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Workshop Agenda

• Purpose / Status
• Brief Review

Safe Clean Water Program Overview
Credit Program Overview

Draft Credit Trading Program Overview and Discussion
Program Background and Potential
Trading, Market Rules and Eligibility
Monitoring / Enforcement

Next Steps / Timeline
Discussion and Input



Purpose / Status

Purpose:
"...allow P arcelow nerstopurchaseandsellcreditstosatisfy S pecialP arcel
T axobligations..."

-L.A. County Code, Chapter 16.10.B

S tatus:
• Currently in 3rd Public Workshop
• Develop Draft Final Procedures and Guidelines
• 30-day Public Comment Period
• Implementation

W hy aCT P ?
• Provide flexibility to taxed land owners
• Incentivize stormwater improvements on both non-

taxed and taxed parcels
• Cost effective use of SCW Program funds to achieve

goals.



Safe, Clean Water Program

The Safe, Clean Water Program provides local, dedicated funding to increase our
regional water supply, improve water quality, and enhance our communities.

History
Measure W passed November 2018
Implementation of SCWP is ongoing

Funding
2.5 cents per square foot of impermeable
area
First funding became available Fall 2020

Vision
Modernize LA County’s 100-year-old water system to better protect public health and
our environment, and maximize a cleaner, locally controlled water supply

M ission
Capturemore of our stormwater
Cleanour stormwater before it reaches our beaches and coastal waters
M akeitS afeby helping to eliminate pollutants and chemicals that flow into the ocean
M akeitforEveryoneby protecting waterways and create green space

Goals
There are 14 goalsoutlined in Chapter 18 of the SCWP Implementation Ordinance
https://safecleanwaterla.org/resources/documents-board-actions/



Credit Program

Tax credit to parcel owners with qualifying
stormwater improvements

Parcel owners complete form and provide pictures
to demonstrate operability

Credit calculations and Engineer’s Report required



CTP - Background

L.A. County Municipal Code
S ection16.10.B -Credittradingprogram .The District shall establish a credit trading program that, ata

m inim um ,w ouldallow P arcelow nerstopurchaseandsellcreditstosatisfy S pecialP arcelT ax

obligations. The program shall be implemented in accordance with the provisions of Section 18.11 of

Chapter 18 of this code.

S ection18.11.A - The credit trading program...shall be implemented in accordance with proceduresand

guidelinesdeveloped and adopted by the Chief Engineer, inconsultationw ithstakeholders, and

updated from time to time...

S ection18.11.B - Credits earned but not applied in the Credit Program will be eligible for trading.



Participants: Potential Tax Credit Buyers

Iw anttoreducem y S CW P tax
butcan’tbuildacost-effective
im provem entonsite.

Credit Buyersmust be ow nersofS CW
P rogram taxedparcels.

Credit Buyersare parcel owners who
cannotor donotw anttobuild a
stormwater improvement on their
property.



Participants: Potential Tax Credit Sellers

T axedparcels
W ereceived atax Creditandw ouldliketo
dom ore.Canw eaccessadditional
fundingifw em anagem orerunoff?

T ax-exem ptparcels
W ew ouldliketoconstruct
astorm w aterim provem ent.Iw ish
w ehadsom eadditionalfunding.

Credit S ellersm ay include:

1. Owners of SCW Program taxedparcels
who go above and beyond credit
program requirements.

2. Owners of tax-exem ptparcels who
build stormwater improvements onsite.
(e.g., schools, hospitals, faith-based
organizations).



What is the Market Currency?

• For every CTU purchased, buyer receives $1 in credit on
SCW Program tax.

• Buyers can purchase CTUs up to an amount that is
equivalent to their full tax.

• Buyers can purchase CTUs from multiple sellers to receive
full tax credit (and vice versa).

• Buyer is only purchasing tax credit, not compliance credit

CreditT radingU nit(CT U ):
Equivalent to $1 in SCW Program Tax Credit Per Year



How are CTUs Created?



How Are Trades Made?

S tep1:S ellerbuildsandcertifiesstorm w ater
im provem entforCT U s($)throughDistrict
process

1

S tep2:Buyerentersintoanagreem ent
w iththesellertopurchaseCT U sinam ount
nottoexceedtheirparceltax. 2

S tep3:Buyersubm itspurchaseagreem ent
forapprovalby Districtandsendspaym ent
toS eller. 3

S tep4:P aym entreceiptispresentedto
theDistrictandtax Creditisissuedfor
CT U spurchased.

4

3

S eller

FloodControl
District

Buyer



How is the CTU Price Set?

• Seller and Buyer agree on CTU
price

• CTU price set at less than $1 to
provide benefit to buyer and seller.

• Price not related to cost of
improvement

• Buyer can purchase up to two-
year’s worth of CTUs at one time.

Buyer pays seller
$0.70/CTU

S ellerbenefit= $0.70/CTU in revenue

Buyerbenefit= $1 in tax credit from
County for every CTU purchased
(net gain of $0.30/CTU)



How are CTUs Calculated?

Taxed Parcels
First achieve 100% Tax Credit
CTUs issued for management of additional offsite runoff
CTUs not issued for otheradditional activities

Tax-Exempt Parcels
CTUs calculated the same way as for credit program
Additional CTUs issued for management of offsite runoff

Once created, allCT U sareconsideredequal
Buyers can purchase CTUs without consideration for how
they were created (i.e., through WQ, WS, CI credits).

BEN EFIT CR EDIT
P R O GR A M
(% Discounton
S CW P rogram T ax)

T axedP arcels

WATER QUALITY UP to 75%

WATER SUPPLY UP TO 20%

COMMUNITY INVESTMENT UP TO 10%

ADDITIONAL ACTIVITIES UP TO 20%

M ax
80%



Scenario 1: Taxed Parcel,
No Additional Activities

Taxed parcel
improvement
manages runoff
from parcel and
from offsite. No
other “additional
activities” are
implemented.

T axedP arcel(S eller)
10,000 sq.ft. imperm. area

= $250 tax/year

O N -S IT E
R U N O FF

O FFS IT E
R U N O FF

O ffsiteA rea
10,000 sq.ft. imperm. area

$200
(80% T A X

CR EDIT )

$50
(20% T A X

CR EDIT )

Buyer

150 CT U s

Q uantity T otalBenefittoS eller

Tax Credit

CTUs

T otal

“ I’llpay $0.50
perCT U ”

District

$200 +$50 = $250 $250

150 $75 (@$0.50 price per CTU)

$325/yr

+



Scenario 1: Taxed Parcel,
No Additional Activities

Taxed parcel
improvement
manages runoff
from parcel and
from offsite. No
other “additional
activities” are
implemented.

T axedP arcel(S eller)
10,000 sq.ft. imperm. area

= $250 tax/year

O N -S IT E
R U N O FF

O FFS IT E
R U N O FF

O ffsiteA rea
10,000 sq.ft. imperm. area

$200
(80% T A X

CR EDIT )

$50
(20% T A X

CR EDIT )

150 CT U s

Q uantity T otalBenefittoS eller

Tax Credit

CTUs

T otal

$200 +$50 = $250 $250

150 $75 (@$0.50 price per CTU)

$325/yr

+

Cost:*
Capital Cost = $30k
O&M = $330/year
*Assuming 625-square-foot
bioretention facility



Scenario 2: Taxed Parcel,
Additional Activities

T axedP arcel(S eller)
10,000 sq.ft. imperm. area

= $250 tax/year

O N -S IT E
R U N O FF

O FFS IT E
R U N O FF

O ffsiteA rea
10,000 sq.ft. imperm. area

$250
(100% T A X

CR EDIT )

Buyer

200
CT U s

Q uantity T otalBenefittoS eller

Tax Credit

CTUs

T otal

“ I’llpay $0.50
perCT U ”

District

$250 $250

200 $100 (@$0.50 price per CTU)

$350/yr

Same as Scenario
1, but also receive
“Additional
Activities” credit
(management of
offsite runoff
ineligible
for addition-
al activities
credit)



What are the Market Boundaries?

Trades can only be made
between buyers and sellers
within sam eW atershedA rea
andM unicipality

Prevents stormwater
improvements created in one
area from depleting SCW
Program funding in another.

$
R evenue



Revenue Accounting

40%

50%

10%

Watershed X

Watershed X
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What are the Market Boundaries?
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Watershed X



Who is Eligible to Participate?

Buyers– Taxed parcel owners

S ellers– Taxed and tax-exempt parcel owners, with some exceptions:

Ineligible:

Improvements planned, designed, built and or maintained w/SCW Program funds

Improvements mandated by a compliance obligation (Regional Board mandated)

Going beyond these obligations "may qualify on a case by case basis"

Improvements completed prior to adoption of the SCW Program (November 6, 2018)

Improvements that don't meet minimum local design standard (MS4 or NPDES permit)

Municipalities (more on next slides)



Who is Eligible to Participate?

Examples:

Residential parcel owner in City of LA installs a
bioretention basin to treat first 0.5" of runoff from
roof.

Does not Qualify – Does not meet local MS4 design
standard

Residential parcel owner installs a bioretention basin
to treat first 0.75" of runoff from roof.

Qualifies – Meets MS4 design standard*
*Note some areas within City of L.A. may be required to manage
more than 0.75". Check your local ordinances.

Tax exempt parcel owner (e.g. faith based
organization) built a voluntary stormwater
improvement to local codes in 2015.

Does not Qualify – Improvement predates SCW
Program

Tax exempt parcel owner (e.g. faith
based organization) built a voluntary
stormwater improvement to local codes in 2020.

Qualifies – Improvement built after November 6,
2018.



Who is Eligible to Participate?

Examples:

Taxed, industrial parcel undertakes stormwater
improvements to meet their Industrial Permit
compliance obligation

Does not Qualify – Improvements mandated by
compliance obligation.

Taxed, industrial parcel undertakes stormwater
improvements and exceed their Industrial Permit obligation
by m anagingagreaterdepthofrunoffthan required.

May Qualify – Managing a greater depth of runoff does not
automatically mean the improvement meets local MS4
requirements and parts of the improvements are mandated
by permit. District to review specific circumstances
of improvement.

Taxed, industrial parcel undertakes stormwater
improvements and exceed their Industrial Permit
compliance obligation by m anaging0.75"ofrunoff
from a5acreoffsitecatchm ent.

Likely Qualifies – Voluntary management of offsite
runoff to MS4 standard. District to review specific
circumstances of improvement.



Who is Eligible to Participate?

Examples:

Taxed, private parcel owner on a 10 acre site
manages 50 acres of offsite runoff in an underground
retention vault with cost share from the SCW
Regional Program and local Municipality.

Does not Qualify – SCW
Program funded improvement

Taxed, private parcel owner on a 10-acre site
manages 50 acres of offsite runoff in an underground
retention vault without cost share from any entity.

Qualifies – Voluntary self-funded improvement.
Creates Credits first for first 10 acres managed and
CTUs for remaining 40-acres.



Who is Eligible to Participate?

M unicipal
A gency

N on-
M unicipal

O rg.

S CW P
R EVEN U ES

S takeholder
Governance

40% 50% 10%

MUNICIPAL
PROGRAM

REGIONAL
PROGRAM

DISTRICT
PROGRAM
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Can Municipalities Generate CTUs?

Net impact on
Municipality

SCW revenues
=

+$108.90/acre

Municipality's
SCWP

revenues
reduced by

40% of credit
($435.60)

Buyer receives
$1,089 tax

credit
(nets $544.50)

Buyer pays
Municipality

$0.50/CTU ($
544.50)

Municipality
generates

1,089 CTUs *

Municipalities currently cannotgenerate CTUs

Buyer pays municipality, municipality credits buyer (circular)

Circumvents WASC process (WASC revenues reduced)

Tracking SCWP funds by project is difficult (accounting game)

*1 acre = 43,560 square feet x 0.025 = 1,089 CTUs



Application and Recertification

Initial Application

Seller submits application form
with engineers calcs, local permit
information , photos and
Maintenance Plan

CTP website host application
forms, Seller/Buyer agreement
templates, list of CTU Sellers,
prices, and available CTU volumes

CTU's remain valid for sale and
redemption for 2 years.

Recertification

Every 2 years

Seller re-submits application with
current improvement photos
demonstrating functionality



SCW Program Funds

W illtherebeacaponCT U s?
Currently no cap on the volume of CTUs that can be created.
This may be reevaluated as the program evolves.

How w illCT P affectS CW P rogram R evenues?
Municipal and watershed area trading boundaries ensure that revenue is only reduced in
areas where seller improvements are creating benefits.
Tax Credit Trading and Credit programs result in cost effective stormwater improvements.
How can program track benefits/costs?



Enforcement

Improvements that fail to demonstrate that they are performing as
intended will not be eligible for recertification.

District may conduct random inspections

Clogged and eroding bioretention basins: Source (Blecken et. al, 2015)



Input/Discussion

W hoshouldbeeligibletoparticipateinT ax CreditT rading?

• Doyou agreethat

• M unicipalitiesshouldnotparticipate?

• N oCT U sareissuedforprojectsthat

• don'tm eetlocaldesignstandards

• A rem andatedby com plianceobligation

• A rebuiltpriortoim plem entationofS CW P rogram

• R eceiveS CW P rogram funds.



Possible Pilot Trading Program Discussion

P urpose
• Test market and program functionality

• Trading boundaries
• Eligibility
• Trading volume
• Enforcement
• Determine whether modification needed

• Discuss Trial Watershed Area



Anticipated Timeline to CTP Launch

Pre-June 2022

District developed
possible Draft CTP
structure

June 2022

Stakeholder Engagement:

2 Information and General
Feedback Meetings

August 2023

Stakeholder Engagement:

Workshop 3

Oct 2023

Draft Final CTP P&G:

30-day public comment
period & potential
workshop

Oct-Nov 2023

Stakeholder Engagement:

Workshop 4

September 2024

Implementation (admin
processes, website,
templates, database) +
Initiate Pilot

Final CTP P&G and
Pilot Program
Launch *

Oct 2023

*CT U scould beredeem ed atearliestfortheFY25-26tax year



Q u estions /O pen Foru m

Ifyou wou ld like to attend fu tu re
workshops please c hatyou rem ailto the

host

safec leanwaterla@ d pw. lac ou nty. gov


