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Point/Nonpoint Nutrient Trading
Clean Water Clearinghouse, A Trading Marketplace

DRAFT — January 7, 2019

DRAFTING INSTRUCTIONS

1. Create section 16.705(3) of the statutes, as follows:

16.705 (3) (a) The department shall solicit contractual services from a vendor to be performed under s.
283.84 (5). The department may not award a contract under this section unless the department
determines that all of the following requirements have been met:

1. The vendor has established or is capable of establishing the contract terms, conditions, and
information required to document and enforce transactions under s. 283.84 (5) in a commercially
reasonable manner.

2. The vendor has established a policy that requires a commercially reasonable amount of financial
reserves, insurance, other system risk management mechanism or reserve credit pool for use in the
event that a party defaults on an agreement under s. 283.84 (5).

3. The vendor has established a commercially reasonable process for soliciting and entering into
transactions under s. 283.84 (5).

4. The vendor has established a clearly defined fee structure describing the manner in which and the
amount that the clearinghouse will be paid for facilitating and executing transactions under s. 283.84
(5).

5. The vendor has demonstrated the capability of facilitating and executing transactions under s.
283.84 (5).

6. The vendor has satisfied all other applicable requirements to transact business in this state.

(b) The department may terminate a contract entered into under par. (a) if the vendor fails to meet any
of the requirements under par. (a) (1) to (6) or s. 283.84 (5). The department shall give the vendor at
least 120 days' notice of the default and a right to cure before terminating a contract under this
paragraph. '

2. Create section 283.84 (1) as follows:

283.84 (1) Trading of water pollution credits. (1) DEFINITIONS. In this section:

(a) “Applicable hydrologic region” means a region of territory within this state, as interpreted by the
department, which shall be as large as possible to facilitate implementation of this section while
achieving water quality objectives.

(b) “Clearinghouse” means the entity that provides contractual services under s. 16.705(3).

(c) “Water pollution prevention or environmental enhancement services” means any activity or
practice undertaken by any person who certifies that a specified, measureable amount of a specified
pollutant is avoided or removed reducing the overall mass balance of pollution within an applicable
hydrologic region over time.

(d) “Water quality assurance credit pool” means a pool of credits sold under 283.84 (5) that is
maintained by the clearinghouse to meet the requirements of s. 16.705(3) (a) 2.



3. Renumber section 283.84 (1) to 283.84 (1d) and create (1d) (f) and (g) as follows:

283.84 (1d) (f) Reaches a binding, written agreement with a clearinghouse to purchase clean water
credits from the clearinghouse. ‘

283184 (1d) (g) Reaches a binding, written agreement with a third party under which the third party
constructs a project, employs a technology or implements a plan that results in reducing the amount

of water pollution from sources other than the source covered in the permit. If a third party
agreement is reached the clearinghouse shall be notified.

4. Amend section 283.84 (1m)(d) as follows:

283.84 (1m) (d) Except as provided in par. (¢), the increase in pollutants and the reduction in
pollutants occur within the same basin or portion of a basin, as determined by the department.

5. Create section 283.84 (1m) (e) as follows:

283.84 (1m) (e) If the increase in pollutants is pursuant to an agreement under sub. (1d) (f) of (g), the
increase in pollutants and the reduction in pollutants occur within the same applicable hydrologic
region.

6. Create section 283.84 (5) as follows:

283.84 (5) CLEAN WATER CLEARINGHOUSE SERVICES. (a) The clearinghouse shall be primarily
responsible for facilitating a financially sustainable market for the purchase of water pollution
prevention or environmental enhancement services, the production of clean water credits from those
services with specific attributes that facilitate the sale and use of those credits, and the sale of credits
described in this subsection. As provided under this subsection, the clearinghouse shall do all of the
following: :

1. Facilitate the production of clean water credits, available for purchase under subd. 3., by
entering into contracts with third parties to purchase water pollution prevention or environmental
enhancement services which will avoid or remove a specified, measurable amount of a pollutant within
an applicable hydrologic region,

2. Maintain a bank of available clean water credits produced or to be produced under subd. 1.,
and

3. Sell clean water credits at a ratio of 1.2 to 1 within the same applicable hydrologic region to
any person.

(b) The clearinghouse shall determine the amount of credits that may be generated by various water
pollution prevention or environmental enhancement services through the use of tables approved by the
department and established by the clearinghouse based on the best available scientific protocols or, if
such tables are not available, through environmental impact modeling approved by the department.

(c) The clearinghouse shall endeavor to minimize transaction costs, maximize the performance of
water pollution prevention or environmental enhancement services and reduce the overallamount of
pollutant lost to the applicable hydrologic region over time.

(d) The clearinghouse may:

1. Use funds received from the sale of credits for general program operations of the
clearinghouse under this section, including costs associated with purchasing water pollution prevention
or environmental enhancement services and the repayment of seed funds granted or loaned to the
clearinghouse.



2. Hold excess funds in trust for the purpose of making grants, in collaboration with county
land conservation offices, the department, and the department of agriculture, trade and consumer
protection, or any combination thereof for targeted water pollution prevention, water pollution
remediation, and other environmental enhancement projects that improve the water quality of this
state.

3. Establish a water quality assurance credit pool.

4. Conduct research and make recommendations to the legislature on other market-based
approaches to environmental improvement. The clearinghouse may submit its recommendations to the
chief clerk of each house of the legislature, who shall distribute the recommendations to the members
of the standing committee or committees of each house concerned with the subject matter of the
recommendations.

(e) The department may contract with the clearinghouse to further the implementation of any market-
based water quality improvement programs in effect in this state, including the implementation of s.
283.84.

(f) The department shall administer this section in a manner that is consistent with the federal Water
Pollution Control Act, 33 USC 1251 to 1387. The department may enter into a memorandum of
understanding with the federal environmental protection agency relating to the administration of this
section. :




ffotenhauer, Mary
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From: : Herkert, Toni
Sent: Tuesday, January 15, 2019 11:46 AM
To: Pfotenhauer, Mary
Subject: RE: Clearinghouse drafting request: questions
Follow Up Flag: Follow up
Flag Status: Flagged

Mary, | had a chance to review the guestions and below are my answers in red. |n addition, | am wondering if we can
remove a provision and tweak one other before the pl comes over?

k/ I would like to modify 283.84 (5)(d}4 to say — Conduct additional market-based and technical research. AND
remove — “and make recommendations to the legislature on other market-based approaches to environmental
improvement. The clearinghouse may submit its recommendations to the chief clerk of each house of the
legislature, who shall distribute the recommendations to the members of the standing committee or
committees of each house concerned with the subject matter of the recommendations.

In addition, | would like to remove the section in 283.84 {5)(f) stating “The department shall administer this
section in @a manner that is consistent with the federal Water Pollution Control Act, 33 USC 1251 to 1387. We
could discuss this more by phone.

The rest of your questions are answered below in red.

Toni R. Herkert Policy Advisor/Clerk - Natural Resources and Energy | Office of State Senator Robert Cowles
(608) 266-0484 | 118 South, State Capitol | hitp://legis.wisconsin.gov/senate/02/cowles

Here are some questions on the clearinghouse drafting request. Feel free to call tomorrow or Monday if you’d like to
discuss.

»4n general, | just want to make sure it’s okay to tweak some of the language or some of the arrangement of things. If
it’s okay I'd like to send you a slightly different-looking layout and see what you think. No problem
,/For the definition of “water poliution prevention or environmental enhancement services,” should the reduction be

“over time” or over a specified period of time (if you would like to define that time frame | would say we have to add a
reference to the department — so it would read “over a specified period of tlme as determined by the
department Also for this definition, unless you object, ’'m going to take out the reference to * ‘applicable hydrologic
reglon ' —the explanatnon for why is long and 100% in the weeds” so let me know if you want to discuss it in detaill |
EPA (I thmk) but right now they use HUC 12’s and the average size of a HUC 12 is 30 square ‘miles which doesn’t really
prowde the flexibility for a 3™ party trade. It actually makes trading very difficult. So in this phosphorus compliance
option, | was trying to allow a little more flexibility to perhaps use a HUC 10 which is about 150 square miles without
stating HUC 10 because the department doesn’t know how many instances they would or could actually do
that. Therefore, the “applicable hydrologic region” was attempting to provide flexibility without boxing them in.
, \;/U nder item #3, for 5. 283.84 (1d} {g}: Is this substantively different from the current ss. 283.84 (1) (a) and (b)? Could
we instead add the requirement to notify the clearinghouse for any agreement entered into under sub. (1) (a) and
(b)? If so, should we also add that requirement to the other paragraphs under sub. (1)? The requirements in the new (f)
and (g) are for third party contracts. 3™ party contracts are not allowed under current law. Just trades with permittees,
the department or a local unit of gov't. | guess the local unit may be a 3™ party, but not in a private market.

1



‘v/dnder item #6, for s. 283.84 (5} (a) 3.: Just for my clarification, does the ratio of 1.2 to 1 mean that 1 credit that is
produced by the clearinghouse is sold by the clearinghouse for the cost of 1.2 credits? This might be clear enough, but
you might also want to consider clarifying it. This probably needs clarification. The ratio was meant to convey that 1.2 lbs
of phosphorus or amount of pollutant if not phosphorus had to be removed to quality or be certified as 1 credit. So you
have to remove more of the nutrient since there is a margin of error with any given practice.
' JUnder item #6, for s. 283.84 (5) {c): What does “lost to” mean in this context? Discharged/added to/introduced
into? Something else? Farmers seem to be pretty sensitive to the concept of “discharge.” So, this was an attempt to try
and indicate that we are looking to reduce and ultimately completely prevent run-off of nutrients to receiving waters.
VUnder item #6 for s. 283.84 (5) (d) 1.: Is the intent to allow repayment of “seed funds” only? Or is the repayment of
other grants and loans okay? Broader the authority the better. More flexibility to use funds as appropriate to make this
all work. Also, is “costs associated with purchasing water pollutron prevention or environmental enhancement services”
the same thing as “transactional costs” (used in (5) (c))? _No. This language refers literally to what would get paxd under‘
contract to the farm or other party “harvesting” the nutrients and preventing the runoff. The ”transactron costs”is
different. It's meant to say the clearinghouse shouldn’t charge exorbitant fees (like administrative fees) per transaction.
\/(ﬁder item #6, for s. 283.84 (5) (f): May DNR enter into-an"MOU ‘with EPA regarding all of section 283.84 or only
regarding the clearinghouse under subsection (5)? | believe this should just be referring to an MOU under the new
subsection (5) but also including the two third party trades now allowed in 283.84 (1d) (f) and (g). | think | am correct in
s’catmg that the DNR would have to get approval from EPA to allow 3 party trades of any kind {including with the
clearinghouse) and that is what the MOU would detail. But don’t guote me on that issue.

Lastly you asked if we should make the contract with DOA to be subject to the competitive bid process and | think we
should.

Thanks again for your patience as | was out of the office and all your help getting this draft out the door. Give me a call if
you would like to discuss any of these modifications in greater detail. | am in the office today.

Toni
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AN Act o relating to: buying and selling water pollution credits through a

central clearinghouse.

Analysis by the Legislative Reference Bureau

This bill creates a system for buying and selling water pollution credits through -
a central clearinghouse. .

Under current law, the Department of Natural Resources administers a
program for trading water pollution credits between sources of water pollution.
Under the program, DNR may authorize a person (permit holder) who holds a water
pollution discharge elimination system (WPDES) permit or a storm water discharge
permit to discharge a pollutant above the levels authorized in the permit if the permit
holder enters into an agreement with another party under which the other party will
reduce water pollution. The agreement must result in an improvement in water
%  quality,and the increase and reduction in pollutants under the agreement must
involve the same pollutant or the same water quality standard and occur within the
same water basin.

Under this bill, DNR may authorize a permit holder to discharge a pollutant
above the levels authorized in the permit if the permit holder purchases credits from
a clearinghouse that has contracted with the Department of Administration. The
B purchase of credits must result in an improvement in water quality,and the increase
and reduction in pollutants under the agreement must involve the same pollutant
or the same water quality standard and occur within the same region, as determined
by DNR. That region must be the largest region possible within this state to facilitate
implementation of the water pollution trading program while achieving water



,«:,,

2019 - 2020 Legislature ~2- | LRB-1244/?
MCP....

v et BT B s,
o'\\éV'« IR e
,,

quality objectives. The bill also allows DNR to author{ze a permit holder to discharge
a pollutant above the levels authorized in the permi"t if the permit holder enters into
a contract with a third party that works with other sources of water pollution.to ..
reduce the amount of water pollution that they cause. SIfa third=party contract i is af/
& entered into, the partles must notify the clearinghouse that contracts Wlth DOA 1f )
_any.
o The b111 requires DOA to solicit vendors to operate as a clearinghouse for the
purpose of buying and selling water pollution credits. The department may not
contract with a clearinghouse unless the clearinghouse has established A) the™ \
- contract terms; ¢conditions, and information required to-document and enforce sales (’
and purchases of credits in a commercially reasonable manner; 2) a policy that 1
requ1res a commercially reasonable amount of financial reserves or reserve credits ‘;‘
| in case of default by a‘seller of credits; 3) a commercially reasonable process for Voo
\sohcltmg and entering into sales and purchases of credits; and 4) a fee structure for me o
what and how the clearinghouse will be paid for facilitating and executing sales and
Xpurchases of credits. In addition, the clearinghouse must demonstrate the capability \)
‘of facilitating and executing sales and purchases of credits and must satlsfy all other &
apphcable requirements to transact business in this state. : 3
Under the bill, a clearinghouse that contracts with DOA must enter 1nto ‘
agreements with parties to reduce pollution, which will generate credits at a ratio
of one credit for every 1.2 unlts of pollution reduction; maintain a bank of credits; and
sell credits to any person. \The clearinghouse must estabhsh with DNR’s approval,\
{tables showing the amount of credits that may be produced by various pollution ) «
\reduction activities.} . When the clearinghouse contracts with a party for pollution
reduction activities, the clearinghouse must also seek to minimize transaction costs,
maximize the performance of the pollution reduction activities, and reduce the ‘
overall amount of pollutants introduced into the applicable region.
E “The bill allows the clearinghouse to use funds received from the sale of credits) |
f’ for general program operations; to hold excess funds in trust for the purpose of \ '
/ making grants for water pollution reduction projects; establish a reserve pool of |
credits as a risk management mechanism; and conduct research on other |
\_market-based approaches to environmental improvement.
" The bill does not change the existing water pollution credit tradmg program
under current law; however, the bill does allow DOA to contract with the
clearinghouse to further the implementation of any market-based water quality v
improvement programs in this state, including the implementation of the existing
water pollution credit trading program.
/ The bill also allows DOA to terminate the contract with the clearmghouse if it - .
fails to meet any requirements under the bill. The bill requires DOA to give tl:/ )
f

—

\,—{__‘

7clearmghouse at least 120 days’ notice of the default and a rlght to cure before’ :
termmatmg the contract,/ /

— -
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For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: '

SECTION 1. 16.9685 of the statutes is created to read:

16.9685 Clean water clearinghouse. (1) In this sef:tion, “water pollution
prevention or environmental enhancement services” means any activity, practice, or
project undertaken by any person who certifies that it will result in a specified,
measurable amount of discharge of a specified pollutant being prevented or reduced
and a reduction in the overall mass balance of water poﬂution over a specified period
of time.

(2) The department shall solicit services from a clearinghouse to perform the
functions under subs. (3) to (53. The department may not enter into a contract with
a clearinghouse under this secéon unless the department determines that all of the
following requirements have been met:

(a) The clearinghouse has established or is capable of establishing the contract
terms, conditions, and information required to document and enforce transactions
under sub. (3) (a; and (cj in a commercially reasonable manner.

(b) The clearinghouse has established a policy that requires a commercially
reasonable amount of financial reserves, insurance, reserve credit pool, or other risk
management mechanism for use in the event that a party defaults on an agreement

under sub. (3) (a\;.

(c) The clearinghbuse has established a commercially reasonable process for

soliciting and entering into transactions under sub. (3) (a) and (c).
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SECTION 1

(d) The clearinghouse has established a clearly defined fee structure describing
the manner in which and the amount that the vendor will be paid for facilitating and
executing transactions under sub. (3) (aS and (g).

(e) The clearinghouse has demonstrated the capability of facilitating and
executing transactions under sub. (3) (aj and (g).

(f) The clearinghouse has satisfied all other applicable requirements to
transact business in this state.

(3) A clearinghouse with which the department enters into a contract under
sub. (23/ shall be the primary entity responsible for facilitating a financially stable
market for the activities described in this subsecti{)n and sub. (43 and shall do all of
the following:

(a) Produce credits by entering into contracts with other parties to undertake
water pollution prevention or environmental enhancement services. Each credit
generated by a contracting party under this paraéraph shall require the party to
undertake 1.2 times that amount in water pollution prevention or environmental
enhancement services.

(b) Maintain a bank of credits produced or to be produced under par. (a‘)/.

v

(¢) Sell credits produced under par. (a) to any person.

(d) Seek to establish, with the approval of the department of natural resources,

~ tables providing the amount of credits that may be produced by various water

pollution prevention or environmental enhancement services. The tables shall be
based on the best available scientific protocols.
(e) When contracting with a party under par. (a), determine the amount of

credits that may be produced by the water pollution prevention or environmental

enhancement services by using the tables established under par. (d) or, if such tables
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SECTION 1

are not available, by using environmental impact modeling approved by the
department of natural resources.

(f’) When contracting with a party under par. (a§, seek to minimize transaction
costs, maximize the performance of the water pollution prevention or environmental
enhancement services, and reduce the overall amount of pollutants introduced into
the applicable hydrologic region, as defined under s. 283.84 (1m) (e) é., over time.

(4) A clearinghouse with which the department enters into a contract under
sub. (2\; may do any of the following:

(a) Use funds received from the sale of credits for general program operations
of the clearinghouse, including costs associated with purchasing water pollution
prevention or environmental enhancement services and repayment of funds granted
or loaned to the clearinghouse.

(b) Hold excess fundsin trust for the purpose qf making grants, in collaboration
with county land conservation offices, the department, or the department of
agriculture, trade and consumer protection, for targeted water pollution prevention,
water pollution remediation, and other environmental enhancement projects that
improve the water quality of this state. |

(c) Establish a reserve pool of credits produced under sub. (3) (g) and maintain
the reserve credit pool for the purpose of maintaining a risk management mechanism
under sub. (2) (b;. | |

(d) Conduct research on other market-based approaches to environmental
improvement.

(5) The department may contract with a clearinghouse under sub. (2; to

further the implementation of any market-based water quality improvement

e
programs in effect in this state, including the implementation of s. 283.84.
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SEcCTION 1
(6) The department may enter into a memorandum of understanding with the
federal environmental protection agency relating to the administration of this

Y
section.

(7) The department may terminate a contract entered into under sub. (2;if the
clearinghouse fails to meet any of t}le requirements under this sect?on or rules
promulgated under thlssectlov;b“&s 283.84. The department shall give the
clearinghouse at least 120 days’ notice of the default and a right to cure before
terminating a contract under this Subsecti\gn.

SECTION 2. 283.84 (1) (f) of the statutes is created to read:

283.84 (1) () Reaches a binding, written agreement with a clearinghouse that
holds a valid contract under s. 16.968% to purchase credits from the clearinghouse.

SECTION 3. 283.84 (1) (g) of the statutes is created to read:

283.84 (1) (g) Reaches a binding, written agreement with a third party under
which the third party agrees to work with one or more persons, other than the permit
holder, who are causing water pollution to reduce the amount of water pollution that
those persons cause below the levels of water pollution that those persons are
causing when the agreement is reached. If an agreement is reached under this
paragra%h, the person who is required to obtain a permit or the third party shall
notify the clearinghouse that holds a valid contract ﬁnder S. 16.9685/,'if any.

SECTION 4. 283.84 (1m) (d) of the statutes is amended to read:

283.84 (1m) (d) The Except as provided under par. (e) 1., the increase in

pollutants and the reduction in pollutants occur within the same basin or portion of

a basin, as determined by the department.

History: 1997 a. 27; 2001 a. 16; 2003 a. 33; 2011 a. 151; 2013 a. 1; 2017 a. 134,

SEcCTION 5. 283.84 (1m) (e) of the statutes is created to read:
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SECTION 5

v

283.84 (1m) (e) 1. If the person has entered into an agreement under sub. (1)
(f), the increase in pollutants and the reduction in pollutants occur within the same
applicable hydrologic region, as determined by the department.

2. In this paragI{aph, “&ipplicable hydrologic region” means the largest region
possible within this state to facilitate implementation of this sect,{:)n while achieving
water quality objectives.

SECTION 6. 283.84 (5) of the statutes is created to read:

283.84 (5) The department shall review any tables established by a
clearinghouse under s. 16.9685 (3) (:j/l) and any environmental impact modeling
proposed by a clearinghouse under s. 16.9685 (3) J(e). The department may enter into
a memorandum of understanding with the federal environmental protection agency
relating to the administration of this sect}i)n and s. 16.9655 in relation to the

operations of a central clearinghouse.

(END)



Requested Modifications to LRB 1244/P1- 3% Party Nutrient Trading

g/ In the analysis can we modify any reference to a hydrologic “region” to an “area” and
then make that change throughout the legislation. I think I highlighted all the times it -
comes up in the statutory language but just in case, that is the intent.

w/ Page 2, Section 1, Lines 2-7: To improve clarity, in this section, “water pollution
prevention or environmental enhancement services” means any activity, practice or
project undertaken by any person who certifies that it will result in a quantifiable
reduction of a specified pollutant in the overall mass balance of water pollution over a
specified period of time.

/ Page 2, Section 1, Line 8: Add the work single before clearinghouse.

\/ Page 3, Section 1, Line 13: Delete the word vendor in that line and add clearinghouse.

\y/ Page 3, Section 1, Line 15: Delete the work demonstrated in that line.

I

¢ Page 3, Section 1, Line 18: After line 18 add a new requirement — (g) The department and
the clearinghouse have consulted with the department of natural resources regarding the
terms of the contract.

\4/ Page 4, Section 1, Line 1: add the words “at a minimum” after “undertake” and before
“1.2 times”

w® Page 4, Section 1, Line 2: at the end of the sentence continue from enhancement services,
unless the water pollution prevention or environmental enhancement services result in the
pollutant being permanently transported outside of this state. the water polluﬁon
prevention or enyironmental enhancement services restlt i 1n the poll {ant beifg
perrfianently removed from the state, the ratlo of thefcred1t the a.nX)unt of/pollutant
removed may be less than 1 2.

h/ Page 4, Section 1, Lines14-17: Turn (f) into a list and change “region” to “area” so it
reads: (f) When contracting with a party under par. (a) seek to do all of the following:
1. Minimize transaction costs,
2. Maximize the performance of the water pollution prevention or environmental
enhancement services,
3. Reduce the overall amount of pollutants introduced into the applicable
hydrologic area, as defined under s. 283.84 (1m) (e) 2., over time.

A \/ Page 4, Section 1, After Line 17: Add a (g) which states: (g) Maintain a centralized

registry of all credits generated in this state and of the verification of all such credits and
an internet based platform to facilitate the location of potential credit buyers, available

v
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credits, and any other information that would facilitate credit transactions. The

clearinghouse shall report this and other pertinent trading information annually to the
DOA and DNR.

"¢’ Page 4, Section 1, Lines 20-23: Reword to read: (a) Charge fees and use funds received
for general program operations of the clearinghouse, including costs associated with
facilitating transactions, purchasing water pollution prevention or environmental
enhancement services and repayment of funds granted or loaned to the clearinghouse.

Page 5, Section 1, Line 7: Remove the words “market-based” and add “innovative”

\# Page 5, Section 1, Line 9: Reword to read: (5) The department, in consultation with the
department of natural resources, may contract with a clearinghouse under sub. (2) to
further the implementation of any water quality improvement programs in effect in this
state.

\o/ Page 5, Section 1, Line 12-14: Remove (6) and lines 12-14.

Page 5, Section 1, Line 15: Begin (7) with the following: The term of a contract entered
into under sub. (2) shall be 5 years. Then continue with the remainder of (7)

¥ Page 5, Section 1, Lines 16-17: Remove “rules promulgated” because no rules have been
promulgated

# Page 5, Section 2, Line 22: after the sentence add a new sentence stating: Prior to
entering into any such agreement, the clearinghouse shall consult with the department to
the extent required under the contract under s. 16.9685(2).

P \é’ Page 6, Section 3, Line 3: after ...the agreement is reached. Add the following: Prior to
i entering into any such agreement, the third party shall consult with the department
concerning the terms of the agreement.

v Page 6, Section 5, Lines 13: Reword to read: applicable hydrologic area, as determined
by the department.

X .~ # Page6, Section 5, Lines 14-16: Reword to read: 2. In this paragraph, “applicable
= hydrologic area” means the largest area possible within the state to facilitate
implementation of this section while achieving water quality standards and consistent
with any applicable federally approved total maximum daily load allocation.

) \ﬁ/ Page 6, Section 6, Lines 18-20: Reword to read: 283.84 (5) As quickly as possible, the
Ay department shall review and approve any tables established by a clearinghouse under s.
et 16.9685 (3) (d) and any environmental impact modeling proposed by a clearinghouse
Mo ™ under s. 16.9685 (3) (e) provided the tables and models are consistent with the federal
Water Pollution Control Act, 33 USC 1251 to 1387. Then continue with the remainder of
the section :

6)



Pfotenhauer, Mary

o
From: Herkert, Toni
Sent: : Thursday, February 07, 2019 3:56 PM
To: Pfotenhauer, Mary
Cc: Henning, Anna
Subject: Requested Edits to LRB 1244/P1
Attachments: Suggested Edits for P2.docx
Follow Up Flag: Follow up
Flag Status: Flagged

Hi Mary,

Attached is a list of requested edits to the pollutant trading draft. Please let me know if you have any questions.
Thank you again for all your help with this piece of legislation!

Toni

Toni R. Herkert Policy Advisor/Clerk - Natural Resources and Energy | Office of State Senator Robert Cowles
(608) 266-0484 | 118 South, State Capitol | http://leqis.wisconsin.gov/senate/02/cowles
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INSERT A~

Under the bill, the term of a contract between DOA and a clearinghouse is five
years.

INSERTB *

; maintain a centralized registry of credits generated in this state; and maintain
an Internet-based platform to facilitate the location of potential buyers, available
credits, and other information that will facilitate credit transactions

INSERT C ~

Credits must be generated with the clearinghouse at a ratio of one credit for
every 1.2 units, at a minimum, of pollution reduction, unless the pollution reduction
activities result in the permanent transportation of the pollutant to outside of the
state.

‘ J

INSERT 3-18

(g) The clearinghouse has consulted with the department of natural resources

about the terms of the contract.

“INSERT 4-2
, unless the water pollution prevention or environmental enhancement services
result in the applicable pollutant being permanently transported outside of this

state.

INSERT 4-17
(g) Maintain a centralized registry of all credits generated in this state and of

the verification of all such credity; and maintain an Internet-based platform to
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18
19
20
21
22

23

24
25
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facilitate the location of potential credit buyers, available credits, and any other
information that will facilitate credit transactions. The clearinghouse shall report
this and other pertinent trading information annually to the department and to the

department of natural resources.

YINSERT 5-15

The term of a contract entered into under sub. (2) shall be 5 years.

/INSERT 5-22

, if the clearinghouse has consulted with the department about the agreement

to the extent required under the contract under s. 16.9685

INSERT 6-3

Before an agreement is reached under this paragraph, the third

consult with the department about the terms of the agreement.

INSERT 6-16
standards and any applicable federally approved total maximum daily load

allocations

INSERT 6-23

SEcTION 1. Nonstatutory provisions.

(1) As soon as possible after the effective date of this act, the department of
natural resources shall review any tables established by the clearinghouse under s.

4
16.9685 (3) (d) and any environmental impact modeling proposed by the
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J
clearinghouse under s. 16.9685 (3) (e) and shall approve such tables and models if
they have been developed according to any ‘%appllcable requirements under the
A% el "’“ﬁézy L4 & p7f'7"..

federal Water pollutlon control act 33 USC 1251(1:0 1387} and any regulations or

guidance documents adopted under that act.
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AN ACT to amend 283.84 (1m) (d); and fo create 16.9685, 283.84 (1) (), 283.84

(1) (g), 283.84 (1m) (e) and 283.84 (5) of the statutes; relating to: buying and

selling water pollution credits through a central clearinghouse.

Analysis by the Legislative Reference Bureau

Thls bill creates a system for buying and selling water pollution credits through
a central clearinghouse.

Under current law, the Department of Natural Resources administers a
program for trading water pollution credits between sources of water pollution.
Under the program, DNR may authorize a person (permit holder) who holds a water
pollution discharge elimination system (WPDES) permit or a storm water discharge
permit to discharge a pollutant above thelevels authorized in the permit if the permit
holder enters into an agreement with another party under which the other party will
reduce water pollutlon The agreement must result in an improvement in water
quality, and the increase and reduction in pollutants under the agreement must
involve the same pollutant or the same water quality standard and occur within the
same water basin.

Under this bill, DNR may authorize a permit holder to discharge a pollutant
above the levels authorlzed in the permit if the permit holder purchases credits from
a clearinghouse that has contracted with the Department of Administration. The
purchase of credits must result in an improvement in water quality, and the increase
and reduction in pollutants under the agreement must involve the same pollutant _
or the same water quality standard and occur within the same @ as determined acea.
by DNR. Thahreglommust bethelargestr reglon posmble within this state tofacilitate

I S g
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(8)

... of one credit for every 1.2 units of pollution reductlon‘l maintain a bank of credits; qand ) )
, sell credits to any persory. »When the clearlnghouse contracts with a party for / K

F«\

2019 - 2020 Legislature LRB-1244/P1
) MCP:ahe

SN ) o L 0, ¢
implementati n o the Water pollutlon tradmg program while achieving water
quahtyao"b_]ectlvess The bill also allows DNR to authorize a permit holder to discharge
a pollutant above the levels authorized in the permit if the permit holder enters into
- a contract with a third party that works with other sources of water pollution to
reduce the amount of water pollution that those other sources cause. -2\t winal o

The bill requires DOA to solicit vendors to operate as @clearlnghouseg for the -

purpose of buying and selling water pollution credits. The department may not -\ .

e U
P

contract with a clearinghouse unless the clearinghouse has established certain
pohcles and procedures specified under the bill. ;- (e A g-Gprrel Pyl

Under the bill, @a)clearinghouse that contracts ts with DOA must ente% 1nto e
agreements with parties to reduce pollution; which will generate credlts at a ratlov )

pollution reduction act1v1t1es ‘the’ clearinghouse must also seek to minimize

Pl *(l‘r"i

W

transaction costs, maximize the performance of the pollution reduction activities, /
SENGEETR

and reduce the overall amount of pollutants introduced into the applicable Qﬁé)ionj
The bill/does not change the existing water pollution credit trading program

under current law; however, the bill does allow!DOA to contract with the
clearinghouse to further the 1mp1ementatlon of any@arket based swater quality
improvement programs in this state; including the implementation of the ex1st1ng*/V
(water pollution credit trading progranﬂ

) For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of W'sconsm, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.9685 of the statutes is created to read:
16.9685 Clean water clearinghouse. (1) In this section, “water pollution
prevention or environmental enhancement services” means any activity, practice, or

prOJect undertaken by any person who certifies that it will result in a spec1f1ed,\ v
iw\ Altadate, vediaed

(meeyeurable amount of dlschargepf a specified pollutant belng prevented or reducedT

@nd a reductlom in the overall mass balance of water pollutlon over a specified period
aahateh o)

Of tlnle. . \
TR AR )
S -

(2) The department shall solicit services from a clearinghouse to perform the

functions under subs. (3) to (5). The department may not enter into a contract with
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1 a clearinghouse under this section unless the department determines that all of the
2 following requirements have been met:
3 (a) The clearinghouse has established or is capable of establishing the contract
4 terms, conditions, and information required to document and enforce transactions
5 under sub. (3) (a) and (¢) in a commercially reasonable manner.
6 (b) The clearinghouse has established a policy that requires a commercially
7 reasonable amount of financial reserves, insurance, reserve credit pool, or other risk
8 management mechanism for use in the event that a party defaults on an agreement
9 under sub. (3) (a).

10 (¢) The clearinghouse has established a commercially reasonable process for

11 soliciting and entering into transactions under sub. (3) (a) and (c).

12 (d) The clearinghouse has established a clearly defined fee structure describing

o5 ke zww (‘%& LS

{\ﬁ\ the manner in which and the amount that the wéhdon will be pald for facilitating and

14 executing transactions under sub. (3) (a) argl,d [(c) e Lo Daciaade -
K15 (e) The clearinghouse has demons’arated‘) the capability /of facﬂltatlng\ and
(:1@ (executlﬁgjc;;riéactlons under sub. (3) (a) and (¢).

17 () The clearinghouse has satisfied all other applicable requirements to
(l - transact business in this state.

(3) p\clearlnghouse with which the department enters into a contract under
20 sub. (2) shall be the primary entity responsible for facilitating a financially stable
21 market for the activities described in this subsection and sub. (4) and shall do all of
22 the following:
23 (a) Produce credits by entering into contracts with other parties to undertake
24 water pollution prevention or environmental enhancement services. Each credit

25 generated by a contracting party under this paragraph shall require the party to
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. i/‘ l‘ ““? {‘g \
’\13) undertake/ll 2 times that amoug‘g in water pollution prevention or environmental
o) g e, U2 ™
(2) enhancement service 1 [ S .
3 (b) Maintain a bank of credits produced or to be produced under par. (a).
4 (c) Sell credits produced under par. (a) to any person.
5 (d) Seek to establish, with the approval of the department of natural resources,
6 tables providing the amount of credits that may be produced by various water
7 pollution prevention or environmental enhancement services. The tables shall be
8 based on the best available scientific protocols.
9 (e) When contracting with a party under par. (a), determine the amount of
10 credits that may be produced by the water pollution prevention or environmental
11  enhancement services by using the tables established under par. (d) or, if such tables
12 are not available, by using environmental impact modeling approved by the 7
e = N
13 department of natural resources. \W} ol S0 e Dotsuss ;Q ,\

®. When contractmg with a party under par. (a), seek tolmlmxmiZe transaction

/zé w2
I} ax1m1ze the performance of t}%e water pollution prevention or environmental

\‘;i; r//« “t

enhancement servmes/ and feduce the overall amount of pollutants introduced into
s e “
A7) the apphcable hydrologic @gﬁﬁ as defined under s. 283.84 (1m) (e) 2., over time.
) e .. I 5 e STheen
(4) clearmghouse with which the department enters into a contract under

19 sub. (2) may do any of the following:
e \ L“.\O( [ \\v‘ & Ly “‘k" (4) ot
(20° v (a) V'se funds recelved\from the sale of credlts\for general program operations

- O b i e e :}} Mot O dien 0}
@\]}_\, of the clearinghouse, including costs associated with ,ﬁpurchasmg water pollution

@% prevention or environmental enhancement serv1ces/\and repayment of funds granted
5
23 or loaned to the clearinghouse.

24 (b) Hold excess funds in trust for the purpose of making grants, in collaboration

25 with county land conservation offices, the department, or the department of
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1 agriculture, trade and consumer protection, for targeted water pollution prevention,
2 water pollution remediation, and other environmental enhancement projects that
3 improve the water quality of this state.
4 (c) Establish a reserve pool of credits produced under sub. (3) (a) and maintain
5 the reserve credit pool for the purpose of maintaining a risk management mechanism
6 under sub. (2) (b). o innodo s el v
(’7\\’ \ (d) Conduct research on otherkmarlget based) approaches to environmental
3 improvement. J e Corsuh e ke, / (}mxj\& - | ;/\a\}: L/cft »
(9A\) (5) The department}“may contract Wltha el(earl\rrél)rlouse under sub. (2) to further ’
(i\ the implementation of any (market base&) Water quality improvement programs in
(;{\ effect in this state 1nclud1ng the implementation of s. 283. 84;7 - } ~
1\12\3 s - (6) The department may enter into a memorandum of understanellng Wlth the \
13 ; federal environmental protection agency relating to the administration of this ‘/

|
14 ksect’ion o
Py ¥

@ i) ; K ( 7) /{I‘he dé}gartrnent nray terminate a contract entered into under sub. (2) if the
16 (Llearlnghouse fails to meet any of the requirements under this section or rules

17 promulgated under s. 283.84. The department shall give the clearinghouse at least

18 120 days’ notice of the default and a right to cure before terminating a contract under

Qld“ this subsection.

| 20 SECTION 2. 283.84 (1) (f) of the statutes is created to read:

21 | 283.84 (1) (f) Reaches a binding, written agreement with a clearinghouse that \«
@3 holds a valid contract under s. 16.9685 to purchase credits from the clearmghouse/ Q kS)
23 | SECTION 3. 283.84 (1) (g) of the statutes is created to read: ~d

/;4. 283.84 (1) (g) Reaches a binding, written agreement with a@ﬁarty under

25 which the third party agrees to work with one or more persons, other than the permit
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1 holder, who are causing water pollution to reduce the amount of water pollution that
2 ] those persons cause below the levels ef vyaterw %)011111';1011 that those persons are
(3\\ causing when the agreement is reached. Q(I} ‘;1 :greement is reached under this
{@3 paragraph, the person who is required to obtain a permit or the th zt::jparty shall
5 notify the clearinghouse that holds a valid contract under s. 16.9685, if any.
6 SECTION 4. 283.84 (1m) (d) of the statutes is amended to read: |
7 283.84 (Im) (d) The Except as provided under par. (e) 1., the increase in
8 pollutants and the reduction in pollufants occur within the same basin or portion of
9 a basin, as determined by the department.
10 SECTION 5. 283.84 (1m) (e) of the statutes is created to read:
11 283.84 (1m) (e) 1. If the person has entered into an agreement under sub. (1)
12 (), the increase in pollutants and the reduction in pollutants occur within the same
(i?’)\\> applicable hydrologic ¢ &Mgior(y ;Q d;;ermlned by the denar‘trnent rarea”
L1/4T 2. In this paragraph, apphcable hydrologic ¢ (reg'ron means the largestr (em%o
15 possible within this state to fac1htate 1mplementat10n of this sectlon while achieving
(/163‘ water quahty(objectlves\zm’{ ( ot lﬂ
17 SECTION 6. 283.84 (5) of the statutes is created to read: /q/
18 283.84 (5) | 3 The department shall review any tables estabhshed by a
19 clearmghouse under s. 16.9685 (3) (d) and any environmental 1mpact modehng
20 Kproposed by a clearlnghouse under s. 16 9685 (3) (e) The department may enter into
21 va memorandum of understandlng with the federal environmental protection agency
22 relating to the administration of this section and s. 16.9685 in relation to the
@:?3 o operatlens of a central clearinghouse.
(s La QT
24 (END)
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From: Herkert, Toni

Sent: Monday, February 18, 2019 2:10 PM

To: Pfotenhauer, Mary

Subject: Requested edits for LRB 1244 - Nutrient Trading
Attachments: Suggested Edits for P3.docx

Importance: High

Follow Up Flag: Follow up

Flag Status: Flagged

Hi Mary,

| had one more meeting with some stakeholders including DNR and came up with this (hopefully final) list of
modifications to the nutrient trading draft. These modifications will take us from a P2 to a P3 and | hope to be ready to

——introduce after-that draft.

To that extent, this is the number 1 priority in our office and we are working on holding a press conference next
Tuesday, February 26" in our district. | know that it is a lot to ask of you and | know you guys are swamped with the
budget drafting, but | was hoping you might be able to get this back to me by Thursday this week. | know that will
probably be difficult for you, but if at all possible, | would greatly appreciate the help.

Thank you so much!
Toni

Toni R. Herkert Policy Advisor/Clerk - Natural Resources and Energy | Office of State Senator Robert Cowles
(608) 266-0484 | 118 South, State Capitol | http://legis.wisconsin.gov/senate/02/cowles




Requested Modifications to LRB 1244/P2 - 3" Party Nutrient Trading

v
\®

| Page 3, line 21: After “The clearinghouse” and we add and the department has consulted

with the department of natural resources.
Page 4; lines 7-9: modify to remove text after services — environmental enhancement

serv1ces- Hﬂ%s%%%&%e@r%%ﬂ%%emmem&eﬁﬂ—e%&eemaﬁeﬁ%es

w/ Page 4; lines 12-15: (d) Seek to estabhsh with the approval of the department of natural

resources, tables methods which may be utilized to quantify previding the amount of
credits that may be produced by various water pollution prevention or environmental
enhancement services. Methods may include tables and models-Thetables-shall be based
_on the best available scientific protocols.

W’ Page 5, line 8: add “The department of natural resources shall enter into a data sharing

agreement with the clearinghouse to facilitate the ability of the clearinghouse to collect
and make publicly available pertinent information concerning water quality improvement

programs administered in this state.”

o Page 5, line 3: Related to the new wording on the registry, can you edit as

follows: “Establish and maintain a centralized registry of all credits generated and

_transacted in this state...”

' Page 6, line 3: of any water quality imprevement-trading, adaptive management, multi-

discharger variance, or future market-based water quality programs in effeetin this state.

¢’ Page 6; lines 15-23: 283.84 (1) (g) Reaches a binding, written agreement, approved by

the department, with a 3rd party under which the 3rd party agrees to work with one or

- more persons, other than the permit holder, whe-are-eausing-water petlution-to reduce the

~ amount of water pollution that those persons cause below the levels of water pollution
that those persons are causerng whenthe agreement is reached Befereanagfeementrs

termfrei—the—agreen&ent— Ifan agreement is reached under thrs paragraph, the person who
is required to obtain a permit or the 3rd party shall notify the clearinghouse that holds a

_valid contract under s. 16.9685, if any.

v Page 6, line 23: add “. . . if any, and shall report to the clearinghouse in the time and

manner specified by the department any information that the department, in consultation
with the department of administration, determines is reasonable and necessary to the
_operation of the centralized registry under s. 16.9685(3)(g).”

e Page 7, line 23: “under” and add “consistent with that act” so the line reads, “regulations or

guidance documents adopted wader-consistent with that act.”
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AN ACT to amend 283.84 (1m) (d); and fo create 16.9685, 283.84 (1) (), 283.84

(1) (@), 283.84 (1m) (e) and 283.84 (5) of the statutes; relating to: buying and

selling water pollution credits through a central clearinghouse.

Analysis by the Legislative Reference Bureau

This bill creates a system for buying and selling water pollution credits through
a central clearinghouse. _

Under current law, the Department of Natural Resources administers a
program for trading water pollution credits between sources of water pollution.
Under the program, DNR may authorize a person (permit holder) who holds a water
pollution discharge elimination system (WPDES) permit or a storm water discharge
permit to discharge a pollutant above the levels authorized in the permit if the permit
holder enters into an agreement with another party under which the other party will
reduce water pollution. The agreement must result in an improvement in water
quality, and the increase and reduction in pollutants under the agreement must
~ involve the same pollutant or the same water quality standard and occur within the
same water basin.

Under this bill, DNR may authorize a permit holder to discharge a pollutant
above the levels authorized in the permit if the permit holder purchases credits from
a clearinghouse that has contracted with the Department of Administration. The
purchase of credits must result in an improvement in water quality, and the increase
and reduction in pollutants under the agreement must involve the same pollutant
or the same water quality standard and occur within the same area, as determined
by DNR. That area must be thelargest area possible within this state to facilitate
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implementation of the water pollution trading program while achieving water
quality standards and any federally approved total maximum daily load allocations.
The bill also allows DNR to authorize a permit holder to discharge a pollutant above
the levels authorized in the permit if the permit holder enters into a contract with
a third party that works with other sources of water pollution to reduce the amount
of water pollution that those other sources cause.

The bill requires DOA to solicit vendors to operate as the single clearinghouse
in this state for the purpose of buying and selling water pollution credits. The
department may not contract with a clearinghouse unless the clearinghouse has
established certain policies and procedures specified under the bill. Under the bill,
the term of a contract between DOA and a clearinghouse is five years.

Under the bill, the clearinghouse that contracts with DOA must generate
credits by entering into agreements with parties to reduce pollution; maintain a _
bank of credits; sell credits to any person; (mamtaln a centralized registry of credits .

e 'generatea)ln thls state; and maintain an “Internet-based platform to facilitate the

J0"% " Tocation of potential buyers available credits, and other information that will
facilitate credit transactions. Credits must be generated with the clearmghouse at ., v
a ratio of one credit for every 1.2 units, at a minimum, of pollution reduction{unless™ =

/the pollution reduction activities result in the permanent "transportatlon of the '

{ pollutant to outside of the state. When the clearmghouse contracts with a party for
pollution reduction activities, the clearinghouse must also seek to minimize
transaction costs, maximize the performance of the pollution reduction activities,
and reduce the overall amount of pollutants introduced into the applicable area.

The bill also allpws DOA to contract with the clearinghouse to further the

S~ implementation of atty water quali umprovement)programs in this state.
v For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.
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The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

1 SECTION 1. 16.9685 of the statutes is created to read:

2 16.9685 Clean water clearinghouse. (1) In this section, “water pollution

3 prevention or environmental enhancement services” means any activity, practice, or
project undertaken by any person who certifies that it will result in a quantifiable
reduction of a specified pollutant in the overall mass balance of water pollution over
a specified period of time.

(o)) 12 SIS
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(2) The department shall solicit services from a single clearinghouse to perform
the functions under subs. (3) to (5). The department may not enter into a contract
with a élearinghouse under this section unless the department determines that all
of the following requirements have been met:

(a) The clearinghouse has established or is capable of establishing the contract
terms, conditions, and information required to document and enforce transactions
under sub. (3) (a) and (c) in a commercially reasonable manner.

(b) The clearinghouse has established a policy that requires a commercially

10
11
12
13
14
15
16
17
18
19
20
o)
22
23

24

reasonable amount of financial reserves, insurance, reserve credit pool, or other risk
management mechanism for use in the event that a party defaults on an agreement
under sub. (3) (a).

| (¢) The clearinghouse has established a commercially reasonable process for
soliciting and entering into transactions under sub. (3) (a) and (c).

(d) The clearinghouse has established a clearly defined fee structure describing
the manner in which and the amount that the clearinghoﬁse will be paid for
facilitating and executing transactions under sub. (3) (a) and (c).

(e) The clearinghouse has the capability to facilitate and execute transactions
under sub. (3) (a) and (c).

(f) The clearinghouse has satisfied all other applicable requirements to

transact business in this state. 7

. i .
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about the terms of the contract.
(3) The clearinghouse with which the department enters into a contract under

sub. (2) shall be the primary entity responsible for facilitating a financially stable
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1 market for the activities described in this subsection and sub. (4) and shall do all of

2 the following:

3 (a) Produce credits by entering into contracts with other parties to undertake

4 water pollution prevention or environmental enhancement services. Each credit

5 generated by a contracting party under this paragraph shall require the party to

6 undertake at least 1.2 times that amount in water pollution prevention or s

9

(7 ) environmental enhancement serv1ce§,fu\nless the water pollution prevention or

8 environmental enhancem»er‘ln{gérvices. resultr(i’p’ the applicable pollutant being /
9 i\“n\permanently”transported Qutsid(i Qf t};is sfpate).
10 o (b) Maintain a bank of credits produced or to be produced under par. (a).
11 (c) Sell credits produced under par. (a) to any person.
12 (d) Seek to establish, Wltgl the a?proval of the department of natural resources,
N N G L T

LISX Cables prov1d1n§3the amount of credits that may be produced by various water

@ pollution prevention or environmental enhancement services. &The tables shall be
15 based on the best available scientific protocols. e \\fvlvm e L \,w
16 (e) When contracting with a party under par. (a), determine th—;;inountéf et
1\7 credits that may be produced by the Watelv'V &o&tjo? freventlon or env1ronmentat;1 - \i
(18) enhancement services by using thextat;les established under par. (d) or, if such(tables b
19 are not available, by using environmental impact modeling approved by the
20 department of natural resources.
21 (D) When contracting with a party under par. (a), seek to do all of the following:
22 _ 1. Minimize transaction costs.
23 2. Maximize the performance of the water pollution prevention or

24 environmental enhancement services.
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1 3. Reduce the overall amount of pollutants introduced into the applicable
2 hydrologlc area, as defmed under s. 283.84 (1m) (e) 2., over time. ‘
) \‘ e L Db e et \F 'y A e gk o
(3) (g)/z Malntaln a centrahzed registry of all credits generated/in thls state and of
4 the verification of all such credits and maintain an Internet-based platform to
5 facilitate the location of potential credit buyers, available credits, and any other
6 information that will facilitate credit transactions. The clearinghouse shall report
7 this and other pertlnent trading lnformatlon annually to the department and\%'to the o~
Q ’\kf\@’ Q(M; A [AVRY
8> department of natural resources. t e

CLV\A e la e tai it “‘ U\V}ﬂ»% s b e A L e ok “\»,5»:, B

9 (4) The clearinghouse with Whleh the department enterg into a contract under
" v e i Qe AL oot
10 sub. (2) may do any of the f0110W1an. PV : e ‘(5 o NeeTh e s ghadon
11 (a) Charge fees and use funds received for general program operations of the
12 clearinghouse, including costs associated with facilitating transactions, purchasing
13 water pollution prevention or environmental enhancement services, and repayment
14 of funds granted or loaned to the clearinghouse.
15 (b) Hold excess funds in trust for the purpose of making gx;ants in collaboration
(i6\) with county land conservation offices, the department(,/ (fr thta dell)a%rt/nte;;tf ofi
17 agriculture, trade and consumer protection, for targeted water pollution prevention,
18 water pollution remediation, and other envitonmental enhancement projects that
19 improve the water quality of this state.
20 (c) Establish a reserve pool of credits produced under sub. (3) (a) and maintain
21 thereserve credit pool for the purpose of maintaining a risk management mechanism
22 under sub. (2) (b).
23 (d) Conduct research on other innovative approaches to environmental

24 improvement.
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1 (5) The department, in consultation with the department of natural resources, g ggggﬁwﬁ
2 may contract Wlth theeleamnghouse under sub. (2) to further the 1mplementat10n [V
N AL " 10 P e WA QA B0 €k m“\“\%ﬁf celarme vor e g iefi
@\ of any @ quﬂ@mprovemen@programs in effect 1n~)th1s state. 5;‘”.“; < ‘ i
4 (6) The term of a contract entered into under sub. (2) shall be 5 years The
5 department may terminate a contract entered into under sub. (2) if the clearinghouse
6 fails to meet any of the requirements under this section or rules promulgated under
7 s. 283.84. The department shall give the clearinghouse at least 120 days’ notice of
8 the default and a right to cure before terminating a contract under this subsection.
9 SECTION 2. 283.84 (1) (f) of the statutes is created to read:

10 283.84 (1) () Reaches a binding, written agreement with a clearinghouse that

11 holds a valid contract under s. 16.9685 to purchase credits from the clearinghouse,

12 if the clearinghouse has consultedwith the department about the agreement to the

13 extent required under the contract under s. 16.9685.

16
(17
18
20
21)
22
23

- 24

SECTION 3. 283.84 (1) (g) of the statutes is created to read: Uy

‘- X 1 oy §y H
sy e vy o e der{fw Ayt e

5(1 [ (N)

283.84 (1) (g) Reaches a binding, written agreementj\%)th a 3rd party under

which the 3rd party agrees to work with one or more persons, other than the permit

holder,(ﬁleﬂare 'causing'wafer"pomifidﬁ; to reduce the amount of water pollution that
those persons cause below the levels of water pollution that those persons(are&\‘ ~

e ) Chteh. &

kausmg) When the agreement is reached. / Before an agreement is reached under this "
/ /paragraph, theSrd party shall consult Wlth the department about the terms of the J
{\ agreement. If an agreement is reached under this paragraph, the person who is

required to obtain a permit or the 3rd party shal(lx notify the clearlr:ghouse that holds v
)&m, DV all e Qo Yot (B e, ¢
a valid contract under s. 16.9685, if an;/; AL Al @a ) s e
N 4 ir,'% o g ok O/\

SECTION 4. 283. 84 (1m) (d) of the statutes is amended to read
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283.84 (lmi (d) The Except as provided under par. (e) 1., the increase in
pollutants and the reduction in pollutants occur within the same basin or portion of
a basin, as determined by the department.

SECTION 5. 283.84 (1m) (e) of the statutes is created to read:

283.84 (1m) (e) 1. If the person has entered into an agreeﬁlent under eub. (1)
(f), the increase in pollutants and the reduction in pollutants occur within the same
applicable hydrologic area, as determined by the department.

2. In this paragraph, “applicable hydrologic area” means the largest area

10

11

12

13

14

15

possible within this state to facilitate implementation of this section while achieving
water quality standards and any applicable federally approved total maximum daily |
load allocations.

SECT;ON 6. 283.84 (5) of the statutes is created to read:

283.84 (5) The department may enter into a memorandum of understanding
with the federal environmental protection agency relating to ‘the administration of
this section and s. 16.9685 in relation to the operations of a central clearinghouse.

- SECTION 7. Nonstatutory provisions.

(1) As soon as poss1ble after the effective date of v}hls act, the department of
(AR Ty ) \;754 Q.{

g

natural resources shall review any. tableS;estabhshed by the clearinghouse under s.

16.9685 (3) (d) and any environmental impact modeling proposed by the
A N ﬁ( ‘h.,):?@v W

byl £

clearinghouse under s. 16.9685 (3) (e) and shall approve such (tables‘ and models if
they have been developed according to any applicable requirements under the

federal Water Pollution Control Act, as amended 33 USC 1251 et seq and any

¢ o 2 X 5 4 [

regulatlons or guidance documents adopted(undei‘) that act

(END)



Pfotenhauer, Mary
e i

From: Herkert, Toni

Sent: Friday, February 22, 2019 2:32 PM
To: Pfotenhauer, Mary

Subject: FW: Draft review: LRB -1244/P3
Attachments: 19-1244/P3.pdf

Hi Mary,

Can we create the /1 of nutrient trading? We are going to circulate on Tuesday...finally! Thank you SO much for all your
help on this!
Toni

Toni R. Herkert Policy Advisor/Clerk - Natural Resources and Energy | Office of State Senator Robert Cowles
(608) 266-0484 | 118 South, State Capitol | http://legis.wisconsin.gov/senate/02/cowles

From: Sen.Cowles <Sen.Cowles@legis.wisconsin.gov>

Sent: Wednesday, February 20, 2019 9:19 AM

To: Herkert, Toni <Toni.Herkert@Ilegis.wisconsin.gov>; Miller, Evan <Evan.Miller@legis.wisconsin.gov>; Mugnaini, Jason
<Jason.Mugnaini@legis.wisconsin.gov>

Subject: FW: Draft review: LRB -1244/P3

Heather Moore Legislative Assistant | Office of State Senator Robert Cowles
(608) 266-0484 | 118 South, State Capitol | http://legis.wisconsin.gov/senate/02/cowles

From: LRB.Legal <lrblegal@legis.wisconsin.gov>
Sent: Wednesday, February 20, 2019 9:16 AM

To: Sen.Cowles <Sen.Cowles@legis.wisconsin.gov>
Subject: Draft review: LRB -1244/P3

Following is the PDF version of draft LRB -1244/P3.
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AN ACT to amend 283.84 (1m) (d); and #o create 16.9685, 283.84 (1) (f), 283.84

(1) (g), 283.84 (1m) (e) and 283.84 (5) of the statutes; relating to: buying and

selling water pollution credits through a central clearinghouse.

Analysis by the Legislative Reference Bureau

This bill creates a system for buying and selling water pollution credits through
a central clearinghouse.

Under current law, the Department of Natural Resources administers a
program for trading water pollution credits between sources of water pollution.
Under the program, DNR may authorize a person (permit holder) who holds a water
pollution discharge elimination system (WPDES) permit or a storm water discharge
permit to discharge a pollutant above the levels authorized in the permit if the permit
holder enters into an agreement with another party under which the other party will
reduce water pollution. The agreement must result in an improvement in water
quality, and the increase and reduction in pollutants under the agreement must
involve the same pollutant or the same water quality standard and occur within the
same water basin.

Under this bill, DNR may authorize a permit holder to discharge a pollutant
above the levels authorized in the permit if the permit holder purchases credits from
a clearinghouse that has contracted with the Department of Administration. The
purchase of credits must result in an improvement in water quality, and the increase
and reduction in pollutants under the agreement must involve the same pollutant
or the same water quality standard and occur within the same area, as determined
by DNR. That area must be the largest area possible within this state to facilitate
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SECTION 7

federal Water Pollution Control Act, as amended, 33 USC 1251 et seq., and any

regulations or guidance documents adopted consistent with that act.

(END)




Parisi, Lori

From: Mugnaini, Jason

Sent: Monday, March 11, 2019 9:05 AM
To: LRB.Legal

Subject: Draft Review: LRB -1244/1

Please Jacket LRB -1244/1 for the SENATE.




