troutman’
sanders

Pre-Summit 101 on
Environmental Markets & Finance

OCtOber 29’ 201 9 — ENVIRONMENTAL MARKETS

and FINANCE SUMMIT

Brooks Smith




Overview

N

4,

Demand Drivers
Spectrum of Demand

Project Examples
a) Fully Regulated Programs
b) Partially Regulated Programs
c) Pre-Compliance Programs

Next Gen Drivers

Brooks Smith

Partner | Richmond
Environmental and Natural Resources Section
brooks.smith@troutman.com
804.697.1414

troutman’
sanders


mailto:brooks.smith@troutman.com

Spectrum of Demand
.

Traditional “Big Project” Mitigation Markets Evolving “Operational” Mitigation Markets
* National Environmental Policy Act * NPDES Permits

* Endangered Species Act * TBELs

* Clean Water Act * WAQBELs

—  (Sections 401, 404 and RHA 10) e TMDLs

* National Historic Preservation Act . State Reduction Targets

* Federal Land Policy
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Fully Regulated Programs — Chesapeake Bay Examples

Exchange Compliance Plan
2019 Annual Update

y m e

Shawn M. Garvin, Regional Administrator
U.S. Environmental Protection Agency
Region 3

Quaihn A mcte
Judith A. Enck, Regional Administrator

U.S. Environmental Protection Agency
Recion 2

Submitted to the
Virginia Department of Environmental Quality
February 1, 2019

Virginia Administrative Code

Title 9. Environment

Agency 25. State Water Control Board

Chapter 870. Chapter 870 Virginia Stormwater Management Program (VSMP) Regulation

9VAC25-870-63. Water Quality Design Criteria Requirements.

A. In order to protect the quality of state waters and to control the discharge of stormwater
pollutants from regulated activities, the following minimum design criteria and statewide
standards for stormwater management shall be applied to the site.

1. New development. The total phosphorus load of new development projectsshall not
exceed 0.41 pounds per acre per year, as calculated pursuant to 9VAC25-870-65.

2. Development on prior developed lands.

a. For land-disturbing activities disturbing greater than or equal to one acre that result
in no net increase in impervious cover from the predevelopment condition, the total
phosphorus load shall be reduced at least 20% below the predevelopment total
phosphorus load.

b. For regulated land-disturbing activities disturbing less than one acre that result in no
net increase in impervious cover from the predevelopment condition, the total
phosphorus load shall be reduced at least 10% below the predevelopment total
phosphorus load.

c. For land-disturbing activities that result in a net increase in impervious cover over
the predevelopment condition, the design criteria for new development shall be applied
to the increased impervious area. Depending on the area of disturbance, the criteria of
subdivisions a or b above, shall be applied to the remainder of the site.

d. In lieu of subdivision c of this subsection, the total phosphorus load of a linear
development project occurring on prior developed lands shall be reduced 20% below the
predevelopment total phosphorus load.

e. The total phosphorus load shall not be required to be reduced to below the applicable
standard for new development unless a more stringent standard has been established by
alocality.

B. Compliance with subsection A of this section shall be determined in accordance with
9VAC25-870-65.

C. Upon completion of the 2017 Cl Bay Phase III ion Plan,
the department shall review the water quality design criteria standards.

D. Nothing in this section shall prohibit a locality's VSMP authority from establishing more
stringent water quality design criteria requirements in accordance with § 62.1-44.15:33 of the
Code of Virginia.
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Partially Regulated Programs — lowa Example

lowa Nutrient Reduction Exchange

lowa Nutrient Reduction Strategy

Joint strategy focused on voluntary efforts to reduce nutrients
in surface waters in a scientific, reasonable and cost effective manner.
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lowa Nutrient Reduction Exchange
- Meet INRS Guidelines

- Incentive for Watershed Investment
- Register & Track Investments

SRF NPS Investm

-Various Impacts Tracked with a Focus on Flood & Nutrients [

Innovative Financing: SRF Sponsored Project, Water Quality Initiative, HUD Flood Resilience Project,

Motivation for Investment: NPS: Soil Loss Prevention, Improved Drainage, Conservation Compliance,
Habitat Improvement,
PS: Flood Mitigation, Source Water, Habitat, Economic Development, Nutrient Reduction

Land Use, Wetlands, Bioreactors,
Drainage Water Management,
Buffers, Saturated Buffers, Terraces
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Pre-Compliance Programs — ORB Example

The Ohio River Basin Water Quality Trading Project

Excess hutrients in the Ohio River Basin ----—-- IHERROBLEM A SOLUTION

can lead to algal blooms that deplete Nutrients come from Water Quality Trading Benefits
oxygen and lead to “dead zones” o many sources, such as... is a market-based approach to achieving water quality goals by Cost-effective pollutant
N allowing permitted dischargers to generate or purchase pollution reductions

B> Farm runoff from fertilizer and manure reduction credits from another source.
) HOW IT WORKS Ancillary benefits, such as:
\ Urban runoff from stormwater, septic - Improved soils
PA » systems, and enc-of-pipe dischargers A facility such as a power plant or wastewater treatment Carb )
— : BB ©snt neecs to mest nutient s for 15 water quaty - Carbon sequestration
\ Air deposition from cars and other permit. Water quality trading is one option. e et
) | 3 k missions - Additional income to farmers.

ARETT

Finally, Facility A
can use those

credits to meet permit

requirements.

To reduce nutrients in the watershed,

Facllity A pays Farmer B to do one
of a number of things, such as reduce
fertlizer use, plant stream side buffers
with trees or keep livestock manure from
getting into streams. Each conservation
practice is verified.

" 4

Nutrient reductions are quantified

as credits (for example equal to
one pound of nutrient reduction).
Credits are then reviewed and
approved by a regulatory agency.

the larger Mississippi wate
comes from the Ohio River.
Source: Goolsby et , 1999

The pilot trading period, from
2013-2015, is expected to reduce nutrients by ...

30,0005 66,000 is

of Phosphorous of Nitrogen

Water Quality Trading Project - Ohio River Basin
First-of-its-kind interstate program spans Ohio, Indiana, and Kentucky to
evaluate the use of trading by industries, utilities, farmers, and others to
meet water quality goals while minimizing costs.

Find more information at: wqt.epri.com

EPI2 | wdic s

That’s equivalent to keeping 2,950 50-Ib bags
of fertilizer out of the Ohio River.
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Next Gen Drivers
.

¢ Command-and-control

* Avoidance of command-and-control

* Corporate social responsibility / sustainability
* Public “shaming”

* Co-benefits (flood control, ag yield, habitat, community, etc.)

But none is as direct or immediate as big project mitigation drivers...
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