











MODEL INDUSTRIAL WATER OFFSET ACT
A Model Law Establishing a Credit-Based Offset System
for Industrial Water Withdrawals and Consumptive Use
State of __________
Draft — [Year]


PREAMBLE	
Be it enacted by the General Assembly of the State of __________, as follows:
WHEREAS, industrial withdrawals of water resources represent a significant and growing pressure on surface water, groundwater, and interconnected aquatic systems; and
WHEREAS, a market-based offset credit system (modeled on best practices in wetland mitigation banking)can create durable, verifiable, and ecologically meaningful water replenishment; and
WHEREAS, the State has a compelling interest in ensuring that water withdrawn for industrial purposes is offset to protect the long-term beneficial uses of its water resources;
NOW, THEREFORE, the General Assembly enacts the following
Section A. Short Title
This Act shall be known and may be cited as the “Industrial Water Offset Act” (“IWOA” or “the Act”).
Section B. Definitions
For the purposes of this Act, the following terms mean:
1. “Applicant”, any person applying for or subject to water offset requirements under this Act;
1. “Available credit”, an offset credit released by the Interagency Water Offset Review Board after a registered offset project meets the performance standards specified in its Offset Project Instrument;
1. “Beneficial uses”, water uses including domestic, agricultural, industrial, recreational, and ecological purposes;
1. “Consumptive use”, the portion of withdrawn water that is not returned to the source watershed or aquifer;
1. “Credit”, a unit of trade representing a quantified, verified increase in the available water resource of a watershed or aquifer, as measured in million gallons per year (MGY) or other approved unit, generated by an approved offset project;
1. “Debited credit”, an available credit that has been withdrawn from the offset registry to satisfy a compensatory mitigation requirement under this Act;
1. “Department”, the Department of _____________________ of the State of __________;
1. “Director”, the Director of the Department;
1. “Establishment period”, the period during which an offset project is constructed and formally monitored, beginning upon execution of the Offset Project Instrument and ending when all performance standards have been achieved;
1. “Industrial facility”, any manufacturing, processing, mining, power generation, data center, or other industrial installation that withdraws water for operational purposes;
1. “Interagency Water Offset Review Board (IWORB)”, the multi-agency body established under this Act to oversee offset project certification, credit releases, and compliance;
1. “Ledger”, the official record documenting credits awarded, sold, transferred, debited, and suspended for each registered offset project;
1. “Mitigation sequencing”, the practice of first avoiding water withdrawals, then minimizing them, and only then offsetting unavoidable consumptive use;
1. “Offset project”, a project that generates water offset credits through activities such as aquifer recharge, water recycling and reuse, irrigation efficiency, stormwater capture, leak detection and repair, wetland or riparian restoration, or other department-approved methods;
1. “Offset Project Instrument (OPI)”, the legal document memorializing the terms and conditions of a certified offset project, including performance standards, credit release schedule, and long-term management obligations;
1. “Offset project sponsor (sponsor)”, any public or private entity responsible for establishing and operating a registered water offset project;
1. “Performance standards”, measurable criteria specified in the OPI for determining whether an offset project’s goals and objectives are being achieved;
1. “Potential credit”, a credit anticipated to be generated by an approved offset project but not yet released by the IWORB;
1. “Reserved credit”, an available credit that has been purchased but is not yet associated with a specific compliance obligation at the time of purchase;
1. “Service area”, the designated geographic area (typically a watershed, sub-watershed, or HUC-8 basin) within which an offset project is authorized to provide compensatory credits for industrial water withdrawals;
1. “Water resources”, any surface water occurring in natural or artificial channels, lakes, reservoirs, or impoundments, and subsurface water in aquifers, that are available or may be made available for beneficial use;
1. “Withdrawal”, the extraction of water from any surface or groundwater source for industrial use, whether or not such water is returned to the source.


Section C. Purpose and Applicability
1. Purpose. The purpose of this Act is to protect the quantity, quality, and long-term availability of the State’s water resources by requiring industrial facilities that make significant consumptive withdrawals to offset those withdrawals through a rigorous, transparent, and market-based credit system.
2. Applicability. This Act applies to any industrial facility that:
1. Withdraws in excess of fifty million gallons annually (50 MGY) from any surface or groundwater source within the State; or
1. Is a publicly traded company with industrial operations in the State withdrawing more than ten million gallons annually; or
1. Is otherwise designated by the Director based on findings of material hydrological stress in the applicable watershed.
3. Mitigation Sequencing Required. Prior to purchasing offset credits, a covered facility must demonstrate to the Department’s satisfaction that it has first taken all appropriate and practicable measures to avoid and minimize consumptive water use.
Section D. Interagency Water Offset Review Board
1. Establishment. There is hereby established the Interagency Water Offset Review Board (IWORB), an interagency body co-chaired by the Department and the ____________ [e.g., State Water Resources Control Board / relevant agency], with participation from federal, tribal, state, and local water management and regulatory agencies.
2. Responsibilities. The IWORB shall:
1. Review and certify offset project applications and Offset Project Instruments;
1. Negotiate and approve performance standards and credit release schedules with offset project sponsors;
1. Conduct or authorize site inspections of registered offset projects;
1. Release, suspend, or terminate offset credits in accordance with this Act;
1. Maintain and publish the statewide Industrial Water Offset Registry;
1. Coordinate with tribal governments whose water rights or treaty-protected resources may be affected.
3. Decision Authority. Binding credit decisions are made by the co-chairs after consultation with the full IWORB. The IWORB reserves the right to modify this Act’s implementing guidance where doing so would benefit the public interest or the water environment.

.
SECTION E. CREDIT DEFINITION AND QUANTIFICATION
E1. Definition of Credit
A volumetric water benefit credit is a verified, durable increase in available water supply or reduction in water demand in a defined service area, as measured in million gallons per year (MGY) or equivalent units approved by the IWORB. Each credit shall be generated only by offset projects certified under this Act and shall represent the same unit of value regardless of the technology or method used to generate it.
E2. Volumetric Water Benefit Accounting Methodology
All credit quantification shall employ the Volumetric Water Benefit Accounting (VWBA) methodology. Sponsors shall follow this six-step process:
1. Step 1 : Understand Local Context. Assess the political, hydrological, social, and governance conditions of the service area and identify shared water challenges and relevant stakeholders.
1. Step 2 : Identify and Evaluate Projects. Propose water stewardship activities that address documented local water challenges and meet the six VWBA eligibility criteria established by IWORB rule.
1. Step 3 : Quantify Volumetric Water Benefits. Select indicators and methods that are practical, scientifically defensible, and applied consistently across similar projects. Use conservative inputs and assumptions. Avoid double counting of benefits. Apply temporal scales appropriate to the activity and established baseline conditions.
1. Step 4 :  Plan and Agree. Establish written agreement with all parties specifying the project objective, attribution plan, implementation timeline, expected duration, monitoring and verification approach, and cost allocation.
1. Step 5 : Implement and Track. Execute the project and document all outputs and progress according to the agreed monitoring plan. Maintain records sufficient to substantiate and verify credit claims.
1. Step 6 : Confirm and Report. Verify that volumetric water benefits meet all eligibility criteria, align with stated goals, are representative of the activity's status and duration, and reflect the sponsor's direct contribution before claiming or communicating results.
E3. Credit Eligibility Requirements
All projects must meet the following conditions to generate credits:
1. The activity is voluntary and not required by federal, state, or local law or regulation;
1. The activity addresses an identifiable, documented water challenge in the service area;
1. Quantification methods are scientifically appropriate and defensible for the regional hydrology;
1. Baseline conditions are clearly documented and additionality of the benefit is demonstrated;
1. The volumetric water benefit is directly attributable to the project sponsor's activity; and
1. The benefit is durable or the expected credit life and associated assumptions are clearly specified and justified.
E4. IWORB Authority and Implementation
The IWORB shall establish detailed VWBA implementation guidance, approve quantification methods and assumptions, certify eligible projects, and define specific eligibility criteria consistent with VWBA best practices. The Board may require separate tracking categories for high-priority watersheds or project types. All quantification methods, baseline assumptions, and project certifications shall be documented and made available to the public.
Section F. Offset Project Registration and the OPI
1. Registration Required. No offset credits may be generated, sold, transferred, or used for compliance purposes unless the underlying offset project has been registered with the IWORB and an Offset Project Instrument (OPI) has been executed.
2. OPI Contents. Each OPI shall specify, at a minimum:
1. The physical and legal description of the offset project site;
1. The credit quantification method and total potential credits;
1. Performance standards and the credit release schedule;
1. The designated service area (watershed or HUC-8 basin);
1. Financial assurance mechanisms and long-term management obligations;
1. Monitoring, reporting, and adaptive management protocols; and
1. Identification of any tribal, community, or downstream water users whose interests must be protected.
3. Permanent Protection. The offset project site must be encumbered by a permanent conservation easement, deed restriction, or equivalent legal instrument prior to any credit release.




SECTION G. RELEASING CREDITS
G.1 Performance-Based Credit Release
Credits are released by the IWORB only as an offset project meets documented, project-specific performance standards established in the project agreement. No credits may be sold, transferred, or used for compliance purposes until released by the IWORB in writing. The sponsor and IWORB shall negotiate and specify performance standards and a release schedule as part of project certification.
G.2 Performance Standards
Performance standards shall be:
1. Quantifiable and measurable through established monitoring protocols;
1. Specific to the project's hydrology, ecological context, and intended water benefit;
1. Achievable within timeframes documented in the project implementation plan;
1. Aligned with the volumetric water benefit quantification methodology approved under Section E.
G.3 Credit Release Process
Credit release shall follow this process:
1. Sponsor submits a monitoring report documenting achievement of specified performance standards, with supporting data and calculations;
1. IWORB conducts technical review of the monitoring report and verifies achievement of performance standards, including site inspection when necessary;
1. IWORB co-chairs notify sponsor of approval or request for additional information or corrective action;
1. Upon approval, IWORB co-chairs authorize credit release in writing, specifying the number of credits released;
1. Sponsor updates the credit ledger within thirty days to reflect released credits.
G.4 Final Release Requirements
To receive final credit release and full project closure, the sponsor must provide the IWORB with: (a) approval of the final long-term management and maintenance plan; (b) proof of full funding of the long-term stewardship account; (c) identification and IWORB approval of the long-term steward; and (d) documentation that all project performance standards have been met and are expected to persist for the duration of the credit life.

SECTION H. SELLING, TRANSFERRING, AND USING CREDITS
H.1 Eligible Credits
Only released, available credits verified by the IWORB may be sold, transferred, or used for compliance purposes. Sponsors are prohibited from selling, offering, or representing unreleased or potential credits as available for compliance use.
H.2 Credit Pricing and Terms
Project sponsors determine credit price and sale procedures. The IWORB does not regulate credit pricing. Sponsors may factor into pricing: market value relative to alternative compliance costs; project investment and operational costs; risk of performance standard achievement; and competitive market conditions within the service area.
H.3 Using Credits for Compliance
A covered facility or other entity seeking to use offset credits to satisfy compliance obligations shall:
1. Confirm that their consumptive withdrawal or impact activity falls within the service area of a registered offset project or qualifies for out-of-service-area use under Section H.5;
1. Contact the sponsor to confirm credit availability, pricing, and debit ratio requirements;
1. Obtain IWORB approval of the proposed credit use in connection with their applicable permit or compliance determination prior to purchase;
1. Submit proof of credit purchase and retirement to the IWORB prior to commencing the water-use activity that triggers the offset obligation.
H.4 Reserved Credits
An entity may purchase reserved or future credits before a specific compliance obligation is established, provided the purchase agreement explicitly states that such purchase does not guarantee IWORB approval of the underlying impact activity or guarantee that the offset project will achieve projected performance standards. Reserved credits are purchased at the buyer's sole risk and cost.
H.5 Service Area and Out-of-Service-Area Use
Credit use is generally limited to the service area designated in the project agreement. Out-of-service-area use may be approved by the IWORB co-chairs on a case-by-case basis where hydrologically appropriate, environmentally beneficial to the basin of origin, and supported by documentation that the offset activity delivers a comparable or greater water benefit than use within the service area.

H.6 Debit Ratios
Debit ratios specify the number of credits required per unit of consumptive withdrawal and shall be established by the IWORB based on the following factors:
1. Hydrological stress and water availability in the service area and basin of origin;
1. Seasonal timing and location of the offset benefit relative to the impact withdrawal;
1. Type and reliability of the offset activity and associated monitoring data;
1. Duration of the offset benefit and credit life relative to the impact activity's expected duration;
1. Comparison to alternative compliance costs and baseline offset project performance in the region.
Credits from certified offset projects shall generally require lower debit ratios than ratios for permittee-responsible mitigation or other compliance alternatives, reflecting the advance investment, enhanced monitoring, and reduced performance risk associated with pre-constructed offset infrastructure.
The IWORB shall publish debit ratio guidance and maintain a publicly available registry of debit ratios applied to individual offset projects and compliance determinations. Debit ratios shall be reviewed and updated as needed to reflect changing hydrological conditions, project performance data, and regional market conditions.

Section I. Tracking Credits - The Ledger System
1. Ledger Required. Each registered offset project shall maintain a credit ledger documenting all credit releases, sales, transfers, reservations, and debits. The ledger is the primary instrument for preventing the same credit from being applied to more than one compliance obligation.
2. Ledger Contents. The ledger shall record, at a minimum:
1. Offset project contact information and registry identification number;
1. Date of each credit transaction;
1. Identity and permit information of the credit purchaser;
1. Location of the industrial facility generating the offset obligation;
1. Volume (MGY) of consumptive use to be offset;
1. Number of credits debited, reserved, or released in each transaction.
3. Submittal. The ledger must be submitted to the IWORB within thirty (30) days of any credit transaction, and on an annual basis no later than February 1 for the prior calendar year.
4. Official Recording. When a credit is debited to satisfy a specific compliance obligation, the sponsor shall record the transaction with the county recorder’s office in the county of the offset project within thirty (30) days and shall submit a copy of the stamped recording to the IWORB co-chairs.
Section J. Suspending and Terminating Credits
1. Definition. Credit suspension means that available unsold credits become unavailable for sale, transfer, or use until the IWORB lifts the suspension in writing.
2. Grounds for Suspension. The IWORB may suspend credits upon a material default of the OPI by the sponsor, including but not limited to:
1. Failure to adequately monitor, report, or document offset project performance;
1. Failure to implement required contingency or remedial actions;
1. Failure to maintain current financial assurance mechanisms;
1. Failure to maintain an accurate and current credit ledger; or
1. Sale or transfer of credits not yet released by the IWORB.
3. Effect of Suspension. Suspension applies only to unsold available credits. Credits already debited or reserved (sold) prior to the suspension date are not affected.
4. Process. The IWORB co-chairs shall notify the sponsor in writing of suspension and post the status on the Department’s public registry. If suspension continues beyond ninety (90) days with insufficient remediation, the co-chairs may direct financial assurances or terminate the OPI.
5. Ending Suspension. To lift suspension, the sponsor must document to the IWORB’s satisfaction how and when the deficiency was corrected. The co-chairs shall confirm the end of suspension in writing and update the public registry.
Section K. Annual Water Offset Compliance Report
1. Reporting Obligation. Each covered industrial facility shall file an Annual Water Offset Compliance Report (AWOCR) with the Department by [April 1] of each year for the preceding calendar year.
2. Required Contents. Each AWOCR shall include:
1. Total water withdrawals, disaggregated by source (surface water, groundwater, municipal supply) and by watershed (HUC-8 or equivalent);
1. Total consumptive use, return flows, and net consumptive use;
1. Water stress classification for each watershed of withdrawal;
1. Offset credits purchased, debited, or held, including registry ID, offset project name, volume, and location;
1. A statement of whether the facility is in compliance with its offset obligation, and if not, the remediation timeline; and
1. Forward-looking targets for efficiency improvement and offset acquisition.
3. Public Disclosure. The Department shall post all AWOCRs on its public website within sixty (60) days of receipt.
Section L. Enforcement and Penalties
1. Any covered facility or offset project sponsor that fails to comply with this Act or any rule promulgated hereunder shall be subject to:
1. Civil penalties not exceeding ----- per violation per day;
1. Suspension, revocation, or denial of applicable water withdrawal permits;
1. Suspension of offset credits in the registry; and
1. Referral to the Attorney General for injunctive or other legal relief.
2. Nothing in this Act shall preclude any person from asserting constitutional, statutory, or common law water rights claims.

Section M. Emergency Drought Provisions
Whenever the Governor declares a state of emergency based on drought conditions, the Department shall reevaluate all offset credits within affected watersheds to ensure that claimed credits do not impair beneficial uses of in-state water resources. The Department may impose additional conditions or temporarily disallow offset credits as necessary to protect the water needs of State residents, agricultural users, tribal water rights, and ecosystems.
Section N. Rulemaking
The Department shall promulgate rules to administer this Act, including approved methodologies for credit quantification and verification; reporting templates and public registry standards; debit ratio schedules; financial assurance requirements; third-party auditor registration; and procedures for public comment on offset project applications.
Section O. Severability
If any provision of this Act or its application to any person or circumstance is held invalid, the remainder of this Act and its application to other persons and circumstances shall not be affected.


ANNUAL WATER OFFSET COMPLIANCE REPORT
Template — Industrial Water Offset Act
Part I. Reporting Entity Information
	Entity / Facility Name
	

	Principal Address
	

	Contact Person / Title
	

	Phone / Email
	

	Reporting Year
	MM/DD/YYYY – MM/DD/YYYY

	Facility Location(s) / HUC-8 Watershed Code(s)
	

	Water Withdrawal Permit Number(s)
	



Part II. Water Accounting (Report volumes in Million Gallons per Year, MGY)
	Category
	Surface Water (MGY)
	Groundwater (MGY)
	Municipal Supply (MGY)
	Total (MGY)

	Total Withdrawals
	
	
	
	

	Total Consumptive Use
	
	
	
	

	Return Flows
	
	
	
	

	Net Consumptive Use (Withdrawals − Returns)
	
	
	
	



Part III. Watershed / Geographic Information
	Watershed(s) of Withdrawal (HUC-8 or HydroBASINS L6 code)
	

	Water Stress Classification for Each Watershed
	Low / Moderate / High / Over-appropriated

	Withdrawals within 30 miles of a State border (Y/N)
	☐ Yes   ☐ No

	Tribal water rights or reserved rights in affected watershed (Y/N)
	☐ Yes   ☐ No



Part IV. Offset Credit Disclosure
	Offset Project Name
	Registry ID
	Offset Type
	Watershed / Basin
	Volume Credited (MGY)
	Status (Available / Reserved / Debited)

	
	
	
	
	
	

	
	
	
	
	
	




Part V. Mitigation Sequencing Certification
Describe actions taken to avoid and minimize consumptive water use before purchasing offset credits. Include efficiency investments, process changes, or other measures implemented:

Part VI. Compliance Status and Forward-Looking Commitments
	Is the facility in full offset compliance for this reporting year?
	☐ Yes   ☐ No   ☐ In Progress

	If not, planned remediation timeline:
	

	Efficiency improvement targets for next year:
	

	Offset acquisition plans for next year:
	

	Net water neutral or water positive status claimed?
	☐ Yes   ☐ No



Part VII. Certification
I hereby certify under penalty of law that the information provided in this Annual Water Offset Compliance Report is true, accurate, and complete to the best of my knowledge and belief, and that the offset credits claimed were purchased from projects registered under the Industrial Water Offset Act.
	Signature:
	Date:

	Printed Name / Title:
	Facility Permit No.:




Submit completed report to: Department of ___________________, Water Offset Program, [Address], by April 1 of each year. Reports will be posted publicly on the Department website.
Draft For Legislative Review	
