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What is Water Quality Trading?





Building a Water Quality Trading Program:
Options and Considerations

• Need:
– Lots of diversity in existing programs can generate 

mistrust
– High costs to start new programs

• Objectives:
– Make it easier for new programs to start
– Provide greater transparency about what trading can 

accomplish
– Help trading program developers meet their clean water 

goals



National Network on Water Quality Trading

The purpose of the Network is to establish a national dialogue on how water quality 
trading can best contribute to achieving clean water goals. That includes providing 
options and recommendations to improve consistency, innovation, and integrity in 
water quality trading

Funding support provided by USDA and Electric Power Research Institute

Technical advisor
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Vision for a National Network 

To improve the consistency, 
integrity, and environmental 
performance of water quality 

trading through shared principles, 
core program elements, and best 

practices. 



Building a Water Quality Trading Program:
Options and Considerations

• A reference on the elements and decisions 
inherent in trading

• Focus of this version is on point-nonpoint trading
• Detailed options on 11 elements of trading
• Pros and cons for each option
• Examples with detailed references
• Consistent definitions and language



Building a Water Quality Trading Program: 
Options & Considerations What’s Inside

Vision & Guiding 
Principles

1. Effectively accomplishes 
regulatory and 
environmental goals

2. Is based on sound science

3. Provides sufficient 
accountability, 
transparency, accessibility, 
and public participation to 
ensure that promised water 
quality improvements are 
delivered



Building a Water Quality Trading Program: 
Options & Considerations What’s Inside

Vision & Guiding 
Principles

4.  Does not produce localized 
water quality impacts

5.  Is consistent with the CWA 
regulatory framework

6. Includes appropriate 
compliance and 
enforcement provisions to 
ensure long-term success



Building a Water Quality Trading Program: 
Options & Considerations What’s Inside?

1. Policy & regulatory instruments to 
support trading

2. Trading Basics: Who, Where, 
What, & How

3. Eligibility

4. Quantifying water quality benefits

5. Managing risk and uncertainty

6. Credit characteristics

Elements of a Point-
Nonpoint Water Quality 
Trading Program



Building a Water Quality Trading Program: 
Options & Considerations What’s Inside?

7. Project implementation & quality 
assurance

8. Project review, certification, and 
tracking

9. Compliance and enforcement

10. Improving programs over time

11. Roles, responsibilities, transaction 
models, and stakeholder 
engagement

Elements of a Point-
Nonpoint Water Quality 
Trading Program



Questions?

Download the full publication: www.willamettepartnership.org/NN-WQT
Contacts: Bobby Cochran, cochran@willamettepartnership.org

Carrie Sanneman, sanneman@willamettepartnership.org

Funding support provided by USDA and Electric Power Research Institute

Technical advisor

Coordinators
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National Network on Water Quality Trading

Part I: Who can trade?
Chapters: 1. Regulatory instruments, 

2. Trading basics, 
3. Eligibility

www.willamettepartnership.org/NN-WQT

http://www.willamettepartnership.org/NN-WQT


A. Upstream of a point of concern (i.e, in a TMDL)

B. Upstream of a point of discharge (never 
downstream)

C. Downstream trading is OK, but only in small 
watersheds

Trading areas:
Where can a buyer get their credits?



Trading areas:
Where can a buyer get their credits?

Point of Concern Point of Discharge Small watershed



Ag Baselines
What’s expected, what’s additional?

• Current conditions?

• In compliance with clear, individual 
obligations under state, local, and tribal 
rules?

• Achieving Load Allocations?

• Something else?



Baseline decision tree

No TMDL/
equivalent

Yes TMDL/
equivalent

Option A:

Trading baseline 
includes regulatory 
compliance and any 
relevant trading 
program obligations. 

Option B:

Trading baseline is set 
at current conditions 
and any relevant 
trading program 
obligations. 

Option C 
(same as Option A): 

Trading baseline is 
includes regulatory 
compliance plus any 
applicable trading 
program obligations.

No

Option D1:

Trading baseline 
includes TMDL-based 
requirements, plus 
regulatory compliance 
and any applicable 
trading program 
obligations.

Option D2:

The state may choose to 
derive baseline 
obligations from the 
TMDL. Trading baseline 
also includes regulatory 
compliance and any 
applicable trading 
program obligations.

Is there a TMDL or equivalent 
watershed plan?

Do federal, state, tribal or local 
regulations impose any affirmative 

obligations on landowners?

Does the TMDL/equivalent and/or 
implementation plans establish clear 

expectations for individual landowners?

Are current regulatory requirements set in 
the same manner and more stringent than 

expectations in a TMDL/equivalent?

Yes

Yes No

Yes No



National Network on  Water Quality Trading

Part II: What is a credit, really?
Chapters: 4. Quantifying benefits, 

5. Managing risk
6. Credit characteristics

www.willamettepartnership.org/NN-WQT

http://www.willamettepartnership.org/NN-WQT


What is a water quality credit? 



Field

Nitrogen Reduction

Adjustment:
Baseline Requirements

Adjustment: 
Ratios

Credit Pollution 
reduction

Baseline 
BMPs

45 lbs/yr

2:1 
Ratio

100 lbs/yr

90 lbs/yr

45 lbs/yr

=

Credit to sell

What is a water quality credit? 



National Network on Water Quality Trading

Part III: How do you know a credit is real?
Chapters: 7. Project quality assurance

8. Project review and tracking
9. Compliance and enforcement

www.willamettepartnership.org/NN-WQT

http://www.willamettepartnership.org/NN-WQT


Public participation 
What needs public comment?

• Just on a permit?
• On a permit and an incorporated trading 

plan?
• For all trades too?
• On trades, but only when outside of a 

publicly noticed trading plan?



National Network on Water Quality Trading

Part IV: How to operate a program over time?
Chapters: 10. Improving programs over time

11. Roles, responsibilities, and transaction models

www.willamettepartnership.org/NN-WQT

http://www.willamettepartnership.org/NN-WQT


Who plays which roles?

Agency staff Permittees Third parties

Site screening

Initial project review

Ongoing project review

Credit tracking

Program improvement

Considerations for who does what
• Skills
• Time and cost
• Collaboration
• Access to information and privacy



Building a Water Quality Trading Program:
USER TOOLS

• We have
– Briefing notes written by and for sectors 
– PPT templates that can be adapted and used

• Talk to us about
– Helping put together a webinar or training for your region

• We are working to build
– State Trading Toolkit: ACWA and Willamette Partnership are 

building state templates for rules, permit language, etc.



Building a Water Quality Trading Program:
How You Can Help

• The Network wants feedback, comments, and more engagement
– Provide comments to us on the document
– We will take that feedback and incorporate into a Version 2.0 in the next 12 

months

• Help people feel like they don’t need to start from scratch—look to the 
National Network document

• Tell us what other important issues the Network can convene can provide 
help with:
– Stormwater trading
– YOUR IDEAS



National Network on Water Quality Trading

Download the publication: www.willamettepartnership.org/NN-WQT
Contacts: Bobby Cochran, cochran@willamettepartnership.org

Carrie Sanneman, sanneman@willamettepartnership.org
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