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What is Water Quality Trading?

• A  voluntary, market-based Clean 
Water Act compliance strategy.

• Allows a permitted discharger to 
purchase compliance credits 
created by another source.

• Can result in better economic and 
ecological outcomes than may be 
achieved independently.

WQT enables coordination and 
collaboration among WWTPs that can 
benefit communities and ratepayers.
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How Does Trading Work?

Point-to-Point Source
• Buy/sell unused effluent limits
• Co-fund treatment plant upgrades

• WWTPs that reduce pollutant loads below their effluent limit can 
sell those excess reductions (i.e., credits)

• Credits measured in same units and time period as the permit 
(TIN kg/day in the dry season)

• Credit trades verified using existing monitoring and reporting
• San Francisco Bay Program will be governed by a “Trading Framework” 

that will provide certainty about requirements, mechanics
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Nonpoint-to-Point Source
• Implement projects that reduce nutrient 

loading to watershed (i.e., wetlands, ag 
practices, eel grass, etc.)

Types of Trading Programs



WQT Programs in the United States
Supported by EPA Federal policies (2003, 2009, 2019, 2020)

Upheld by federal courts & endorsed by the State Water Board

Active trading programs in Connecticut, Virginia, Maryland, 
Wisconsin, California, and Oregon

2026 The Freshwater Trust



Why Consider Water Quality Trading?

COST SAVINGS. 
Meet aggregate load 
targets without every 
facility independently 
building treatment. 
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FLEXIBILITY. 
Purchase credits or 
co-fund treatment 
upgrades rather 
than pursuing a full 
capital project. 

COLLABORATION. 
Watershed-wide 
coordination and 
shared solutions.

ENVIRONMENTAL 
BENEFIT. 
Safeguards ensure 
water quality 
improvements.



• Strong support for trading as an efficient and flexible 
compliance alternative

• Minimize risk and maximize certainty for participants
• Bay-wide trading program based on aggregate limits
• Effective, equitable outcomes for ratepayers
• Fosters coordination and collaboration to meet 

Bay’s nutrient reduction goals 

Perspectives Shared with The Freshwater Trust
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WQT in San Francisco Bay

• Facilities planning capital upgrades can 
evaluate whether over-treating could 
generate revenue through credit sales.

• Facilities facing difficult or expensive 
upgrades can evaluate whether buying 
credits is a more cost-effective option. 

• WQT preserves future flexibility, even for 
those unsure if they will buy or sell credits.

100% of eligible 
facilities are 

interested in a 
WQT program  

Source: GAR 2026 & Interviews



2026 Workplan

1. Outreach to BACWA Members, Experts & Stakeholders
2. Evaluation of Credit Supply, Demand, Timing & Costs 
3. Scientific Basis & Watershed Modeling
4. Evaluate Regulatory & Jurisdictional Constraints
5. Draft Trading Framework

2026 The Freshwater Trust

Goal:  Proposed Draft Water 
Quality Trading 
Framework in late 2026

Next Step: Workshop on 
August 31st 



Trading Overview Two-Pager

We Need You!

It is important to engage to 
make sure your perspectives 
are considered. 
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