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Pollutant trading advice: Run with it

By AFRIL GRIPFO

5 dischargers anxiously awan the development

of nearly 2,000 to1al maximum daily loads m

Florida, there s increased interest i pollutant
trading and 015 role in creating markel-based incentives
for implementation of cost-effective strategics in the
TMDL program, This simple and usel ool for comply-
ing with water pollution control policy 15 shaping up 10
become a valuable remedy for existing dischargers fac-
ing reductions.

TMDLs developed for impaired water bodies may re-
quire substantial reductions in point and fon-poing source
dizcharges o meet future wasteload allocations, Follow-
ing a fair inltial allecation of a permitted level of a polhst-
ant, wastewaler dischargers could trade pollution reduc-
tton credins and reduce overall palliitant abatement costs.
In many cases, pollutant rading will be the cost-effective
alternative 1o expensive capital investments in plant up-
grades.

Preparing for motion

Proponents of trading have followed the secoess of
other environmental trading programs, Participants in the
wetlands banking program restore or create wetlands,
then sell o wetlands All permit recipients who are re-
quired 1o offer compensation as a condition of receiving
the permut. Trading also has been an important element of
the nation's air quality program for years, but pollutant
trading is a relatively new and untesied approach in the
water quality program. However, the point and non-point
source nature of water discharges, water guality goals
and standards, and hydrologic divisions make fashioning
an efThuens trading program quite different from an emis-
sions irading prograrm.

EPA issued an Effluent Trading in Watersheds Policy
and Draft Framework for Watershed-Based Trading in
1996, Following that, the agency funded a limited number
of demonstration trading projects, including the Chesa-
peake Bay Program, believing that the lessons and meth-
ods from these programs would be valuable in other ef-
forts to restore water quality, While some altention was
given to these projects, pollutant trading did not advance
as expected,

In May, EPA renewed its support for the development
of a marker-based trading system with a proposed water
quality trading policy. This policy encourages staies w
develop trading programs that implement Clean Water
Act requirements in more flexible ways. Programs are
intended 10 be consistent within existing regulatory frame-
works, including Mational Pollution Discharge Elimina-
tion Systems regulations and TMDLs,

Crawling along

As TMDL implementation and associated enforcement
begins; pollutant trading is expected 1o iIncrease substan-
tially. Trading systems will allow discharge sources o
exchange pollutant conirol obligations to reach compli-
ance with reduction reguirements. Under a typical sce-
nario, sources with low treatment costs and the ability to
reduce their effluent beyvond required amounts will con-
vert their additional reductions into credits that can be
sold 1o dischargers whose reductions and treatment costs
are higher.

Foint sources may trade with other poin? seirces in
order to make required reductions or allow new or in-
creazed discharges. A recent frade in Virginia accommo-
dited industrial expansion when a Publicly Owned Trear-
ment Works agreed o decrease otal dissolved solids
This reduction facilitated an upgrade of a POTW dis-
charging into the same stream.

Another successful sirategy for point source discharg-
ers 15 collaboration within a stakeholder association 1o
cooperatively meet loading allocations set by the state,
Instead of individual nitrogen and phoaphorus limits for
each discharger, the Tae-Pamlico Association n North
Carolina shares an overall nutrient discharge cap. The
association enforces the cap by allocating nitrogen and

phosphores discherge limits among 165 members. 1 the
collective annual nutrient caps are ¢xcecded, the
association’s agreement with the state stipulates that a set
fee for every excess ke of nutrients wall be placed o a
fund. That fund then enahies farmers to pay for best man-
agement praciices that reduce nutrients. The association
has been successful in keeping nuteient loading well within
the se1 discharge limits in spite of averall growth in the
Dasin.
Standing tall in Florida

With EPA’s recent renewal of support for polluant
irading. dischargers are waiching 1o see how they might
benefit from this flexible approach 1o restoring water gual-
ity. Based on 50% participation in trading, the EPA esti-
mates that $700 million 1o 57,5 billion in controd costs could
be avoided inthe U5, | if states adopted pollutan trading
Among pont source, nnn-]'-ninl source and '|'|11.'-1n:a.limg
dischargers. According to the Census Bureau, Florida
accounts for 2% of the country's annval total expendi-
tures on water poliution contrel, Trading could save Flo-
ridians $50 million to S100 million, while improving the
water gquality of rivers and lakes.

Florida's 2002 Watershed Restoration Act allows for
pollutant trading or cconomically based agreements as a
means for inplementing TMDLs, Modeling reduction sce-
narios for the St. Johns River may wtilize an informal form
of trading. In place of costly upgrades, point source dis-
chargers facing nutrient reduections could fund non-poinl
source BMPs or purchase reductions from overachicv-
ers who reduce discharges beyond reguired levels.

Pitfalls and hurdles

Scenarios involving trading will be evaluated on an
individeal basis. Some sitations will not be appropriate
for trading, such as a stream impaired for wexics by a single
discharger, as only actual reductions in the effluent dis-
charge will prevent exseedances in acule OXICIy ¢on-
centrations. In other cases, competion for economic de-
velopment may make municipalities less likely 1o partici-
pate in irading systems.

When evaluating trading feasibality, many factors must
be considered. Pollutant trading is of greater benefit in
freshwater, one-dimensional static streams with no tidal
influences, Systems with mereased variability may com-
plicate trading arrangements. In eswarine systems, dis-
chargers are often located far from each other, and these
more complicated systems do not easily lend themselves
1o irading. In some cases, a detailed modeling analysis will
be required in advance of a rade, Plus, a cost-benefit
analysis should be performed 1o determine the cost sav-
ings of trading over achieving the required reductions
through facility upgrades.

Mixing zone effects depend in part on spatial, tempao-
ral, and chemical differences between trading pariners’
toads, Before irading between dischargers, the sysiem’s
dynamics, topography, and flow must be cxamined. Be-
cause there is variation in assimilative capacities from one
segment to another, rades in dissimilar systems may not
be successful in achieving acceprable water quality

Accelerating the pace

While everyone agrees that the goal of pollutant trad-
ing—to implement TMDLS in an economically sensibie
manner—makes sense, noone has yet created a clear road
map for how we get there. EPA’s recent support of trad-
ing indicates that more dischargers will soon look at tak
ing advantage of this concept,

Pollutant trading offers new prospects for achieving
more reductions for every dollar spent, With the array of
control aptions provided under trading. including less
expensive choices 1o make loading reductions, sources
often achieve reductions more quickly and in greater
amounts than without trading. The key 1o trading success
i knowing when and how i can work, Point source dis-
chargers have a unigue opportunity to move ahead of
the curve and adopt such an approach.
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