
TO:                  All Legislators 

  

FROM:            Senator Robert Cowles 
                        Senator Jerry Petrowski 

Representative Joel Kitchens 
  
DATE:            Tuesday, February 26, 2019 

  
RE:                  Co-Sponsorship of LRB 1244/1, P3: Wisconsin's Trading Marketplace, relating 

to: buying and selling water pollution credits through a central clearinghouse 
  
DEADLINE:   5:00 PM on Friday, March 8, 2019 

  

 
LRB-1244, named P3: A Pollution Prevention 

Partnership ~Wisconsin's Trading Marketplace, creates 

an innovative opportunity to connect more advanced land 

and water management with some financial incentive for 

farmers and other nonpoint sources dealing with the 

uncertainty of today's markets on top of production 

challenges. P3 will promote more water quality trades to 

take place byintroducing a third-party clearinghouse to 

create a marketplace for trades and certify credits for 

nutrient reduction. 

  

These mutually beneficial water quality trades allow 

nonpoint-sources, such as family dairy farms, to create a 

reduction in total pollutants entering a waterbody, 

quantified as credits, to be purchased through a central 

clearinghouse and provide relief to a point source, such as 

a municipal wastewater treatment plant or cheese factory, 

on their pollution reduction requirements as part of their 

Wastewater Pollution Discharge Elimination System Permit (WPDES). The pollution reduction 

is in exchange for a payment to a nonpoint source, which are typically not required to employ 

nutrient management practices, to produce a greater pollution reduction within a hydrologic area. 

Water quality trading is not a new idea, but the inflexibility of the current pollutant trading 

process along with troubles facilitating trades has left Wisconsin with only a couple of handfuls 

of trades. 

  
LRB-1244 authorizes the DNR to allow a WPDES permit holder to allow a pollutant discharge 

in their permit if they purchase credits from a statewide clearinghouse or other third-party 

broker, certified by the DNR. The clearinghouse would be required to contract with the DOA, in 

consultation with the DNR. Credits are produced through practices employed by nonpoint 

sources, predominantly on unregulated agricultural lands, and developed through technology 

tables and modeling reviewed and approved by the DNR. The production and purchase of credits 

must result in an improvement in water quality of a minimum ratio of 1.2:1, but certain practices 



would require higher ratios, trades must exchange the same pollutant or the same water quality 

standard, and trades would occur within the same hydrologic area. 
  
 
  
Passage of this legislation would be a big step forward in advancing water quality in Wisconsin. 

Third-party trading could save some communities from passing multi-million dollar wastewater 

treatment plant upgrade costs onto residents for little water quality improvement, keep small 

manufacturers and food producers open and operating, and, perhaps best of all, help to 

financially supplement some of our cherished farms around the state. 
  

At a time when Wisconsin lost 700 dairy farms last year alone, farmers are trying to squeeze 

every last bit of production they can to make ends meet. Despite any farmer's best intentions, the 

economic threats the dairy industry face often make it economically challenging to deploy new 

manure management technologies or require land to be removed from production to practice 

better land and water stewardship. As agriculture is deeply rooted into our state's economy, 

creating incentives to supplement unstable commodity market prices while reducing water 

pollution would be a welcome change to family farms. 
  
Support of P3: Wisconsin's Trading Marketplace is already piling up from groups representing 

agriculture, business, municipal wastewater treatment systems, local government, and our natural 

resources. In coming weeks, you may see public support or hear from groups across the board 

who see how this legislation will mutually benefit Wisconsin's economy and our treasured water 

resources. It's my hope that in the "Year of Clean Drinking Water" I can count on your support 

for this free-market option to a problem that has long been seeking a solution. 

  

If you have questions or would like to co-sponsor this bill, please reply to this email, contact 

Senator Cowles' office at 6-0484, or contact Representative Kitchens' office at 6-5350 before 

5:00 PM on Friday, March 8, 2019. Your name will be added to the Senate and Assembly 

version unless otherwise specified. 
  
  

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 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; 

establish and maintain a centralized registry of credits generated and sold 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.  Credits must be generated 

with the clearinghouse at a ratio of one credit for every 1.2 units, at a minimum, of pollution 

reduction.  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 area. 
The bill also allows DOA to contract with the clearinghouse to further the implementation of any 

adaptive management, multidischarger variance, water quality trading, or future market-based 

water quality programs in this state. 
For further information see the state and local fiscal estimate, which will be printed as an 

appendix to this bill. 

  
 


