
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Nutrient Sensitive Waters Deslgnation

In 1989, increasing eutrophication problems and outbreaks of fish discases prompted
EMC to formally designate the entire Tar-Pamlico watershed as “Nutrient Sensitive Waters®
(NSW). This designation requires the identification of nutrient sources, establishment of
nutrient-reducton goals, and development and implementation of a nutrient management
strategy.*

A nutrient budget prepared by the state for the entire basin showed that the majority of
nutrient loading results from nonpoint source runoff associated with the agricultural practices that
dominate the basin. Specific point sources found to contribute substantially to nitrogen and
phosphorus loading are POTWs with permitted flows exceeding 0.5 million gallons per day, and
alarge Texasgulf Industries phosphate mining operation near the terminus of the Pamlico River.

North Carolina has not established water quality standards for phosphorus or nitrogen,
but instead empioys chlorophyll a, a plant pigment used by algae to convert sunlight energy into
food energy, as a direct measure of algae growth and an indicator of eutrophication. The state
has established water quality standards for NSW designated waters to address isolated
eutrophication problems.

The basin’s designation as NSW and the results of the nutrient budget, prompted the
Division of Environmental Management (DEM) to propose a year-round phosphorus effluent
limit and a seasonally varying nitrogen limit for new and expanding wastewater treatment plants
to mitigate the growing nutrient problem. The effluent limits proposed by the DEM were:
2mg/l for phosphorus year round; 4mg/l for nitrogen in summer; and 8mg/l for nitrogen in
winter.® At that time, both phosphorus and nitrogen effluent levels in the basin were higher
than the proposed limits. Total phosphorus effluent concentrations ranged from 0.7 to 3.35
mg/l, with a basinwide average of 2.25 mg/l. Total point source nitrogen concentrations ranged
from 5.4 to 22.95 mg/l, with a basinwide average of 14.38 mg/1.° It was anticipated that these
limits would result in the desired water quality improvements.

Several dischargers, anticipating needed expansions in the future, expressed concern over
the potentially high costs of achieving the specified limits proposed by the DEM. A preliminary
estimate indicated that facilities in the basin would spend between $50 and $100 million

“The state’'s NSW designation applies to waters that are experiencing or are subject to
excessive vegetative growth that impairs the best usage of the water.

STar Pamlico River Basin Nutrien: Sensitive Waters Designation and Nutrient Management
Strategy, North Carolina Department of Natural Resources and Community Development,
Division of Environmental Management. April 1989 (Report 89-07).

¢ Ibid.
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improving plants to meet the state-proposed effluent limitations.” These high cost estimates
reflect the fact that some treatment facilities do not have biological treatment capabilities, and
would face expensive upgrades to meet effluent limitations.

7 Personal communication, Malcolm Green, General Manager, Greenville Utilities
Commission, and Chair, Tar-Pamlico Basin Association, July 31, 1991.
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Nutrient Truding in the Tar-Pamlico River Basin

NSW IMPLEMENTATION STRATEGY

As an altemative DEM’s proposed nutrient effluent limits, the Tar-Pamlico Basin
Association (a coalition of point source dischargers in the basin), and state and regional
environmental groups proposed a two-phased strategy to achieve nutrient-reduction goals. In
December of 1989, the North Carolina EMC approved the strategy as the formal Tar-Pamlico
NSW Implementation Strategy (the strategy). The strategy provides for, among other things,
a nutrient-reduction trading program during Phase I (1990 - 1994). In Phase II, beginning in
1995, a long-term nutrient-reduction strategy will be implemented based upon the results of an
estuarine computer model scheduled for completion by July 1993.

The nutrient-reduction trading program was approved as both an interim strategy until
basinwide permitting becomes effective in the basin in 1995, and as an integral part of the
overall strategy. [t offers point sources the option to achieve the desired reduction goal by
paying for lower-cost nutrient-reduction measures in lieu of more costly capital improvements.

In February 1992, the parties involved formally agreed to the terms of the first phase of
the strategy, including the interim nutrient-reduction trading program. They are: the DEC; the
North Carolina Environmental Defense Fund; the Pamlico-Tar River Foundation; and the Tar-
Pamlico Basin Association.

During the first phase of the strategy, the parties are obligated to a fulfill their role in
number of tasks, which include the following: development of an estuarine computer model for
the basin; engineering evaluations of wastewater treatment plants and implementation of
operational and minor capital improvements; effluent monitoring of wastewater treatment plants;
and implementation of the nutrient-reduction trading program.

The Association is funding the development of the estuarine computer model scheduled
for completion in July 1993. The results of the model will be used to establish total nutrient
load targets and identify appropriate nutrient management practices in Phase II of the strategy.
Specifically, the model will be developed to perform the following functions: assess the relative
importance of nutrients from point and nonpoint sources, sediments, and atmosphere to algal
growth and oxygen stress; recommend future nutrient target reductions; and track and target
BMPs.

The Association completed engineering evaluations at individual member plants to
identify operational or minor capital improvements that could reduce nutrient discharges.
Evaluations indicated that most plants met the originally proposed phosphorus limit of 2 mg/l,
while nitrogen levels typically exceeded the originally proposed limits. However, the
improvements implemented in response to the engineering evaluations allowed plants to achieve
both sets of proposed limits collectively through simple and inexpensive changes to current
operations, at a much lower cost than orginally anticipated. Because only two larger
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Association member plants have nitrogen removal capability, they will likely face the bulk of
nitrogen removal burden required under the adopted strategy.*

Association members are responsible for monitoring their phosphorus and nutrient
loadings and submitting a composite annual report to DEM every March 1 demmiling data results
for the previous calendar year. The March 1, 1992 report included monitoring data for the
period January 1 - December 31, 1991. These annual reports will be used to determine the level
of compliance with the strategy.

The interim nutrient-reduction trading program's administrative framework is in place
and annual loading allowances for the twelve-member Association have been set for the calendar
years 1991 - 1994.° If the nutrient discharges of Association member facilities exceed the
loading allowance, they must contribute to the nonpoint source reduction fund. The Association
has not yet initiated trading -- funding lower cost nonpoint source controls to offset discharges
above an allowable load -- because the Association’s loading has not exceeded its allowance as
specified by the strategy. The agreement does, however, include a requirement for funding a
minimum level of BMPs each year. The ability of the Association to achieve a nutrient loading
level below their specified allowance in the first year of the NSW Strategy (1991) was pnmarily
a consequence of operational improvements and minor capital investments that members agreed
to implement in response to engineering evaluations. The Association’s {991 nutrient load was
approximately 13 percent below their loading allowance for that year.'

Existing non-Association members that expand their operations are subject to the effluent
limitations originally proposed by DEM. The Tarboro plant. a non-Association member,
recently expanded and its new permit reflects these limits. Non-Association members do have
the option to participate in the trading program, and may obtain nutrient-reduction credits, but
at a higher cost per nutrient credit than Association members. New dischargers are subject to
the most stringent effluent limitations and do not have the option to participate in the trading
program.

*Nutrient Removal Study, March 1991. Tar-Pamlico Basin Association, Inc. p.5-1.

®National Spinning, an industrial discharger, is a member of the Association. However, the
facility's discharges are not incorporated in the calculation of the Association’s loading of total
nutrients

10 Personal Communication with Beth McGee, North Carolina Department of Environment,
Health, and Natural Resources, Division of Environmental Management, March 23, 1992.
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NUTRIENT TRADING PROGRAM DETAILS

Nutrient Reduction Goal

The nutrient reduction goal of the NSW Strategy reflects the nutrient reduction level that
would have presumably been achieved through the originally proposed effluent limits -- facilities
expanding their flow capacity to 0.5 million gallons per day or greater would have been subject
to effluent limits for nirogen and phosphorus. The originally proposed effluent limits were
calculated based on concentration limits and projected flows for three facilities planning to
expand before 1995, and would have resulted in a total nutrient reduction of 200,000
kilograms.!! Thus, the Association's nutrient reduction goal for 1994 (the last year of the
NSW Strategy Phase I) was set at 200,000 kilograms.

Allowable Nutrient Loading

It was determined that the Association’s total nutrient load would reach 625,000 kg/yr
by 1994 in the absence of nutrient loading restrictions or effluent limits."? To achieve the
Association’s nutrient reduction goal of 200,000 kg/yr, a dechning schedule of total load
allowances for the calendar years 1991-1994 is incorporated in the NSW Strategy, culminating
with a maximum load allowance of 425,000 kg in 1994 -- 200,000 kg below the baseline
estimation. The annual loading allowance schedule for the Association is as follows: 525,000
kg/yrin 1991; 500,000 kg/yr in 1992; 475,000 kg/yr in 1993; and 425,000 kg/yr in 1994.

Association members include twelve POTWSs, which are considered a single unit for
nutrient reduction accounting purposes.* There will be no new members admitted to the
Association during Phase I (1991 - 1994) because annual load allowances were calculated based
on the projected flow and nutrient load of the facilities that were members when the strategy was

' Tar-Pamlico NSW Implemeruation Strategy, December 14, 1989, State of North Carolina
Department of Environment, Health, and Natural Resources, Division of Environmental
Management, in July 1, 1991 memo from David Harding. Also, personal communication with
Steve Levitas, Environmental Defense Fund. June 28, 1991; Doug Rader, Environmental
Defense Fund. July 1, 1991; Steve Tedder, North Carolina Division of Environmental
Management. July 2, 1991.

'? Based on a projected 1994 flow of 30.555 MGD.

3 The twelve POTW member facilities include: Belhaven, Bunn, Enfield, Franklin Water
and Sewer Authority, Greenville, Louisburg, Oxford, Pine Tops, Rocky Mount, Spring Hope,
Warrenton, and Washington. National Spinning is also a member of the Association. While it
may contribute to nonpoint source nutrient reduction fund, its nutrient discharges are not
incorporated in the Association's annual loading calculation.
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approved.  Association membership may be reopened in Phase II to other nutrient
dischargers.'

The Association’s total nutrient load did not exceed its allowance in 1991, averting the
need to obtain nutrient reduction credits through the trading program. Operational improvements
and minor capital investments that members agreed to implement in response to engineening
evaluations resulted in a total 1991 nutrient load approximately 13 percent below their
allowance."”* However, the Association's nutrient load allowance will gradually decrease over
the next three years of Phase I, as it approaches the 200,000 kg/yr reduction target. As the
Association’s nutrient load approaches and exceeds its allowance, trading to obtain nutrient
reduction credits and offset discharges above the allowance should become an increasingly cost-
effective means for the Association to maintain compliance.

Trading Specifications

The trading program provides the Association the opportunity to achieve its nutrient
reduction goal by paying for lower cost nonpoint source nutrient reduction control measures as
an altermative to costly plant upgrades. Within the Tar-Pamlico Basin, agricultural best
management practices (BMPs) provide low-cost methods to reduce nutrient loading, and typically
include such controls as grassed waterways and livestock manure treatment lagoons.

If the Association’s total nutrient load should exceed its load allowance in any remaining
years of Phase I, it must offset the excess discharge by obtaining nutrient reduction credits
through monetary contributions to the state Agricultural Cost Share Program for BMPs in the
Tar-Pamlico Basin. Nonpoint source credit is available to the Association at a rate of $56 per
kilogram of nutrient per year, and to non-Association members at a rate of $62 per kilogram of
nutrient per year - their permitted effluent limits will be adjusted accordingly.!* The BMP
cost equivalent per kilogram of nutrient reduction per year was derived from nonpoint source
control experiences in the Chowan River Basin. The cost includes a safety factor or 3:1 for
cropland BMPs and 2:1 for animal BMPs.

Nutrient reduction credits for BMPs have a useful life of ten years unless otherwise
specified by the Department of Soil and Water Conservation under the trading program. The
assignment of a useful life to credits assumes that BMPs, funded through the cost share program
in exchange for nutrient reduction credits, will effectively control nonpoint source nutrient
loadings for ten years. A monetary contribution to reducing nonpoint source nutrient loading
is therefore recognized in the year the contribution is made, as well as the following nine years.
The implication is that at a credits expiration of life, it will have to be re-purchased or renewed.

“Tar-Pamlico NSW Implementation Strategy, Revised February 13, 1992.

'S Personal communication with Beth McGee, North Carolina Depaniment of Environment,
Health, and Natural Resources, Division of Environmental Management, March 23, 1992.

'* Tar-Pamlico NSW Implementation Strategy, Revised February 13, 1992.
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The assignment of a ten year useful life to credits is based on the assumption that the trading
program will continue beyond Phase 1.

BMP Payments

To ensure the availability of funds for agricultural BMP implementation through the
nutrient-reduction trading program, the Association will make a minimum payment to the
Agricultural Cost Share Program each year. Minimum payments during the Phase I period will
total $500,000. In the event that the Association’s annual payment for excess nutrient loading
amounts to less than the scheduled minimum payment, the Association will supplement the
annual excess loading payment to account for the difference. The Association will receive credit
for minimum payments and excess loading payments made in prior years to account for the ten
year useful life of nutrient reduction credits.

The Association's annual payment to the nonpoint source nutrient reduction fund will be
the greater of: (1) the scheduled minimum payment; or (2) the excess loading payment. The
calculation for determining the Association's excess loading payment. which takes into account
prior minimum and excess loading payments that were made to the fund in exchange for credits
whose life has not expired, is displayed below.

Excess Loading Payment = [Actual Loading (kgtyr) - Allowable Loading (kg/yr) x 356 (kg/yr)] -
[Prior Payments (minimum and excess loading)]

Association’s Allocation of Costs and Loading Allowance

Basin Association members have determined operating rules and financial obligations
among the themselves. Program cost allocations to date have been a function of individual
members’ permitted flows, as a percentage of the Association's aggregate permitted flow,
Because the Association was able to meet their loading allocation in 1991 (525,000 kg) through
operational improvements and minor capital investments, it was not necessary to allocate the
loading allowance among member facilities, nor was the Association required to make an excess
loading payment for that year. The Association estimated that its total nutrient loading level
would have exceeded the 1991 allowance by approximately 38 percent (200,000 kg) if minor
operational and capital improvements had not been made. Instead, it managed to reduce nutrient
loading to 13 percent below the allowance."

As the Association’s total nutrient load approaches its declining annual allowances in
Phase 1, allocation of the allowance and/or costs to offset discharge levels exceeding the
allowance will be determined in the same manner as are program and membership costs
presently -- based on members’ permitted level as a percentage of the Association's aggregate
permitted level.

I” Personal communication with Beth McGee, North Carolina Department of Environment,
Health, and Natural Resources, Division of Environmental Management, March 23, 1992.
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Non-Association Members

Existing non-Association member facilities that expand their design flows to 0.5 million
gallons per day or greater are subject to nutrient effluent limits rather than constraints on their
total nutrient discharge levels. They are subject to the effluent limits originally proposed by the
DEM for expanding facilities -~ 2 mg/] total phosphorus, and 4 mg/t (summer) and 8 mg/l
(winter) total nitrogen. These facilities may also participate in the nutrient-reduction trading
program, subjecting themselves to less stringent limitations by contributing to the nutrient-
reduction fund. Their effluent limits will be adjusted based upon contributions to the cost share
fund, where 1 kilogram of reduction credit is available to them at a rate of $62/kg/yr. A one-
time up-front payment to the fund is required, and calculated as follows:

BMP Paymeni($) = New Design Flow (MGD) x Excess Nutrients (mg/l)
x $62/kg/yr x Conversion Facior.

where:

]

Excess Nutrients (Total Phosphorus Limit - 2 mg/i)

+ (Total Nitrogen Limit - 6 mg/i)
Conversion Factor = 1382

New facilities will be subject to effluent permit limitations similar to those originally
proposed by the DEM. New facilities with design flows of .05 million gallons per day or
greater are limited to 2 mg/l total phosphorus. New facilities with design flows of 0.1 million
gallons per day or greater are limited to 2 mg/] total phosphorus. and 4 mg/l (summer) and 8
mg/l (winter) total nitrogen. New dischargers cannot participate in the nutrient-reduction trading
program.
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NSW STRATEGY ADMINISTRATIVE FRAMEWORK

The success of the NSW Implementation Strategy, and the nutrient reduction trading
program in particular, will require cooperation between several state agencies as well as the
Basin Association. The Division of Soil and Water Conservation (DSWC), part of the
Depantment of Environment, Health and Natural Resources (DEHNRY), is the state’s lead agency
for agricultural nonpoint source pollution under the Clean Water Act Section 319, and oversees
the existing Agricultural Cost Share Program. Under the cost share program, funds are
allocated to local Soil and Water Conservation Districts which enter into voluntary contracts with
farmers to implement state-authorized BMPs. The program provides funding, instruction, and
technical assistance to farmers in this effort. Through the existing cost share program, the
Division of Soil and Water Conservation (DSWC) will administer funds generated by the
nutrient-reduction trading program, allocating and targeting them within the Tar-Pamlico Basin.
The DSWC will prioritize funding to BMPs that have the highest potential and efficiency for
nutrient removal.'*

Rather than establish a competing program, contributions from the trading program will
augment existing nonpoint source controls in the watershed. Consistent with the existing cost
share program, these funds will cover 75% of the cost of BMPs. Both the State DSWC and
local Soil and Water Conservation Districts will have important roles in BMP selection,
installation, evaluation, and financial management under the cost share program. The
Association has already provided $150,000 to the DSWC for two additional staff positions.
These employees will begin tracking, targeting, administering and implementing BMPs.

The Division of Environmental Management (DEM) maintains responsibility for National
Pollutant Discharge Elimination System (NPDES) permits and appropriate nutrient levels. The
DEM serves as staff to the Environmental Management Commission (EMC), a 17 member
governing board appointed by the governor. In addition to NPDES permitting, DEM’s
responsibilities with respect to the Tar-Pamlico nutrient-reduction trading program include:

. final decision-making authonity as to the adequacy of nutrient tradeoff and
allocations;

o compliance monitoring,

. tracking of nutrient reduction progress,

o monitoring surface water quality;

. assisting DSWC in choosing small watersheds to target for BMP implementation,

. determining funding levels contributed to the BMP fund and the status of BMP
control; and,

®Tar-Pamlico NSW Implementation Strategy, Revised February 13, 1992.
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. requiring individual point sources to remove nutrients where a localized water
quality problem exists.

The Association is responsible for meeting its annual nutrient loading allowance through
reduced plant discharges or offsetting excess discharges with BMP funding. To date, the
Association has contributed $400,000 for the development of a basinwide nutrient computer
model which will serve as the basis for developing Phase II of the strategy, and $150,000 for
additional staff positions at DSWC to establish a tracking system for existing and installed
BMPs.

The approved NSW Strategy also provides for the creation of an ad-hoc advisory
committee to address nonpoint source and related water quality issues within the Tar-Pamlico
Basin. The Secretary of the DEHNR will appoint the committee, which will include
representatives from municipal dischargers, counties, Soil and Water Conservation Districts,
environmental groups, the DEM and DSWC, the state Agricultural Task Force, and other state
agencies.

Enforcement and Compliance”

Because Association dischargers are considered one unit, the nutrient reduction-trading
program will not be successful should the collective group fail to meet the annual loading
allowance or offset excess loadings through sufficient BMP funding. Should the terms of the
Phase I agreement be violated, all existing facilities with design flows of 0.1 million gallons per
day or greater (which includes all Association facilities) would be subject to the same effluent
limits as new facilities -- total phosphorus of 2 mg/} and total nitrogen of 4 mg/! (summer) and
8 mg/l (winter) -- within three years from the date of EMC action following the strategy's
failure. These limits would be potentially more stringent than the constraints imposed on most
facilities under the NSW Strategy. The Association, therefore, faces strong incentives for
compliance and self-enforcement.

New dischargers will be restricted by an additional requirement in the event that
agreement terms are violated. All new dischargers will be required to evaluate non-discharge
alternatives as their primary option, and implement a non-discharge system unless they can
demonstrate that it is technically or economically infeasible. If implementation of a non-
discharge system is not feasible, new facilities will then be subject to the same effluent limits
as those stipulated in the strategy. New facilities with design flows of .05 million gallons per
day or greater will be limited to 2 mg/l total phosphorus. New facilities with design flows of
0.1 million gallons per day or greater will be limited to 2 mg/l total phosphorus, and 4 mg/l
(summer) and 8 mg/]l (winter) total nitrogen.

The Association is not involved in the implementation of nonpoint source controls beyond
the point of providing nutrient reduction funds to the cost share program. The Association has
no responsibility or authority to ensure that BMPs funded through trading are either implemented

Tar-Pamlico NSW Implementation Strategy, Revised February 13, 1992.
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correctly or mainwined. Furthermore, it does not have any input as to specific iocations for
BMP implementation within the basin. The DSWC is responsible for targeting and
implementing BMPs, and it relies heavily on loca) Soil and Water Conservation District officials
to make inspections of BMP projects, and work with farmers to assure compliance.

This arrangement relieves the Association from the nsk of noncompliance if the BMPs
are not successful in achieving nutrient load targets. If there is a localized nutrient water guality
problem, however, individual members of the Association are at nsk of the DEM instituting
more stringent effluent limits on them, regardless of their participation in the Association and
monetary contributions to the BMP fund.
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CONCLUSION

The primary achievements of the Tar-Pamlico nutrient reduction strategy thus far are the
initiation of the estuarine computer model’s development from which nutrient reduction goals
can be refined, the design of a trading program that will facilitate the most efficient means of
reducing nutrients to attain established goals, and initial nutnent loading reductions through
operational and minor capital improvements to POTWs.

The estuarine computer mode! will establish a meaningful baseline from which nutrient
loading goals will be eswblished. The results of the model will serve as the basis for modifying
the nutrient reduction strategy as factors and conditions change in the future.

The institutional framework to support point/nonpoint source nutrient reduction trades
is in place. Under the trading program, Association members. are recognized as a single unit
and are subject to an agreed upon annual nutrient loading aliowance, rather than the effluent
limits that govern non-Association members individually. If the Association exceeds its loading
allowance, it may offset its excesses by funding nonpoint source nutrient reduction controls.

The terms and allowances of the trading program will apply during an interim period
while the computer model is completed. However, as the nutrient reduction strategy evolves
into its second phase, point/nonpoint source trading is expected to remain an important
component.

Engineering evaluations of Association member facilities, required under the terms of the
strategy, revealed that plants could reduce nutrient loadings through operational and minor
capital improvements, at a substantially lower cost than originally estimated. Association
members implemented most of the recommended improvements. and further benefitted by
joining together to collectively meet the nutrient loading allowance cap. The Association
estimated that its total nutrient loadings would have exceeded the 1991 allowance by
approximately 38 percent if operational and minor capital improvements were not made. Asa
result of the improvements, however, the Association’s loadings were 13 percent below their
1991 allowance.”

In addition, the establishment of an administrative structure for a trading program will
be particularly important in achieving water quality objectives in a timely fashion, in the event
that stringent nutrient discharge targets are established as a result of the nutrient model.

2 Personal communication with Malcolm Green, General Manager, Greenville Utilities
Commission, and Chair, Tar-Pamlico Basin Association, March 18, 1992,
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Praspexts for Success

Overall, the nutrient reduction strategy has already achieved some degree of
effectiveness, and shows potential for future improvement of the water quality in the Tar-
Pamlico Basin.

The ability of the Association to reduce nutrient loadings below their 1991 allowance
(through minor operational and capital improvements) does not explicitly imply that trading will
not occur during the first phase of the nutrient reduction strategy. The Association’s nutrient
load allowance will gradually declin¢ over the next three years of Phase I, culminating in a
nutrient reduction target of 200,000 kg/yr. If the Association's load approaches, or exceeds its
allowance, trading to obtain nutrient reduction credits or offset discharges above the allowance
will be the most cost-effective method of maintaining compliance with the terms of the nutrient
reduction strategy agreements.

However, the trading program raises some questions with regard to the implementation,
enforcement and targeting of nonpoint source controls, including the implementation of BMPs
through the North Carolina Agricultural Cost Share Program. enforcement and reliability of
BMPs, and targeting BMPs for funding. The discussion below identifies the potential drawbacks
and possible mitigation strategies.

Implementation of BMPs through the Agricultural Cost Share Program®

A potential problem with the cost share approach is that farmers will most likely
participate only to the degree that private returns from a conservation investment exceed private
costs. However, profitability is not the only criteria that will determine farmer participation in
the voluntary program -- compliance with other regulations will factor into their decision.

Cost share funds cover 75 percent of the average cost of BMPs -- based on statewide
averages, not individual projects. As a result, some BMPs for some farmers may prove to be
profitable, while others may be more costly to farmers than anticipated. In adverse economic
conditions, costly BMPs could be abandoned. Insulating water quality improvement from
economic cycles will be more difficult when attainment is dependent on potentially costly
voluntary nonpoint source controls.

Enforcement and Reliability of BMPs

Under the framework of the cost share program, the DSWC relies heavily on local Soil
and Water Conservation Districts to work with farmers to ensure that BMPs are implemented
correctly and maintained. Even if implemented and maintained correctly, the effectiveness of

'\North Carolina Agriculture Cost Share Program for Nonpoint Source Pollution Control,
May 1987. North Carolina Department of Natural Resources and Community Development,
Division of Soil and Water Conservation. North Carolina Administrative Code Title 15, Chapter
6, Section 6E. ' '
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nonpoint source nutrient controls is more difficult to measure and monitor than that of point
source nutrient controls. These factors incorporate a degree of uncertainty about the benefits
derived from BMPs

The uncertainty associated with funding BMPs poses a risk to Association members.
With no recourse to enforce BMPs, and no guarantee that they wil! result in the projected water
quality improvement, Association members are at risk of the DEM instituting and enforcing
more stringent effluent limits, If this risk is factored into the Association’s decision as to how
they can meet the loading allowance, they may choose to fund the expansion of an existing
member facility. Although this option may cost more initially. the Association would have
control of the facility's removal capability, and thus greater certainty that water quality standards
would be achieved.

Targeting BMPs for Funding

While the DEM can assist the DSWC in choosing small watersheds to target for
implementation of BMPs funded through the trading program. it does not have explicit authoriry
to specify BMP locations (nor does the Association), making it difficult to ensure improvement
of local nutrient levels within the large Tar-Pamlico Basin.

Just as the DEM takes the lead in regulatory enforcement of point sources, the DSWC
is responsible for regulatory compliance issues relating not nonpoint source controls. The
DSWC'’s responsibilities under the cost share program, and thus the Tar-Pamlico nutrient
reduction strategy include targeting, implementing, and evaluating BMPs. Implicit in these
responsibilities is the management of the BMP fund reserved for BMPs in the Tar-Pamlico River
Basin. The DSWC relies heavily on local Soil and Water Conservation District officials to make
inspections of BMP projects, and work with farmers to assure compliance.

If local water quality problems arise within the basin. individual point sources may be
subject to effluent limits that are more constraining than their current effluent limits, or
allocation of the loading allowance as an Association member. DEM maintains the authority to
impose effluent limits on individual point sources if the local situation warrants such action. The
Association's lack of authority to target BMPs and the possibility of stricter effluent limits on
individual point sources present another uncertainty risk to Association members and facilities
interested in trading independently in that there is no guarantee they will not be subject to
increasing constraints on nutrient discharges.

Three program modifications could help alleviate this problem. First, the DEM, in
conjunction with cost share program managers, could develop a list of potential nonpoint source
reduction sites and prioritize them according to the severity of the nutrient problem in local
waters near the site. The DSWC would then be obligated to implement BMPs funded with
Association monies at locations where local nutrient problems are either severe, or would
otherwise not be corrected. Second, to help implement the priority list, the program could
develop incentives for the dischargers and the cost share program to fund priority sites. And
third, local Water and Soil Conservation District officials could be required to perform annual
spot checks on all BMPs implemented with funds from the Association, rather than on S percent,
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which is the standard procedure under the existing cost share program. These modifications,
however, do not fully resolve the potential that point source dischargers may incur stricter
permit requirements if anticipated benefits from BMPs are not fully realized.

Lessons from Tar-Pamlico

The DEM, point source dischargers, and environmental groups will be evaluating the
trading program in the Tar-Pamlico Basin as a trial for future statewide application in North
Carolina. The Neuse River Basin, a neighboring watershed, will begin basinwide permitting in
1993 using only traditional technology-based effluent standards and end-of-pipe controls and
nonpoint source programs. Experiences in the two basins should provide a good comparison of
the benefits and drawbacks of the trading and traditional approach to nutrient reduction. Even
if water quality conditions in the Tar-Pamlico Basin do not lead to trading in the near future, the
Tar-Pamlico experience to date holds several lessons for other basins in North Carolina and
elsewhere that may be considering point/nonpoint source trading.

. An unusual coalition of traditional adversaries came together to develop Tar-
Pamlico’s nutrient trading program as a creative approach to overcoming water
quality problems. Support from interested parties, particularly the regulated
community, has traditionally been an important element in successful pollution
control programs.

. The engineering evaluation of the dischargers' facilities showed that the basin
could achieve significant nutrient reductions through simple and relatively
inexpensive plant modifications. This is an important condition of the trading
program because it provides the regulator and the regulated with better
information about what types of reductions are available at what cost. It also
establishes an accurate marginal cost basis for trades, providing a starting point
from which to develop appropriate nutrient reduction targets and reduction credit
fees.

. Cooperation between the Association of point sources discharges and the state
thus far has benefitted all parties. The terms of the nutrient reduction strategy
exempted Association members from increasingly stringent effluent limits in
Phase I (1991-1994). The imposition of these limits would have required
expensive capital cost improvements. In return for this exemption, the
Association agreed to evaluate engineering practices and make minor
improvements as recommended by nutrient reduction specialists, fund the
development of the estuarine computer model, fund two additional staff positions
at the DSWC, and contribute minimum payments to the BMP fund. The
Association’s contributions directly benefit the state. These benefits are already
being realized -- Association members reduced their loadings significantly due
to operational and minor capital improvements, funding for positions at the
DSWC has enabled them to begin tracking and targeting BMPs, and the
Association's funding of the estuarine computer model has relieved the state of
this burden. The state will realize future benefits when BMPs funded by the
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Association in exchange for nutrient reduction credits (excess loading or minimum
payments) will generate further nutrient reductions in the basin.

Cooperation among state agencies has also facilitated the development of an
effective nutrient management strategy. The DEM and DSWC, both divisions of
the Department of Environment, Health and Natural Resources, have
complementary responsibilities in the trading program. The DEM is responsible
for matters pertaining to the maintenance of water quality and regulatory
oversight of sources contributing to water quality degradation. Although the
DEM may assist the DSWC in targeting BMPs it does not have the final decision-
making authority in this determination. However, the DEM does have final
decision-making authority as to the adequacy of nutrient tradeoff and allocations.
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APPENDIX C

WATER BODY SYSTEM 305(b) DATA:
WATERBODIES FOR WHICH POINT/NONPOINT SOURCE NUTRIENT TRADING
APPEARS APPLICABLE NOW
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2 A2150200810-0131 Black Coanyon Licchs Pioico llush b tava )o tun ¢ 2 n
5 AL150400049-0238 Saun boancisen Niver s San Frencisco i Botdur Gi vonluo e i 90 "
4 AZISObDIVS 805 Pinal Creche Pinad Coeck-Soll Haveane Gils Hn (WA "
5 AZISO60I0S vusDII I3 Diwad flac b Thaamd Hash dloody lenh Mash Gila (1Y) 2 "
6 AZ150e00b03 - latal 0 1S 0L Dludy Lanbs Hasty Bloody tonls 16 amy Maesl Gile tel 0 i B |y n
! A2 1S0LIZVZ IO My Boeaver Loecke Lk €anyon Beavar (k. Yavalied nmo 14 1]
6 aZibusnzoe 1l thy Beaves Coetlo, Ralllvzneho Lk Conyon Yavapisi nen L3 ]
L] A215060202 1))8 Ory Oooven Crurk, D1y Buavor th. Nettiuaneha Yavepal T RI] TR} "
(I8} AZ1ISDL0202 V21 Dy Craeudky iy Cravk Uuh Louch Loronino (LN} m 3 "
1 AZISUE0202 0&LNY 16 Dalter Civehs Vsl Ch Vuode River Yavopal Hn 50 1
12 AZ15040202-050 Granilu Cicehk, I Vet Hivae Yavapad nmu [ "
)3 AZ15060205 022 East Vuidu Hivers Lost vordu Hivar Vaedoe R. Gila e R "
14 AZ15070201 014 Gila Rivirs Poirdod Ruch- Gl Jaty llovbcujra HEN 5.3 "
15  C10000-£ LONG 1S1AND SO € «92.5 s
16  C13000-E THAIES RIVER €SIUAIY € Yoo s
)7 C13300 FRENCII RIVER R 6.0 H
18 cr3z00 QUINEBANIG IHIVER " 40.0 "
19 C14303 STLIL 1NMIVEH R y.0 "
20 CT431% PEQUABIKCK SIIVER ® 130 "
21 €14500 HOCKAIRN) RIVER "] 17.0 "
22 c15200 QUNUILETIAC HIVER R 25.0 "
23 C15200-E (i1l 1IAVELL HARDOIR € 261 s
2%  C16000 WOUSALONHLC HEVER R 71.0 "
25 CF6000-00-5+-11 DOLL LOWNIALL, 0 AKE  SINHIIDOHLY, BIOULERAIER (R RISTIR RSN i 1900. 0 A
26 C16000-00-5*-12 ZOAR, 1AKE st 10iteng  TNNMIOE LHICInN ItL 0 [} 9/%.0 A
27 C16000-00-5+-L4 NOUSATONIC 0 AKE  SHELINE FAIRFIELO L 328.2 A

206 Cl6600 SLJIL RIVER R 21.0 M,
29  C17001-E BLACKIIUCK HAHBOR € 0.8 s
30 CT7002-E BRIILGEIFOLNE NARVUR € 16.8 3
51 C17300-€ HORIAIL K WAKDUR € 4.0 3
32 CT7405-€ SEAIIF ORD HARBUR € 1.4 s
33 CT7409-€ GRELIAIILH HIARBUH € 0.2 3
34 OCPHSIOE HIDDIE 1POKMIAC DC 3 1.3 3
35 DE060-002 BEAVERDAN CRREEK SUSSEX R 7.1 L
36 0E060-00S TGUGIHALL T AN SUSSEX R 5.9 H
37 FL 03070204030 AMEILTA RIVER € 3.8 S
38 FL 03070204031 AREI TA ISLAND € s s
39 FL 03070205009 AMEI TA 1St AHD E 5.1 s
“0 FL 03070205903 HULLS CREEX R 7.4 “"
41 #L 03080101004 1 AKE GEONGE L 2.8 s
“«2 FL 030680101010 § AKE HOOLRFF L 2.4 3
43 FL 03060101022 { AKE HOLIIOE L 6.4 s
4% FL o3060101023 1 AKE HOIILE L 7.0 s
45 FL 03oB80101us1 CAKE (lalleyY [} 6.6 s
46 FL 030680101034 ECOINOCHIIAICIIEE RIVER R 12.3 th
a7 fFL 03060101015 VUJLIE ECOIMOCKIIAILIIEE RIVER R 15.5 t
46 fL 0306800101907 GEE CltLEK [} 4.9 "
9y FL 03060102019 1AKE GRIFILEE [} 13.1 S
S0 fFL 03060102020 I AKE Gratoo il ] 0.8 3
51 FL 03000102021 1AKE GuIIHIN L 0.8 E
52 FL 03080102026 UAINES €HEER R 6.2 "
53 £1 030680102026 I:KE f::?l}g ] |.$ 3

b

B3 1l 81850103843 LAKE Dok | 8 :
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Halg18oily Syslom Repost

List of HalecBodies

00s

i

HBID

030600102033
03060102034
030680103003
03060103008
03080103012
03060103014
03060103015
03060103017
03060103016
03080103022
03080103066
03080103908
03080103909
03060103910
03080103912
03080201003
03060201015
03060201016
03080202002
03080202004
03080202908
03080202909
03060202911
03060202914
03080203004
03090101016
03090301020
03090101021
03090101022
03090101026
03090101027
03090101033
03090101036
03090101911
03090102001
03090202906
03090202921
03090202922
03090202959
03090202963
03090204905
03090205003
03090205004
03090205006
03090205007
03090205901
03100101005
03100101006
osloolololo
03100101020
osloolulo2l
03100101022
03100101024

CH Rt

HBHANE

APOPKA-BEAUCIALIR CANlAL
LAKE AI'UPKA

ST JGINS RIVER

SI JOINS RIVER

RIBAULY RIVER

ST JONNS RIVER

SI JOMNS RIVER

ST JUI#IS RIVER

ST JOiis RIVER

S1 JQNIS RIVER

CRESCEHT L AKE

FISNHEIG CREEK

CEDAR RIVER {OFF ORIEGA RIVER)D
BUITCHEU PEN CREEX

WILLS BRALICH

IIATATIZAS RIVER (ICI®I)
PONCE DE LEON JNLETY

2CHBL CLIALIFAX RIVER)
IDIAN RIVER

IHDEAN RIVER

1DEAN RIVER

THOTAN/BANANA RIVER/SYKES CHEEK
1401411 RIVER

CRAIIE CREEK

SOUTN THDEANN RIVER

LAKE (FATCINUENA

CYPRESS LAKE

CYPRESS LAKE

CYIPRESS LAKE

LAKE TOILOPEKAL IGA

LAKE JOIIOPEKALIGA

SHING1E CHEEK

REEDBY CHEEK

LAKE RUSSEIL

TAYLUN CREEK

11 #ORK, NEN NIVER., DEION S-33
HILLSBORO CAMIAL/)-14,)5,39
11 HEH R CAN/L-18,09+20,35,38
S¥ (UCIE RIVER

PLARTALION CANY, €-12, A6 S-33
HAIHLES BAY

CALOUSAUAICHEE RIVER
CALOOSAIIAICIIEE RIVER
CALOUSAtIAICIIEE RIVER
CALOOSAHAICIIEE WIVER

OtEP LAGOON

PEACE RIVER

PEACE RIVER

PEACE RIVER

PEACE RIVER

PEACE RIVER

V'EACE WIVER

PEACE RIVER

FERCE RIVER
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llaleiBody Syslam Aeporl
List of HaleiBodies

oBs

11
112
113
14
115
116
117
118
n9
120
121
122
123
129
128
126
J27
128
129
130
131
132
133
134
135
136
137
138
139
140
Jel
142
143
144
145
146
1647
146

150
151
152

154
155
156
157
156
159
160
161
162
163

134

i

Hbl0

035100101027
03100101031
03100101032
03100101033
035100101034
03100401086
03100101045
03100101049
03100101050
03100101916
03l001019)8
03100103001
03100103007
o3lootoso01l
03100102018
03100203007
03100201008
03100201009
03100201903
03100201910
03100205001
03100204003
03100204005
03100204006
03100205003
03100205005
03100205006
03100205007
03100205009
03100205010
031002050) 3
03100206004
03100206046
03100206007
03100206009
03100206009
03100206010
03100206012
03100206013
03100206014
03100206018
03100206912
03100207902
031110102014
03110102015
03110201002
03110201082
035110201901
03110201902
031102060138
03120003000
03120003014
03120003020

i

.50

VBLHIALIE

BONILELGS CRELK
PEACE RIVER

PEACE CHEEK LIALNALE CAULAL 31

SALDIE CRESK

LAKE HANCOCK

PAYNE CREEK

PEACE RIVER

PEACE RIVER

PEACE RIVER

BAUANA LAKE

1AKE PARKER

CIIARLOI IE WARBOR
CUARIOTIE 11ANBOR
CHARLOI IE NARBOR
SANIDEL ISLANO
10101 E SARASUIA BAY
PHIILIPPL CREEK
SARASOIA BAY

LENON BAYIEXIEIWEOD)
HILLETAKER BAYOU
ALAFIA REIVER
ALAFEA RIVER

ALAFLA RIVES, SN PRONG
ALAF EA RLVEN, IR PROG
FLENT ClEEK

LAKE DMHNKIIOSASSA
LAKE JHOHNIOSASSA
BAKER CREEK

MEL ISBOROAIGII NILVER
BLACKNAIER CHEEK
ITCURIPACKASASSE CHIEEK
1L SldhinuGH 8AY

T SHDIRAIGH BAY

T SIHHAIGIE BAY
HELLLDONUKGI BAY

I KAY BAY
JIILLSBOROIGI BAY
OiD TAIIPA BAY

SHEE INATEH CHEEK
OL0 TAIPA BAY

010 (AIPA BAY

CNOSS BAYN CallAL
CROSS BAYOUL) CAlIAL
FEIMHM AOIIAY NIVER
FEANIDI LOMAY RIVEN
SIMANIEE RIVER
ROARLIG CREEK

SHIFF CREEK

FUNILER CREEK

Hedd RIVER

TAKE TALLQIN
OCHEOCY.(IEE NIVENH

JIMIIE RIVER
ALVAPULGAS CHIEK
ATLIGALOIL CREE
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HalarBoily Syslom Report

List of HalerBodies

0es

los
167
168
169
170
121
172
78
174
175
176
277
178
179
180
181
le2
183
184
185
186
167
166
189
1%0

192
193
196
195
196
197
196

200
201
202
203
204
205
206
207
200
209
210
21]
2)2
213
214
215
216
217
218

i

HBIO

1A 01-HEN-0030
1A 0)-HEN-0030
EA 01-HEN-0040
IA 01-1IA-0100
1A 01-KHPS-0010
1A 02-CEN-00L0
IA 02-CE0-0020
IA 02-CEO0-0u30
IA 02-CED-04'0

IA 02-CE0-0050-L

IA 02-CED-0110
IA 02-CED-0370
IA 02-1044-0010
IA 02-1(41-0020
A 02-10it-0030
1A 02-104¢-0050
IA 02-10H-0060
IA 02-10%¢-0070
IA 02-1#-0080
IA 02-StL-0020
IA 03-SK11-0010
IA 03-SKu-00t0
IA 03-S5K-0020
IA 03-SSK-0030
IA 04-EDUI~-0010
1A 04-1013-0030
IA 0%-UlLIL-0u40
TA 04-UINN-0060
TIA 04-ULHI-0070
IA 06-ULL-0NN0
1A 04-UO11-0190
IA 06-8BSR-0010
1A 06-BSR-0020
IA 06-FLO-00L0
IA 06-F10-0020
IA 06-LSR-0010
IA 06-1SR-0020
IA 06-LSR-0030
IA 06-HEN-0010
IA 06-11E2:-0020
IA-04-L011-0010
IA-04-101-0020

TA-04-1011-0030-L

TA-04-L041-0040
TIA-06-1 LH-0230
TA-04-L013-0300
JA-04~RAC-0010
TA-04-RAC-0010
IA-04-RAC-0050
TA-05-1100-0010
IA-05-1K)0-0020
1A-05-11S11-00)0
TA-05-HSI-00:20

PRIR R

HBUAIE

INSSISSIPPI R
Hississier’l R
HISSISSIPPI R
UPPER TOUIA R
Harsienucon R
CEVAR R

CEVAR R

CEDARR R

CELAR K

CEDAR? FALLS lrauloneny

CEDAR R

BLACK HAIK CR
1GHA R

JOIMA R

I0HA R

TG R

JOIA R

JUNA R

I0NA R

SHELL ROCK R
HISSISSIPPI R
SKINK R

SO SKIEK R
SO SKEK A
DES HLIES 1te EALY FK
0ES HMOINES R
DES IIOINES R
DES $10114ES R
DES (10(2ES
BEAVER CR
BOIRIE R

81G SN R
016 sfaux n
fFIOY0 R

fFIOYO0 R

LIBIVE SI0NX R
1DIIIE SIOX R
LILILE SIONIX R
HISSVURI A
NISSAUIIL R
DES (30MIES R
VES HOINES R
HED HUCK RESERVUER
VES HONIES R
SOuIE R

ORI "
RACCOOH R
RACCOON i, v
RACCOON R, HORIN
WODALIAY R
HUOANAY R
RISHIIABOTIA R

WISHURBOIIA R, EAST
NEHNCRDIIIA Ry EASI
SOl kv

HhCoud

IMJISA
NLIBMIE
CLAYTOR
AlLAIIAKEE
Ct 1uont
1QUISA
HUSCATLIEE
LI

BIACK UAIXK
601 ACK IAIK
fFl1uvo
BLACK HAIK
1 OUl SA
LOUISA

JOMISUL
TAltA
HHARSUIALL
PRACIKLIN
$LOVD
€€

JASPER -
S10RY
ULAE0L DE
BOOHE
MEBSTER
HEBS IER
HxBOLLY
POIK
AL YO
HOODBTHY
SHIDX
HONLDLRY
FoYnouwru
HARRISON
NEOURIA
CHERVKEE
FNELRNT
1"igLs

1 EE
HAPEILO
1IaR1 O
HARIONH
HANREN
POl K
POIK
GIEERE
SAC

PAGE
PAGE
FUESSONT
FREVIONT

usi
HECAIIIR

HBIVPE

T XTI XD T T TTD DD DDIDDID2ODD2DD2DDDD2222D2DDDDDDIDDDIDD2DIITTTD

HBSIZE

87.93
43,63
%1.05
14.07
67.82
25.33
©4%.69
46.64
22.93

1.53
4%6.83
13.90
25.21
16.37
19.71
34.17
44.15
406.43
29.22
37.11
34.2¢
32.44%
35.60
20.40
€2.29

66.33
54.12

10400.00

24.17
19.68
26.64
20.63
54.88
19.08

.1
19.26

5.51
54.29
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MalerBady Syslewm Report
Lisl of HalerBodies

ons 1810 HOHANE PSCOINY IBTYPE HUS1ZE [2-¢1Y 1 W)
22% 1A 05-1H0-0VB58 L i, Ays U)d Rusoivoir HEHLLOLO L 12.0 A
222 118EAOL udidy Co. R 4.9 "
228 118€00)-0 Qowoal Cr. R 4.8 n
224 11BEJCOL Coltomicad Cr. R 17.5 n
225 11 O£160)-8 Kickapuo Cr, R 11.1 "
226 118E101-0 Cassol Cr. ] a.7 1
27 11 8EROO1 Huckoll Brand, R 19.8 n
228 11 VENHCO1 Noyus Branch R 13.2 "
29 1LBEROC] Spoil Bark rib. R 10.2 n
230 1¢BEKOL Scalterimyg IK. R 14.1 n
231 116EV1-A Embasras Q. R 7.9 1]
232 11 BEO7-A Enbarras R. R 13.6 n
233 118E07-p Eabarras R. R 16.5 M
234 118€07-C Ewharras A. R 3.7 1]
235 11BEO7-0 Eabarras K. R 3.2 1}
236 I1BEL4-A Eabarras R. R 5.9 ]
237 lienol Hmill Cr. R 32.2 1]
236 1181102 Sugar Cr, R 28.5 "
239 ILBPJICOG-A Salicwe Br. R 10.3 1}
240 118PJ0O3-E Sall fh. Varmilion R. R 12,9 "
24} 118POI-A Vermilion R, R 8.7 1
242 I18P0O1-8 Grape Cr. R 6.7 "
243 11606-A tubash R. R 7.9 "
2144 1LB06-€ ahash R. R 16.9 1}
245 IL606-F Habash #. R 6.1 H
266 11CDO1-8 Seminary Cr. R 1.1 |
267 1L DAOG-B Necayiin Cr. R 30.9 1]
2468 lLosol-8 Otler Cr. R 18.4 "
249 1L0004-4 Hauvaise Terie H. R 3].2 H
250 1L0GJoL-A Troublesvme Cr. R 1).4 "
251 I10Gi01-8 Kildjordan Cr. R 6.6 1}
252 1106501-0 Tiviblusowe Crask R 3.8 n
253 11DGLO1-E E.FK.la ftuine R. R 5.1 "
254 11 0G04%-0 La loine R. R 7.1 n
255 ILOGO%-F Prairie Cr. R 7.6 1]
256 1L048)68 Big Cr. R 7.2 4]
257 110001 East Cr. R 8.0 n
2568 1L0J06-C H. fFk. Spoon R. R 17.2 n
259 1L0KF11 Prairie Ci. R 16.3 H
260 11oK)2-D Indian Cr. R 7.2 (]
261 ILDLOL-A Kickapoo Cr. R 18,2 1]
262 1L0Q03-A Big Buweau Cr. ] 45.8 H
263 110903-8 8ig Buwroau Cr. R 11.7 "
264 JLORO1 tittlo vormilion R, R 22.0 n
265 ILOSDS Verwilion R. R 2.1 n
266 110507 -4 Vermiliovn H, R 35.0 i
267 IL0S07-C Vasmilion A. R 3.8 L]
268 310507-0 Varmilion H, R 5.4 "
269 fiorzsol Flinl Cr. R 14.0 (4]
270 iLpizso2 Tyler C». R 17.7 ]}
2 Ivize-8 fox R, N 9.7 H
2712 Jivi2z-c tox R, L] 15.2 ]}
273 Jjior22-o Fox R, [} 6.1 1]
I R o i t B Il



Haterbody Syslem Rebhos

List of HaterBoslies

c8s

276
21
278
279
280
281
282
283
284
285
286
287
288
289
290
291
292
293
294

Holo

IL0Z2P03
ILDO3-A
iLpos-8
JL003-C
IL003-0
1L005-A
IL0O0S-8
IL00S-C

16 009-A
1L009-6
1L009-C
1L009-0
11009-€
IL009-F
ILD)O-A
JLO10-B
ILD16-A
1L016-0
1L016-C
IL020-4A
ILD020-8
1L023-A
11025-B
ILb23-C
1LD30-4A
1L030-8
1L030-C
IL030-D
1L831-A
ILD31-B
1Lo03l-c
1to3l-0
IVEOAO]
JLEO9-A
ILGBAAOI
1LGBEOD]-A
ILGBEO]-B
ILGBI.O5-A
ILGBKO5-B
ILGBKO5-C
ILGBKO5-0
ILGBKO5-€
ILGBKOS-F
ILGBKO5-G
ILGBL10-A
ILGOoL10-B
ILGetL10-C
ILGBL]1O-0
ILGBL]1D-E
JIGBLIO-F
1LGeLlo-G
ILGBLIO- N
nGetLio-1

L&

HBUAIE

farm Cr,
111linois
11linois
Il linois
I))inwis
11linoie
1llinois
1))inois
11linois
11linois
I11linois
11liiwis
11linois
11linois
J1linois
11lirwis
10linois
11linois
Illinois
11linois
11linois
Illinois
13inois
Jllinoie
I1linois
11linois
I1linois
11livois
Jllinois R,
Illinois R,
J)linois R.
11linois R.
Suwyar Cr.
Saiygjamon R.
Rock Rwm

Lily Ceche Cr.
Lily Cacho Cr.
H. Br. OuPago
H. B¢r. OuPagoe
H. Br. DiwPagyo
H. Br. DwPago
H. Br. DuPage
H. B¢. DuPage
H. 8r. Difago
&. Br. DuPago
€. Or. Oultaga
€. Br. Ov¥age
E. Br. DuPage
E. Br. Nulago
DuPagye
Dukago
DwPagyu
D' agu

Bubane
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Haloibody Systca Repoel

Lisl of HaleBodius

oss

351
332
333
334
335
336
337
3138
339
340
341
342
343
344
345
346
347
348
349
350
351
382
353
35%
355
356
3s7
358
359
360
361
362
363
364
365
366
3627
368
369
370
371
372
373
374
375
376
377
370
379
3a0
381
382
sas

183

HB10

116G02-B
11601
31Gxo3
ILGLAOI-A
11GLAG)-B
11GLO9-A
11GLo9-8
1LGLO9-C
311G001
ILGUO02
1L6vol
I16HO02
11601-A
ILGol-8
11Gol-C
ILG11-A
1tG11-B
ILGIl-C
1LG11-0
ILG12-A
IlGl2-8
1tgas
J1G30-A
1£G30-C
1tG30-D
Il G30-€
ILG30-F
ILG30-G
1LG30-1
1ILG30-1
ILNODOG-A
ILHe004-B
1L 18D04-C
1111842-8B
ILIICCB0S
1LIICCCO%-8
1LKcoy
1tot-a
ji1uol-8
HHol-c
111i01-0
I11.301-A
11 §01-8B
1¢101-C
1IotL-o
1I0V-€E
It102
11184-A
IL184-8
IL1184-C
11184-D

2 18%9-E
I1.J10AC02

Hna31-4

VHIIALE

flickory Cr.
Seraitll Cr.
Flag Cr.
Acklison Cr.
Adddison Cr.
Salt Cr.
Salt Cr.
Salt Cr.
tHillow Cr.
ladian Cr.
8ull cr.
nilt cr.

DasPlaines R.
DasPlaines R.
DesPiaines R,
DesPlainas R.
DesPlainas R.
DesPlaines R.
OesPlaines R,
Dosi*taines R.
Oosi’dainos R,
Dosi')aines R.
Dosltaines R.
DosPlaines R.
DasPlainoes R.

DosPlaines
DesPlaines

Dosllainus

R
R.
DasPlainas R.
R.
R.

BosPlubews
Ouae Cr.
Mwrn Co,
thorn Cr,

L, talimol R.

il. Fk. #. B8r. Chic. R.
Hid tk. 1. Br. Uhic.

1. Br. Chidcayo H.
L. Calwwul R.

Cadiunod R.

Calwnwd-Sagy
Calumol-Sag
Hississippi
Hississippi
Hississippi
tississip)oi
Hississippi
Itississippi
tlississippi
Hiseissippi
"i!.itlippi
Nississippi
Hiselseippi

Chaivwl
Charvwl
R.
R.
It.
Q.
n.
R.
It.
R.
R,
1,
R.

Hat ding Dilch

ljulwl I

torse D Pant L.

HOYCOIN

HatvYPe

2 REESEFEREEEFEEEEESEFEENEEFEEFEFEEEESEFEREREEREESRNENENERNEFEFEN-ESREERE- BB NN

I@SIZE

-
. o | &

TTMR P C O OOV ORN P NG C AN NN P NODP GO =W WO ER WO OO N, O VOO mRED PO

(S 3

-

L3

[
MIPOAN @ CAWSDWRANNEE O VD= NP PWUWONNSOWWERErDELOWHWNNIOCOSTNED VO

(1SN 270§



tialoiboily Syslom Repor
Lis| of dtatasrBodies

08S 1810 1BlAlE 1COLAY
3086 ILUNAOL-A Cantecn Co.
307 ILJn02-8 Cabwkia Canal
388 18JGAOL-A Incdian Cr.

3689 ILJR92-A Hood R.

390 ILJRO2-6 E. Fk. Hood R.
391 JLJ83-A Mississippi R,
392 1LJ63-86 Nississippi R,
393 ILJ@3-C Nississippi R.
394 ILJ83-0 Nississippi K.
395 ILJB3-E Nissiesippi R,
396 11J63-F Chain ol Rocks
3197 ILJe3-a Hississippi R.
3198 ILJ83-H Nississippi R.
399 1LJ63-1 Nississippi R.
400 JLJ63-4 Nississippi R.
401 1LJ63-K Hississippi R,
402 11J83~L Nississippi R.
493 11J63-H Nississippd R.
404 11K02-A Nississippi R.
405 I1K04-A Nississippi R.

" 406 ILLOOOI-A Cadas Cr.

407 ILLOEOI-6 Cedas- Co'.

408 11103-0 Nissizsippd R.

409 15310801~A Pilas k.

410 ILH001-A Crab Orchard Cr.
411 ILunoI-8 Crals Orchard Cr.
412 118D0%-6 Coab Grchard Cr.
413 11113072-A Casuy Fk.

414 ELOCO%-A Richilasul €, ~tonbls
415 110€04-8 Richilam Cr.-South
41 JL0C049-C Richlan Cr.-South
417 ILOC04-0 Ric:lland Cr.-Soullhh

418 ILO0L02-E Richlaul Cr.-South
419 IL00L02-F Richiaiul Cr.-South
420 ILODLO2-G Richland Cr.-Soully

421 ILON0]-A Sugar Cs.

422 IL01601-E Seveer Cr.

423 IL0J06-C Towm Cr.

424 IL0J06-E Crouvted Cr.

425 110J08-F Crookad €y,

426 1L0.$08-G €roukad Cr.

&27 1L0J06-J Crovked Cr.

428 1t013-F Kasliaskia R.

429 1L015-A Kaskasliia R.

430 I1(1PQE06-6 ttokelar Cr,

4531 IHROU VEPUE BIIREAU
432 ILRGA Bhuce oI PAGE
433 I\RGG CHunCNILL 1acoon 0OU PAGE
434 ILRIIA MHOLF COUK

435 ILRtIB 1 ficlw -1 UHARKI TH
436 ILRt® 2 RENO-2 | RANKL 18§
437 ILRTY LG | AKE

%36 ILRIP SLOCINt | ::5

83 &% 118685 ew [

HOIVPE
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lislciliody Sysloa Heport
List of HalsrBudies

ans

‘141
h42
443
fud
448
“ad
Gl
114408
“ay
450
451
“52
483
454
455
456
457
456
459
560
461
462
463
46%
465
466
467
460
469
©70
471
422
473
424
475
44
“r7
476
479
460
461
482
403
484
485
4066
447
<66
“89
490
49l
4992

493
“«9
49

HD1O

11S02€E

1Lvio
KY5100102- 008
Ky510ul02-020
KY5100205- 038100
Ky5130l01-00310)
KvSi30l0l vadiol
KYSI130205 0us
KYS130205 009
KYSi30205 ot
KY5140102- 0U%
K¥Y5140102-015
®¥5140102-026
KY60¢0006-006
HAZ1-04
HAZ1-04A
HA21-05

HA33-07

HA36-12

HA36-22

11A51-03

11a62-01

1HA62-06

1A62-15

HA62-23

HAG2-26

HA71-03

11A72-03

HA?3-01

HAB1-10

HAB2A-11
11A828-02
1AB20-04
HAB208-05
1AB20-06
H2046-01

HA93-05

HA93-06

MA93-08

11493-10

1A9%4-01
1#-02130103-€-11
110-02130105-R-11
1I-02130207-E- 11
1iD-021303504- L-21
110-021304038
IN)-02130403-E-11
1iB-02130502-E-11
HD-02130505-E-11
110-02130701 E-1}
IU-02130801-€- 1}
110-02830805-1-1)
H0-1120 30903 -E 1)

lo-6213180% € 11

HBHANE

PONEHIDN
OEL#

SOULIE Eunk 1HiK K HIVER LIALIGIENL

BIG SHY CHEEK Lasin
HERNTIUTAND ) AKE

LAUHL L (10VE R | AKE

LENBTH LY taanvom

PI00IRE HUveIL RAbELiENl

BGOUE VORK BTl HEVLIL 1BASIN
LOUNE PURK TEIIE NEVEH pASLIN
SAL |l HIVEH NAINSGIEHN

SALl RIVER HANLIEN

SALE RIVEI HATIISIER

CLARKS HIVEH HallisItN

SOUTIL BHANCH HBUSIC RIVER
NAISAIONIC HIVER

HOUSATOHIC RIVER

SOul RIVER

SEVEI $11E ULVER

CHICOPEE RIVER

BLACKSIONE RIVER

LAUBTON RIVER

SALSOURY PIALI AHO NATFIELD RIVERS

RIkIFENL RIVER

INDY COVE BHUIK

HEWASKET RIVER

HYSTIC RALVER

CHARIES RIVER

HEPWIISET RIVER

HASIIA RIVER

RIVEN NEADN OHUOK

ASGANEY IIVER

ASSAUEN RIVER

ASSAOElN RIVER

ASSABEF RIVER

FOLF SUHAIP AIID HIILL BROUX
GOLLYUNAY T MIpLK

BORTHI RIVER

BASS RIVER

FORES] RIVER

COIIASSET 1ANBOR

Isloe of Highl Aay

licvpor U Bay tnon-lidal
g Amowessox Nivolr | tickald )
Jolwyson Putul

laiar thaoplark Rivar

Lot Choplad. Rivor $lidal)
Hilos Hiver L tads1

Lenior CLhostue Hivor § Lidal
Bush River (Lidul )
Gimypraatilur Hiver (lidaeld
tuch Ruaven Rusetvoir

Boblimoni o Hahion

Survue ey Waveer | lll'.'li
Pest Havoer (Laslal

HiyCoU

VAZEHEIL

| AKE
NARHLSeRrE
tHCLol Ay
AHNAND
LAUIEL

1 AlIntl

(N3 {4
CHRIS LrAN
castan
suLLlne
suan e
SIENCEH
HARLIIALL

HORCESIER
HOWCESIER
SNENRSETF
Hiconico
DOHCHES IER
OUNCHESILR
1A1 000
QUELI} AIUIES
AN DR

LIAL Y IIM3NE
BAL | HUINE
GAL YV LINHSE CHIY

Al ARAREL

s virg 1IS1LE
1426 .00
225 %0
Lo
25.'0
2940.u0)
su1b0.00
159,100
40. 21
3040
25.00
13 .40
30.70
4.10
25.90
7.10
10.30
45.10

80
10.%50
11.30
4.00
19.010
126.90
11.490
64.20
12.00
21.20
20tlie.0n
$0.90

10.90
e
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ttatosBody Syslam Repoo
List of HalerBodies

08s HB1O

4% 10-02131005-€-1)
497 Hii-02131101

498 110-02131i01-t -1}
499 110- 02131102

500 110-023131103

501 110-02331105-R-11
502 110-02139996-E-11
508 110-02140101-E€-11
Su% 110-02140103-€-11
505 110-02140104-E- 11
506 110-02140011-€E-11
507 110-02140201

500 110-02140308 -R-11
509 110-02140304-R-11
510 119-02140504~R-11
511 HE 001238

5)2 12407010202004
513 19407010204002
514 12107010204004
818 18{07010205001
516 12467020006001
517 141070450001004
518 19i070400010112
519 $8107040002017
520 184070400020186
521 18107040002019
522 19107040002021
523 8107050003017
524 $4107000201023
525 18109020104004
526 1#109020107002
527 1441017020303 8
5286 I18(101702030354
529 1ISE00Z

530 ISE006

531 158001

532 HSA002

533 HSROO3

53¢ HSAROIL

535 NSRO)2

536 IISRO1 3

537 151t016

538 1sno17

539 1SRO21

540 tISRO25

541 1SRO27

542 HSRO48

543 $1SRO05]

544 NSROSS

545 HSRO64

546 HSRO68

547 NSRO70

548 NSRO71

£33 Ii3Ro53

IBUANE

Olhner Husl Chosopredho Dratnage

Paluxenl Nains tom Honlh o turry Landing
Patwenl Mainslco Hunth Lo tonry Indy Tlidel
Patimend Matns law Luiry Tending ta RE. 216
Mestern Branct

Lilils Paluxent River

fovier Chozapuake Bay

Potumac - Swi il Point {0 Boulle (tidadd

Sh. Nary's Rivur Cladal)d

Brotoun Bay

Haltauwman Cievh (tidad )

Potomac/llarsliell Hudl (o Lhain Beidye
tippor Hunocacy Hevar

Ooubsle Pipo Ceock

Conococlieagrio Cruak

FISH R, 1K IRIDS

BACK BAY OF BLIOX1 1AT POI'PS FERRY)
JIDENATEIR BAYQU
BAKERS CREEK
BIG BIACK RIVER
B1G BLACK RIVER
BAIIALA CREEK
BOGHE CHITIO RIVER
BOGU:E Citl DO HIVER
PEARL HIVER
PEAIIL RIVER
PEARL RIVER
PELAIIAICHIE CREEK
YOCKAHOOKANY HIVER
LEAF RIVEN
OXA)IBBEE CREEK
OKA LOIIA CHEEK
TARLAMATA CREEX
COLDIAIER ALIVER
DEER CREEK
1EADL hAYMY
LG GERIF)TNRR nlv&ﬂ
16 SUNEINIENR NIVER

tscoinl

CAILVENRT
CALVENT
carveur

AHNE ARURIDEL
PRINCE GEORGES
HOHARD

SI 1ARYVS

ST NAItyS

S1 1ARYS

ST I1ARYS
CUHANLLS
PHEIICE GEURGES
IREVERICK
CARROLL
HASINHGTON
AHOULS100K

LARRISON
JACKSON
lienos
HABISON
HARREH

RAIKTM
Hivps
HADISOH
RAIKIN

1 AIOERDAI E
covhniund

HASIHENG IO
BULIVAR

HBIVIE

rFDDxTZTmMmMmMMMDTIDMTDM

1IZE

0.50
3y.an
/.70
j18.00
16.00
5u. 90
779.70
317.00
15.60
4 .80
8.60
10.00
144.00
77.10
40.10
7145.00

HHPOHET
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MatcrBoy Syslom Rcpor i
Ltisl of MHaleiBodiss

08s 1810 HUNANE

551 HSRO76 HIILTE OAK BAYOU

552 11SKR0B2 YA200 RIVER

553 11SR0B6 HACKEYS CREEK

554 NSROBY HCK)IIL EY CREEK

555 HSRI102 J0)1 CREEK

556 HSR103 BRIDGE CREEK

557 HSR104 ECAIN CREEK

556 1GR100 1HS5ISS1PIPL REVER

559 1sSN109. NISSISSIPPL RIVER

560 11SA110 19ISSISSIPI'T RIVEN

561 1SR247 FAUGIPANCA RIVER

562 HSR272 TALLANALA CiEEK

563 HSR349 RIVEIDALE CR

564 HSR4S9 NONCOMIAN CREEK

565 WSR467 ESCATAIIPA RIVER

568 tISR476 OLD LIFTLE TAILLANAICHIE RIVER
547 $ISR479 HAIRSIOI BENDNAY

566 $1SR404 HISSISSIIPL RIVER

569 H11SR490 LEAF RIVER

570 HSR%99 LEAF RIVER

571 nSKS12 YOCONA RIVER

572 NSR515 IRIOUTARY OF HIIDTE OAK W3AYR
573 SRS 19 BIG SINITLOIER RIVER

574 HSTROZ BERNAIILD BAYUN)

575 nsiko? ESUCAIAIW’A RIVER

576 HSIRVO ESCAIAIN*A RIVER

577 HSTRO9 ESCALAILIA IEVER

576 hsinae EUIIARUS BAYQH)

579 1114431006 PRICELY PEAN CREEK DIAINAGE
500 1Hial1007 HISSOURE IIVEN ORATHAGE | AKES
561 1131415004 DIG SPNIEG CHEEK DRALNAGE
562 1114280038 UPPEIL TOHGUE RIVER GUALIIAGE LAKES
563 1 76t1001 BL11ERNOOT RIVER MANISIEN

564 111761 J008 ASIIEY CREEK DRALINAGE
584 Hize1J013 HINVEF LS RIVER DIAJIIAGE

586 11761002 LOMEN FIAINEAD RIVER IRIBIIIANIES
507 ni761001 ANNISGIEN CLARK FORRK (30 AIIILAD - LILACKFOOT)
5668 HC30200 ROANOKE 06

509 1C3030) TAR-PAINL ICO O]

590 1csolo? TAR-PANLICO O7

591 HC30402 NEUSE 02

592 $1IC30407 HEUSE 07

593 HC30501 VHIITE OAK 0]

594 1HC30602 CAPE FEAR 02

595 HC30606 CAPE FEAR 06

596 HC30607 CAVE FEAN O7

597 11C30600 CAPE fEAR 00

596 HC30622 CAPE fFEAR 22

599 1C30704 YAOKIU 04

600 HnCcs o707 YAOKIN 07

601 130750 1 IHIBER 58

602 #c3000% BROAD 05

603 1C3083) CAlAIBA 3)

$0  IEtoRs  CAMAINA 82

Hecousi

wminca

INNROE
LEE

Al CORN
AL COonN
HARREI}
hE SOI0
L1V I3 I )

JACKSON

HARRISON
JACKSOH
JACKSON!
JACKSONe

ALK

LEILS AN CL ARK
1E0ILS ANO CLAKK
FEIGUS

ROLEDIN
HISSIRILA

H ANIEAD
HLALIEAD
SAINIERS

SANDERS

IBIVrE

T DD DD DD DD DI DN TN DIDIIRDIRNDIDTIDDDDDDD

HB512E

19.00
132.70
6.00
5.00
10.50
11.00
3.00
30. 90
6.20
43.10
31.20

295.40
176.60
365.60
469.00
175.uv0
196.00
1416.490
1761.7

g i

HotRIN T
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ttaterllady Systaem llopart
Liel of HaleiBodies

08s +8lo HONANE BCnM HEIYPLE MUSILE
606 tc3oesz CATANBA 37 R 81.%0
607 HC40306 FREJK'H BROAD 06 R 711.80
608 11C40501 HINHASSEE 01 A 35.00
609 150701 HiEw 01 ] 409. 90
610 18-09020201-006- DEVIIS LAKE RAIISEY ICH 49585.00
611 110-09020204-003-S SHEVEIRIE RIVER CASS R 11.%0
612 ti0-09020301-001-S RED AIVER GHRAMND FORKS A 46.00
613 110-10110101-001-¢ POHERS | AKE BURKE i 950.60
614 10-10130102-006-L 1AXE OANE ict 175.78
615 11-02050103-010R PASSALIC RIVEIL UPKHER R 54.00
616 HJ-02030103-030R RUCK ANAY RIVER R 61.00
617 111-02030103~-140R HAOOLE RIVER R 16.00
616 115-02030103-150R PASSAIC RIVEN LDUER R 14.00
619 11J-02030103-180R NACKENSACK HIVER LOHER A 44.00
620 11J-020300D4-02UR ELIZABELN RIVER A 11.00
621 $15-02030104-050k RA(NIAY AIVER (] 264.00
622 NJ-02030105-080R RAREIAU RIVER UPPER ] 8.00
623 14)-02030105-100R HILLSIGHE RIVER UPPER R 20.00
624 117-02030105-120R RARFIAN RIVER ¢HODLLE R 12.00
625 114-0205105-050R LABINGION RIVER R 27.00
626 11J-02040105-050R PAUL IIISKY 1L RIVER (1ORER R 46.00
c 627 11-02040105- )50R TRISCOHE ICEWRS RLVER VI'PRR R 45.00
628 tt)-02040105-240R ASSIHIPIIK |.REEK 1 ONER R 5.%0
629 111-02040202- 010! HOIIN BRATACH PEILNILAIMLID CREERK R 10.00
630 111-02040202- 040K ORI BUATH.H RAIW.GICAS CHEEK LOHER ;] 18.00
631 111-02040202-100K PEINISAUKEN CHELh HALNSLEN AN SO BRANLN (] 14.00
632 111-02040202-1101t COUL'ER RIVER ] Z1.00
633 $19-02090202-120)R 81G FTIIBER CREEK A 24.00
636 NJ-02040202-150R RACCOOM CREEK R 17.00
635 11-02040301-010R WANASQUAI RIVER R 30.00
636 1J-02040302-030R GREAT EGG 1ARBOR AIVER UPPER (] 186.00
637 olleéé 3 BLANCHAND TEAGIL CLEEK (U 00 1AHA CREEK ] WANCOCK L] 12.50
638 olizz 11.0 L] 4.50
639 PA-00161-003.3-000.0 BIK RUM GLRIT ) ILDDILE BULK RUIYD R .
640 PA-00374-000.9-000.,0 REU CLAY CREEK A .
64l PA-00391-006.2-000.0 HEST BIANCH UED CLAY CREEK R .
642 PA-00462-014.4-000.0 1CIO0IE BRANCH MIETE CLAY CIREEK A .
643 PA-00604-005.0-000.0 EAST BHAIKI CUESIER CREEK R .
644 PA-00621-006.0-002.0 RIVIEY CREEK R .
645 PA-00833-075.1-065.6 SCIUYIKILL RIVER R .
646 PA-01017-020.6-001.8 PERKIONEN CREEK L] .
667 PA-01024-015.9-000.2 SKI#'PACK CREEK L} .
690 PA-01181-005.4-000.1 1107A1 CREEK R .
649 PA-01309-000.2-000.0 SHAIIP CREEK ] .
650 PA-01655-020.2-000.49 HANHATAIRIY CREEK L] .
651 PA-01846-036.0-000.0 TULPEIUICKEN CREEK R .
652 PA-01916-002.0-000.2 Jackson Ciook R .
653 PA-02636-008.0-002.1 LITULE MESHAMINY LREEK H ¥
654 PA-02776-003.3-000.3 COOKS HINY ] «
655 PA-02776-003.5-000.0 COUKS KRURS (COVANIRY CLLB RIRN A
656 PA-02866-004.3-000.3 HEST BRAUCH NESHANINY CREEK 1] ,
657 PA-03110-007.6-000.0 101ICKON CREEK L]
656 PA-03110-019.6-011.0 lAKEcIl)CI(AIIIXleN t .
223 “-3“22—8523-3(‘)33 lglgd(ln{!ﬁg l‘(ElSO‘llll HRAICH ) H E

Histt sl b
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Halarhuldy Sysicie Nteprost
Lisl of Halorboudias

B#l=9

08s HBID 1-BINANE tBcouwl $WIYPE IWW312E e T
661 PA-07070-016.0-000.0 EAST BRAICH OCIONARRO CHEEK H "
662 PA-07546-025.0-000.0 CONENIOGA CHEEK 1] "
663 PA-07540-065.5-050.9 COUESIVGA RIVER R "
664 PA-07597-027.7-000.0 Hill Cregek R ]
665 PA-07795-001.9-001.3 WWIT, CONESIOGA RIVER m "
666 PA-07615-004.3-000.0 E BR CUUESIOGA RIVER R "
667 PA-09691-016.5-000.0 Quiltapahilla Crask R "
660 PA-10194-016.0-004.5 Cunovduguinag b Creak R "
669 PA-13609-019.7-000.0 VE14UHI CREEX R/ n
670 PA-16504-006.6-000.0 Plws Croek R G
671 PA-31820-004.6-000.0 UVEL AJHE JAKE L

672 PA-33953-012.2-000.0 BEAVER RIVER _ R "
673 PA-34025-0408.5-005.2 COIMOUUENESSIG CREEK ] 1
674 PA-35462-033.2-000.0 SULIIANGO RIVEH f "
675 PA-36673-004.6-003.6 Brush Runy R It
676  PA-36936-000.6-000.0  WIF Brush R R n
677 PA-37373-002.7-001.2 Thospson Run A i
676 PA-~37702-007.6-000.2 JACKS RuAd R "
679 PA-92685-001.0-000.0 T Buffalo Crevk R [}
660 PA-492264-101.2-092.6 CLANIOI RIVER R n
661  PA-52942-007.6-005.1  COIMIEAUITEE CHEEK R i
682  PA-58849-008.1-000.0  ALL(HAY CHEEK 1UMI ) R "
663 PA-59041-016.5-0012.0 ROCK CREEK R n
608% PRECO116 IMEBRAOA VE 1AS 1 AJAS R 6.30 3]
665 PRECO)36 QUEBRADA AGUAS CLARAS R 4.60 i3
666 PREEOOD6S RIU LA PIAIA C/E 9.60 n
687 PREEOLZS RIVU SABAIIA CrE 0.90 "
686 PREEOLGS CAIN) UE SANIIAGO C/E 7.20 n
6069 PREKON6O CANO DE SANTIAGL R 6.00 "
690 PRELOOB2 1 AGO CIDRA (B 260.00 A
691 PREROL10] RIV CAIOVAIIAS ] 32.60 t
692 PREIROLOS HIO CAIVAILIIIILAS [ ] 22.90 1]
693 PREROLES (LA U N 331 [7] R 32.60 n
6946 R10001002 BHAIK U R AlID {RIBS PHROVIDEIXE CO. R 41.8% "
695 110004009 JEIL INLE R PROVINEICE CO. R 7.50 t
696 ®#10006007 1IALId SIELl AlID IRIBS I'ROVIVENCE/KENT COL.'S R 25.50 1]
697 R10007019 SEEKOIK R PHOVIVEIKE CO. R 5.00 (1]
6986 ®10007020 PROVIDEINE W PHOVIOILICE CO. tsr 6.60 S
699 /10007025 GREEIBICI BAY AND COVES Ktité co. ESI 4.30 S
700 /10007032 MU HOP'E BAY HEMIrORT L BRISIOL E 9.30 S
701 SD-POCASSE 1K 'ULASGE CANHI'BELL ] 1000.00 A
702 105130105029 HUCKCASILE CHEEK FEUIRESS R 4.40 "
703 10110513020401}6 HARPE I HIVER He) ranson R 51.70 i
704 1110601010200t SO NQISIOH ILIVER SUII IVAM R 7.30 i
705 11106010102006 BOUIKE HESENVVIR syl Livail R 4400.00 A
706 1106010103008 MAJAINGA RIVER MASHN IR ® 10.80 n
707 1011600100 0410SSYER MISLHY CHEER JEEFENS O R 2.40 "t
708 111060L0108001 PIGEOII RIVER COCKE ] 12.10 tt
709 11106010107007 EEVIIE PIGEVI RIVER StVIER R )41. 70 n
710 1106010107010 HESE PHNIG 1000 E PRGEN RIVER SEVIiER R 6.490 []
nl 1110601010/014 MEST nutt; 11000 E PRGENH RIVER SEVItR R 9.5 (1]
712 110601010 /029 IHMIGEAS HESERVIIIR JEFIERSING [§ 20400 .40 A
713 ue0loIniode f"(;l.ll'll Bllﬂ:ll HIVER JE}!(HS(NI L} e 603 1]
R 1+ £ 1] prad e VR LheR endlf k 13:48 |t
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HalasrBody System Report

Lisl of HalerBodies

08s

716
717
716
719
720
721
722
723
724
725
726
127
720
729
730
731
732
733
734
735
736
737
738
739
740
741
742
743
74%
745
746
747
746
749
750
751
752
753
754
755
756
57
756
759
760
761
762
768
164
765
766
767
766

§38

1810

1110601010600)

THO60)020)CANEYCR
11106010200 FXRSICREEK
t1106010201SECOUNCR
31106010201 SLIKLIIGEREEK
71006000201 TI1ROCR
11106000201 TUCKEYCR

1106010201020
1106010201025
1106010201026
Tios6010201035
t1106000205BIGCR
1106010206006

MI06UI0207EASE FORKPOPLARC

1106010207011
1106010207014
1140600020700 6
10§06010200013
T1§06020001002
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APPENDIX D

WATER BODY SYSTEM 305(b) DATA:
WATERBODIES FOR WHICH POINT/NONPOINT SOURCE NUTRIENT TRADING
APPEARS APPLICABLE IN THE FUTURE
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