Draft - April 11, 2006


Summary of Fact-finding Teleconference, SAB C-VPESS National Subcommittee on Valuation for National Rulemaking

April 11, 2006
Participating: 

Subcommittee Members: Hal Mooney, Rick Freeman, Bill Ascher, Doug MacLean, Paul Slavic, Kerry Smith.

SAB Staff Office Designated Federal Officer:  Angela Nugent

Agency Representatives:  Julie Hewitt, Janet Goodwin, Lisa McGuire
Contractors:  Maureen Kaplan, ERG; John Hochheimer, TetraTech

Action items:

1. Angela to obtain from Agency a description of how other federal agencies were involved in the rule development

2. Angela will ask Agency for 
a. additional detail about why and how site-specific information is problematic useful for national level analysis and what types of information the Agency would need to make it more useful.  
b. Angela will ask EPA for “What would they like to know to identify categories of representative water bodies to make translation from site-specific water body to national-level water bodies?”
3. Angela will provide C-VPESS with availability information about ORD’s project on conceptual models

4. Angela to ask Agency staff for brief written information responding to questions that were not addressed in the teleconference:

a. How much did two analyses cost?  How closely did contractor environmental assessors and economists work together?

b. The final benefits analysis shows costs exceeding benefits.  How did the Agency dealt with this information?

c. Were there public comments on the benefit analysis for the proposed rule?   (Julie also volunteered to provide the Agency response.)
d. Did OIRA provide comments?  Can subcommittee see the comments?

Summary

· Background on statutory basis for effluent guidelines
· Effluent guidelines – establish technical standards to remove pollutants from wastewaters.  
· Focus is on engineering and analysis of treatment and affordability. 
· By statute, guidelines identify the best available technology for reducing pollution, providing that technology is affordable
· EPA’s analysis of the effects of effluent guideline on quality of receiving waters.  Program has evolved to the point that it now monitors chnges in water quality and monetizes the benefits associated with the changes.
· Effluent guideline program is a national program, not dependent on states’ setting designated uses for water bodies and working with EPA to set Water Quality Standards.  Effluent guidelines complement other parts of the Clean Water Act such as the Water Quality Standards program.
· Rationale for and use of benefits assessments in effluent guidelines.
· Benefits assessments are not statutorily driven.

· Assessments are considered by senior managers in decision-making, but primary focus is on engineering technology ability to reduce effluent and ability of industry to afford technology.

· OMB generally expects benefit assessment for effluent guidelines.

· Typical process for conducting benefit assessment

· EPA uses its Clean Water Act (CWA) authority to collect data from industrial facilities potentially affected by guideline

· EPA develops surveys sample wastewater at facility, asks questions about production processes, effluent quality, wastewater treatment and costs.  
· Information gathered provides foundation for regulatory options in proposed and final rules.

· Reasons why proposed and final regulatory options are different.  
· Proposed options were developed before data collection was complete.  
· Final option reflected refinement on the current status of the category and which options were technologically and economically feasible (e.g., location of facilities, amount of emissions, amount of effluent controlled by different technologies).

· For final rule and final benefit assessment EPA decided to use the specific regulatory definition in 40 CFR Part 122 that defines the Concentrated Aquatic Animal Production Facility as a point source (40CFR122.24 and Appendix C).

· Definition does not include pond operations usually considered aquaculture (e.g., pond operations for tilapia, cat fish, ornamental fish) 
· Benefits for effluent guidelines consider impacts at a national scale.  Specific circumstances of specific water bodies and their water quality are taken into account when a National Pollutant Discharge Elimination System (NPDES) permit is written for a specific facility.  NPDES permits apply relevant effluent guidelines and water quality standards and criteria to regulate emissions from individual facilities.  .
· Permit requirement use effluent guidelines unless water body has requirements (water quality standards, designated uses) that require more stringent effluent limits be applied.
· What were the major differences between the proposed and final rules?  Between the benefit assessments for each?
· The final rule and benefit assessment were different from the proposed rule and supporting benefit assessment because it incorporated new information gathered on the “industry baseline:” e.g., how well industries were removing effluent; where removals were happening; how technologies were being used.

· Prior to proposal EPA considered the application of technology for destroying pathogens but determined that the technology was expensive and there was low likelihood for release of human pathogens 
· Final rule included discussion of aquaculture practices to ensure fish would be maintained in a healthy state.  [Note:  we did consider including specific practices aimed at maintaining fish health at both proposal and final, but did not mandate any specific practices for that specific purpose.]
· Other federal agencies which have authority to step in and shut down facilities if there is a health threat.

· Scope of final regulation included three categories of facilities:
· flow-through systems which have high volumes of water flowing through a tank and then being discharged –effluent is very diffuse  (largest category of facilities)

· open water systems (e.g., salmon net systems) – difficult to set effluent standards because there is no specific point of discharge 
· recirculation systems – uses technology that recirculates and reuses water and only discharge a small part of it -- concentrated effluent, reasonable amount of volume, fairly easy to treat.  

· In the future, technologies may evolve – to more open water systems and recirculating systems.

· Differences in benefit analyses

· Both analyses fairly similar

· Ecological assessors focused on benefits we are able to monetize. 

· EPA used a water quality model (Qual2E) to calculate pollutant load reduction into changes in downstream water quality standards, and monetized values based on a Carson and Mitchell study published in the early 90’s.  

· EPA also tried to qualitatively touch on some other benefits anticipated in rule.  Believed that some best management practices would result in smaller loads of therapeutic drugs and chemicals discharged to receiving water.  Also believed fewer escapes of non-native species to receiving water.  Wasn’t able to quantify reductions in those two kinds of discharges and did not attempt to capture any quantitative or monetized benefits

· Impediments to benefit analysis.

· The inability to quantify load requirements from best management practices, e.g., non-native escapes.  
· Limited tools for monetizing drugs and non-natives.  (But in all likelihood, the benefits, had we been able to monetize, benefits may not have been very significant.)
· For this and other effluent guidelines completed in the 1990s, EPA had difficulty showing harm caused by conventional and nutrient pollutants (e.g., Total Suspended Solids, BODs, nitrogen and phosphorus) and there was not enough of a predicted change in the loads discharged to identify monetized benefits from reducing them.  
· There are examples or anecdotal evidence (e.g., examples of water bodies reduced by nutrients) that are hard to translate to a national analysis.

· Reductions from effluent guidelines may be small compared to overall level of pollutants identified as causing problems in the literature.
· Existing data on nutrients did not prove useful for the particular types and locations of aquaculture facilities

· EPA developed loadings model for facilities developed in headwater areas of streams where there is lack of continuous water quality data for those streams for nutrients and BODs.  
· Data exists for larger streams.  “You see plethora of data on nutrients, those data aren’t helpful and data we need aren’t available.”
· Some local evidence raised issues:  e.g., a trout farmer – said that the nutrients in his waste water discharge were actually beneficial to the receiving waters, so he shouldn't be required to do more treatment or clean up.  

· EPA always has to justify application of site-specific estimates for national rulemaking.  Needs to make a convincing case.  

· EPA representatives confirmed that it would be useful to have advice about developing develop representative river, lake, and other water bodies that receive water, just as the agency uses “representative facilities” in its analysis.

· Because pollutant loading reductions were not huge
 actual stream water concentration change was not great.  Although there are many studies of aquatic ecosystem response in change to turbidity, nutrients, primary productivity, the small changes that EPA calculated have not been studied.  Because changes in the receiving water were subtle, it was difficult to analyze aquatic ecosystem endpoints.  EPA considered using the AQUATOX model (in addition to Qual2E) because AQUATOX included added endpoints, but the Agency ultimately decided not to use this additional model
· Agency initially considered the issue of escapes of non-native species.  Did identify existence of tools to simulate the environmental response to that particular load reduction and considered whether the Agency could identify tools to monetize this impact.  In the final regulation, determined that there were few facilities subject to these regulations that use non-natives, didn’t make a great effort to pursue that analysis.  

· Agency was not able to put an estimate on monetized value that controls on non-natives might present.

· Agency acknowledged it lacked data :of three different kinds

· “what’s going into water”

· E.g., didn’t have good loading data on fish, drugs, and pathogens

· “what’s happening to ecosystem”

· didn’t have good handle on the water quality on receiving streams where facilities were located

· ”how to quantify or monetize benefits”
· EPA has a limited set of values that have been monetized

· What was the point of conducting this benefit analysis if it is not required by statute or executive order?  Did it play any role in decision-making?

· OMB now generally expects benefit analysis.

· In this case, the benefit analysis wasn’t a great driver at OMB or for EPA decision-making.  Benefit assessments are looked at more closely for other regulations.

· What have been the reactions to the rule, as implemented?
· EPA hasn’t been sued

· Environmental community wanted controls on drugs, pathogens, non-natives. 
· Other federal agencies were favorable

· Industry and the permitted community were favorable

· Co-regulators wanted more numeric limits because their permits include numeric limits.
· Rule is generally accepted as implementable
· Concluding points

· Environmental assessors face “lots of pressure” to focus on monetized benefits.  

· Guidance is needed as to how to structure benefits analysis that looks at non-monetizable benefits, what kinds of metrics or indices to use, in addition to monetizable benefits.

· Benefit assessments are used beyond regulatory development; they help to inform decisions about whether to fund programs.  Resource allocation decisions are affected by assessments that effectively show the benefits of programs.
� ~240 facilities affected by final regulation; calculated pollutant loading reductions were small:  TSS collective was 500,000 pounds/ year delta; PCBs 0.04 lbs/year.
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