Point to Point Trading
Sources that discharge from a discernable, confined and discrete route, such as a pipe, are “point sources” according to the Clean Water Act.  Industries and wastewater treatment plants are examples of point sources. Point sources require a permit under the National Pollutant Discharge Elimination System (NPDES) in order to discharge pollutants.

Point to point trading describes when one point source pays for another point source in its watershed to achieve greater than required pollution controls and reductions, rather than upgrade its own treatment.
Point to Nonpoint Trading

A nonpoint source discharges pollutants from a diffuse area. Nonpoint source pollution enters a water body as runoff from a wide geographic area. Typical examples include polluted runoff from cities, suburbs, and agricultural fields, and air deposition of contaminants. 

Point to nonpoint trading describes when a point source pays for the installation of nonpoint source pollution controls in a watershed, like buffer strips along the river, stormwater controls, other best management practices (BMPs), or wetlands restoration.  To account for uncertainties in the effectiveness of nonpoint source controls, trading ratios greater than 2:1 are typically used; so that for every pound of pollutant the point source needs to reduce it must purchase at least 2 pounds of offset. 
Nonpoint to Nonpoint Trading

A nonpoint source discharges pollutants from a diffuse area. Nonpoint source pollution enters a water body as runoff from a wide geographic area. Typical examples include polluted runoff from cities, suburbs, and agricultural fields, and air deposition of contaminants. 

Nonpoint to nonpoint trading describes when a nonpoint source pays for more cost effective controls of polluted runoff elsewhere in its watershed. The incentive to trade may come from stricter controls that newer sources may face, such as a new housing development that must control its runoff to a higher level than previous developments in the same watershed.

