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EFF'u.iENT TRADING i:N WATERsHEDS 
POUCY STATEMENT . 

In response to President Oitton's Rdn~llling Environmmlal RlgulaJion (M2rcb 1995), 
EPA strongly piOIDOtcs tbe use of diJuem ttad.ing to achieve wiler quality objectives and 
standards. 'Illi$ sUtemeut communicates EPA's policy on effluent trading in watersheds, 
discusses !he beneOII of trading; pn:seuiS an explanation of several types of effluenl rnding, and 
outl~ how EPA will be e!ICOUJ"38ing trading. This policy is Agency guidance only llllf does 
oot c!stablish or affect legal rights or obligations. It does not establish a biming oorm and is not 
finally determinative of the issues addressed. Agency decisiom in any particular cue will be 
made by applying the law and regulatiODS on the basis of specifiC facts when permits are issued . · 

Policy 

EPA will actively support and promote effluent trading within watersheds to achieve 
water quality objectives, iocluding water ~ty standards, to the extent aumorized by the Clean 
Water Act and implementing regula1ioos. EPA will work cooperatively with key stakeholders 
to fand sensible, innovative ways to meet water quality standards quiclcer and at less overall cost 
than with traditional approaches alone. EPA will assure that effluent ttades are implemented 
responsi~ly so lhat environmeual progress is enhanced, not hindered. 

Benefits 

EPA's support of watersbed-based tradi.Dg is anchored to a strong commitment to achieve 
and maintain water quality standuds. EPA believes that trading is an innovative way for 
community stakeholders (e.g. , n:gulated sources, oon-regulated sources, regulatory ageocies and 
the public) to develop more •common sense· solutions to water quality problems in their 

. • wa~. ~!fl~nt tradini.potCmially of!_ers a number of econor;nic, environmental and social 
• -lienefits: · ·· · - · · 

Economic Benefits: 

. Reduces costs _for iDdividual sources contributing to water quality problems. 

Allows dischargers to take ad..:antage of economies of scale and treatment 
efftciencies that vary from source to source. · 

Reduces overall cost of addressi.Dg warcr quality problems in the watershed. 

l 

Envi!"onmental Benefits: 
-.. ... 

. ~ 

Achieves equal or greater reduction of pollution for the same or less cost. 

c~ an economic incentive for d~hargers to ,go beyolld mioimum pollution 
reducuon and also encourages pollution prevenuon and the use of inoovative 
technologies. 

Cm reduce cumulative pollutant loading, improve water quality, accommodate 
growth and prevent fulure environmental degradation. 

Can address . the broader environmental goals within a trading area, e.g . , 
ecosystem protection, ecological restoration, improved wildlifr habitat, 
eodang~ species protection, etc, 

Social Benefits: 

Encourages dialogue among stakeholders and fosters concerted and holistic 
solutions for watersheds with multiple sources of water quality impairment. 

EXplanation oC Different Types of Effluent Trading 

. _Tradi.Dg supplemcms the current regulatory approach. It is a method to anain and/or 
mamtam water quality standards, by allowing sources of pollution to achieve pollutant n:ductioos 
~gh substituting a cost-effective and enforceable mix of controls on other sources of 
discharge. As the Agency improves it:s understanding of the opportunities afforded by 
watersb.ed-based decision making, EPA will provide information for additional forms of trading . 

, To take advantage of trading, a point source must be in compliance, and remain in 
comphancc, with applicable t.echoology-bascd limits. Intra-plant trades must also have a 

• -~~?~-~floor, w~ ~techno.!~ floor for pretreatment trading is determined by the 
• ·at£goncal standards. EPA expects that most trades will be covered by Total Maximum Daily 

Loads (TMDL) or similar watershed-based analysis. t 

The items to bC traded are the poUutaot reductions or water quality improvements sought. 

. '. A TMDL provides the water quality analysis and planning process for determining 
the specifU: pollution reductiom that an: necessary to attain or maintain water quality standards. 
Uoder ~uoo 303 (d) oftbc CWA, States establish TMDu for impaired waters. The TMDL 
~ UlC!udes legal requirements for public participation a.od implementation through NPDES 
pcmuts. 
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PrarealmcD1 Tndiug: 

PoiDt/PoiiU Source Tradiag: 

Point/Noapoim Source Trading: 

··-. ·- ·-

Nonpoint!Nonpoint Source Trading~ 

. ... ~~:·"·:··· 

A point source is allocated pollucmt d.ischargcs 
IIDOD8 11s CJUif'alls m a cost-effective IIJIDDet, 
provided that tbc combined permiUI:d discharge with 
lradiag is DO greater tban tbe combined pemailrcd 
discharge witbout ttadiDg iD tbe watershed. 

An iDdirect iadizsma1 point SOUNe(s} that dischaJges 
to a publicly OWDed llabDeltt works anmges, 
tluouah tbe local comrol audsorit}', for additioaal 
conaol by odJer iDdirect po.im so~ bcyODd lhe 
minjmnm requbcmems fD Ueu of upgrading ils own 
tteatmelll for an cquivaJeallevd of reduction. 

A point soarce(s} lli'IDgeS for Olber poinr sou:rte(s) 
in a warenhl:d ro uadenakc greater rbaD required 
couttot in lieu or upgrading its own arcatmcm 
bcyolld dJe miDimum cecbDology-based · treanneot . 
·requiremcms in order to more cost-effectively 
ldlieve Wiler quality stmdards. . 

A point sourc:e(s} mauges for eoJtttol of noupoint 
source · dischargc(s) iD a watershed iD lieu of 
upgrading hs own tteatmeDl beyODd the minimum 
tedmology-based tn:aiiDeltt requiremems iD cmler to 

•• •• mcm: ccst-cffectiveJy achieve • water quality 
samdards. 

A JlODPOUtt source(s) manges for more cost· 
·effective control of odJer DODpOint sources in a 
warenhed in lico of iDslanmg or upgndiDg ils own 
cxmttol. 
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HowEP.\WDI·~~ .·.· . ·'·· .·. ':'::::; 

.• A is ~ a ~ ~ watenhecl-bastd -~ ~. ~-~- ~ ,..: 
infoimation excbauge worbbops, mllimi!ed r=bDical ~ for lr8diDg piOjccts in spccilic 
aieas. w~ aadiDg will be implcmeaUd on a voiD.utlly IJGis UDder edsdDg Clean . . 
Water Act (C\\!A) awboritics.' "'l'beie will" be aubslantfal publiC CJU1I'eiCh effon to obfaiD 

. siabboldcrs' ~DS aDd iasilbts on .draft ponfons ot die fr~Jziework. ~r to . 
imp'en;cratiOn. .. . . . . . . : . ·. . : . . . : . . > . . . 

. . ~: .• ·g,A·:bdieves tbal tbe~ ~ of - ~·lalgei~ untappi:d, the · · 
uscfuloess of tradillg will clcpeud en tbe. site-specific WaiCf qua1hy co.adi~ns in ~ given. . 

· siauilion. ·ne framework will describe sitiaatioos wtiich EPA believt:S aie most appropriate for' 
~bed-basecl.~.'mt lllOse.thaure ges;terally illapptopriare. . . . . · : ·. . .. . . . . . . .. . . .. 

EPA ~fans ·to~ a ·drut ·tiactins fiajneWurt ln i:@ruary, l996.aDd ~~~a series 
of 'stakebolclcr ~- For more infomwion can Mahesh: Podar at. (202)260-7818, ·fax 

.. ~)401-3372 Oi .send .. an Email message to ~.liawa@eP.Jnaitepa.$o.v or 
·ruano.~.Cpa.gov~. .- •... 
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BXPBR1BNCB TO DATE 

TradiDa ~ beiDa ~ .,dapo!.·~· ·imp~ iD a ~ ~ wab1bcds · 
cbro1JaboUt rbe- CGUZ~tty. .some·~ me below: · . . . 

Ft~~~.,_. WI . .BOD. ,.,_, pollll/pobll 

DiliML·kew~r, co· . ,..,.,. ~ .,.:a,.,.,.,:a,., 
.lliRIIIW~ co ---. ~ ...,.,.,. 
2"~,NC ,.,.., ptlbllllltltiJifJbll ,., ...... 
Altasa Ntlllft c.. '~7 ...., ~ 
lllll1ftslul NOIIII4d W'clladr ...,_,. IUIItpObllllllllqiObtl 

/~Ua4Stul BOD. DS, dac. 11114 brlra-plllllt ,_ 
~ ldlm4,., ',~ . ..,. pldl..:r.Dr,.,. 

CltdttJiil BlHr &a. IVA BOD /l(lbllllltlqt/illl 

B«<u~,TN lllltriaa ~-

~Rlwr.IID ·paqlumu /l(lbtt/MIIp(Jint 

Banq Out W.u.nu.t. OB pMsplltmu pobu/IUHqiOIIII 

s.d Sa~ lllq. CA etlpfl#r ~ 

·bllw bla4 Soad, ·NY :--- ~ana Pt1blllrulttp0ial 

Ckn7 Crftk. co ,.,_, po/111/IUJ.,olal; pobll/ptlltll 

TarpaBa,.FL llltloplt. :r.ss poUtt/poltll; ~ 
~~~~~ 

CltiiiJW4 ... co ~ ~· 

s 

Note: BiD Myers 

Prom: Louise Wise 

Attached is the Trading Policy Statement that was Biped in January. 
During the te1ea1st. I mentioned an ANPRM. That advanced notice is being 
prepared by our science office and concerns the settins of aiteria and 
standards. It wiU DOt be available until this spring. I also referred to a 
"framework". document on trading that should be avaJiable in February or 
March. I presume that you were referrit\g to the trading &amework 
document rather than the ANPRM in your letter-, so I will see that you get a 
copy of the &amework when it becomes available. 

Good luck with your trading program in Colorado. 


