




















Another problem seems to be a serious lack of trust among purchasers

who may need to rely on purchased nutrient credits to meet permit

requirements that the credits they purchase will actually be generated. Most

purchases of nutrient trading credits will be done to meet the purchaser’s
nutrient loading demands under federal or state water quality permits.
Purchased credits will become a basis by which compliance with the
purchaser’s federal NPDES permit or state clean streams permit will be

measured.

We believe there is a strong fear among potential purchasers that
reliance on nutrient trading to meet permit requirements will leave them
vulnerable to thé wrath of sanctions for permit violations if sellers do not
follow through with their promise to implement BMPs. The nutrient
trading program has tried to address this issue through a dedication by
sellers of a percentage of credits to a “credit reserve” pool that would be
tapped in the event any individual seller does not carry out the obligation to
implement BMPs.

Still, we sense this effort to create the reserve pool has not allayed the
fear among purchasers. It is our understanding that many municipal

officials have decided not to accept any plan for nutrient control offered by

- developers that involve the use nutrient credits. We understand the

potential risk and consequences for permit violation that could befall a
permit holder who tries to purchase nutrient credits in good faith only to

find out later that the credits he or she relied on were not generated.
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For aily nutrient trading program to be viable, it must provide absolute
assurance that permit holders who purchase nutrient bredits in good faith to
meet permit requirements will not be subject to sanctions in the event the
seller does not carry out the practices necessary for actual generation of

credits.

Another impediment to the nutrient trading program is one that we are
not sure the General Assembly or the Administration can correct directly.
The Chesapeake Bay Tributary Strategy and the determination of tradable
credits under the nutrient credit trading program are based on the rates of
nutrient loadings from Pennsylvania streams and nutrient reductions from
BMPs estimated under the Chesapeake Bay Model. In the abstract, use of
the Chesapeake Bay Model to measure tradable credits generated from
BMPs makes sense, since this is also the yardstick that the Environmental
Protection Agency and state agencies are using to measure environmental

conditions and improvements in the Bay.

In practical application, however, assumptions made in the Model
seriously reduce the number of tradable credits that a farmer can claim and
market under the program. Under the principles applied in the Model, the
determination of reduction in nutrient loadings from BMPs on a farm is not
measured on the basis of the reductions in nutrient loadings that the BMP
provided to areas neighboring the farm. The impact is rather measured on
the basis of the degree to which the BMP has reduced nutrient loadings at

the point of inlet areas immediately adjacent to the Bay.
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In order to estimate how a farm BMP in Lycoming County will reduce
the nutrient loadings occurring at Maryland inlet, the Model applies what is
referred to as an “edge of segment ratio.” The apparent assumption under
this “edge of segment” approach is that while a BMP may have some
substantial impact in reducing nutrient loadings to lands immediately
neighboring the BMP area, the impact is far less in reducing the nutrients

flowing into the Bay at entrance points some distance away.

Use of the Model’s edge of segment ratios has the practicél effect of
reducing the number of units a seller may trade from a BMP by at least half,
and in some areas, by as much as two-thirds. This serious reduction in
tradable credits that occurs through the application of the Model’s edge of
segment ratios seriously decreases the opportunities for smaller farms to

individually finance their BMPs though nutrient trading.

Many believe that the current measure of tradable credits provides
little opportunity for smaller farmers to participate in nutrient trading, and
provides essentially no opportunity unless smaller farmers work jointly with
other farmers to develop cooperative BMP programs. Without meaningful
opportunities for smaller farmers to finance BMPs, it is not likely a smaller

farmer will be able to afford the cost of implementing the BMP on his or

her farm.




Notwithstanding the impediments I have described, we continue to be
optimistic that nutrient trading can work in the future, and can be helpful in
moving Pennsylvania toward meeting the nutrient reduction goals outlined

in Pennsylvania’s Chesapeake Bay Tributary Strategy.

Thank you again for this opportunity. I will try to answer any

questions you may have.
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Bay nutrient cleanup already in place

Thursday, November 29, 2007

The Patriot-News editorial, "Process is far from com plete in cleaning up the Chesapeake”
(Nov. 18) is far from complete in relating what agriculture is doing to reduce nutrient
loading in the bay. The regulatory solution proposed in the editorial to improve the bay is
already being implemented.

Pennsylvania's laws do not just "encourage” best management practices on larger
livestock and poultry farms. They require it. Essentially all large livestock and poultry
farms in the state must go through an exhaustive state approval process and show
compliance with stringent regulations in order to operate. The largest, CAFOs
-(Concentrated Animal Feeding Operations) must obtain a federally required permit.
Pennsylvania, however, requires more types of farms to be permitted than what federal
regulations require.

Other large farms regulated as CAOs (Concentrated Animal Operatiohs) must also submit
detailed information and data about their operation and must obtain state approval of
nutrient management plans before the farm may operate.

Nutrient management plans for these farms must account for virtually every truckload of
manure that is generated, and farmers must demonstrate that the nutrient content of ‘
manure applied to land does not exceed the needs of crops or vegetation grown on the
land.

Some 1,400 farms are currently regulated as CAFOs and CAOs in the Commonwealth.
Another 1,200 farms have voluntarily agreed to requirements for state review and
approval of nutrient management plans and implementing these plans on their farms as
CAFOs and CAOs. Together, these 2,600 farms account for half of the manure produced
in Pennsylvania.




In addition, every farm in the state, including crop farms, is required to develop and
implement erosion and sedimentation plans that meet established minimum standards for

control of soil and nutrient runoff.

New manure management requirements added phosphorus to the regulation of nitrates and
establish vegetative buffers or setbacks along the edge of streams. Farms that import
manure now must meet the same requirements as the farm that produces the manure. With
these sweeping changes, more than 5,000 farms will have full nutrient management plans,
increasing the number of highly regulated farms in Pennsylvania by 600 percent.

Pennsylvania farmers have made significant commitment to improving water quality in
the bay. Since the bay restoration program began, farmers have committed $357 million

of their own money in this effort.

FARMERS IN THE BAY have been proactively working with environmental interests
and government agencies. They welcome and appreciate programs such as the recently
passed tax credit program known as REAP, which will help them implement even more
environmental measures. Unfortunately, state funding for traditional technical assistance
provided by Conservation Districts has not kept up with the regulatory demands on farms.

Finally, EPA's most recent calculations show Pennsylvania farmers can proudly lay claim
to over half of all the nitrogen reductions made by agriculture anywhere in the watershed.
Much work remains, but the environmental measures being applied on Pennsylvama s
farms far exceed what the editorial suggested. .

CARL T. SHAFFER is Pennsylvania Farm Bureau President and KATHLEEN
MCcGINTY is Pennsylvania Department of Environmental Protection Secretary.

©2007 The Patriot-News
© 2007 PennLive.com All Rights Reserved.
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PA’S AGRICULTURE INDUSTRY MEETING CHESAPEAKE BAY CLEAN UP
OBLIGATIONS

State Conservation Commission Receives $10 Million in REAP Requests

STATE COLLEGE ~ Pennsylvania’s farmers are meeting the mandatory nutrient reduction
targets they are required to make under the state’s Chesapeake Bay Compliance Plan, said
Environmental Protection Deputy Secretary Cathleen Curran Myers today during the State
Conservation Commission’s winter meeting. “Pennsylvania’s Chesapeake Bay Compliance
Plan requires 25 million pounds of nutrient reduction from our farmlands—nearly five times
the reduction required of our sewage treatment plants,” said Myers. “Our farmers are rising
to that challenge, laying claim to more than half of all the nitrogen reductions made by
farmers anywhere in the multi-state watershed thus far.”

According to Myers, agriculture, collectively, is the largest contributor of nutrients to
Pennsylvania’s bay tributaries. The more than 40,000 Pennsylvania farms located within the
watershed discharge 46 percent of the nitrogen and 58 percent of the phosphorus into these
waterways and, consequently, farmers today face more stringent water quality
requirements.

The state’s laws are requiring best management practices on larger Pennsylvania farms.
Practices mandated for farms considered concentrated animal feeding operations, or
CAFOs, include a thorough process to obtain a permit and comply with regulations more
stringent than the federal requirements. Stronger regulations have expanded the number of
CAFOs from 165 to 350. CAFOs are required to obtain permits that reduce nutrients and
sediment flowing into local waterways. New manure requirements have added phosphorus
to the nitrate regulations included as part of nutrient management plans. The new
regulations also establish vegetative buffers or setbacks along the edge of streams, while

http://www.ahs.dep.state.pa.us/newsreleases/default.asp?ID=4910&varQueryType=Detail 2/19/2008
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farms that import manure must now meet the same requirements as the farm that pfoduces
the manure. With these sweeping changes, more than 5,000 farms will have full nutrient
management plans, as well as stream setbacks or buffers, increasing the number of highly

regulated farms in Pennsylvania by 600 percent.

Larger farms with animals must now meet standards for constructing and using manure
storage structures, and must obtain a state permit when their structures reach a minimum
level of storage capacity. Additionally, every farm in the state Is required to develop and
implement erosion and sedimentation plans that meet established minimum standards for
control of soil and nutrient runoff. “Farmers are stepping up and taking advantage of the cost
effective options available to meet their Chesapeake Bay obligations,” said Myers. “In the
past few years, Pennsylvania’s farmers made our Conservation Reserve Enhancement
Program the largest in the country. Now they are exhibiting their willingness to invest in
conservation measures and clean water as evidenced by the $10 million in REAP requests

received to date.”

Myers pointed to the number of applications received for the new Resource Enhancement
and Protection, or REAP, Program. The State Conservation Commission began accepting
applications on a first-come, first-served basis Jan. 2. This week, the requests from
Pennsylvania’s farmers were expected to have exceeded the $10 million allocated to the
program. With an average 50 percent tax credit, this represents an additional $10 million
from farmer’s pockets to make these watershed investments.

More than 230 applications have been received by the State Conservation Commission.

Act 55 of 2007 established REAP and gave farmers and businesses the opportunity to earn
tax credits in exchange for best management practices on agricultural operations that
enhance farm production, protect natural resources and ultimately benefit the bay.

The program is administered by the State Conservation Commission and the tax credits are
granted by the Department of Revenue. Eligible applicants may receive between 25 percent
and 75 percent of project costs as state tax credits for up to $150,000 per agricultural

operatnon For more informatlon on Pennsylvania's Chesapeake Bay efforts, visit
, keyword: Chesapeake Bay. To learn more about REAP, visit

2| '."nculture_state ‘;é_. s, and enter “REAP” in the search field. ###
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