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Bill Title: Chesapeake Bay Pay for Outcomes Fund established.

Bill Summary: Establishes the Chesapeake Bay Pay for Outcomes Fund to provide outcome-based payments
for verified reductions in nutrient and sediment pollution from nonpoint sources within the Chesapeake Bay
watershed of the Commonwealth. The Department of Environmental Quality is directed to administer the
Fund and to establish a competitive solicitation process for awarding payments from the Fund.

Budget Amendment Necessary: Yes, to capitalize  Items Impacted: Item 368, HB30/SB30
the Fund. See
Fiscal Analysis
Explanation: This bill involves the Department of Environmental Quality (DEQ), the Department of
Conservation and Recreation (DCR), and the Virginia Polytechnic Institute and State
University (Virginia Tech). A budget amendment is required to capitalize the Fund, and
depending on the magnitude of the capitalization, funding for administration and technical
assistance may be necessary.

Fiscal Summary: The fiscal impact of this bill is preliminary. A general fund amendment is required to
capitalize the Fund. Depending on the size of the program, DEQ anticipates up to $525,000 may be required to
administer, monitor and enforce the program, review and score applications, and technical assistance. If
capitalized, the bill allows for the recovery of administrative expenses and a separate general fund
appropriation would not be necessary.

Fiscal Analysis: The bill establishes the Chesapeake Bay Pay for Outcomes Fund and assigns DEQ responsibility
for administering a new statewide outcomes-based payment program for verified reductions in nutrient and
sediment pollution from nonpoint sources. The bill requires DEQ to develop technical guidelines, conduct
competitive solicitations, evaluate and score proposals, coordinate with partner agencies and subject matter
experts, enter into and manage contracts, verify reported outcomes, execute payments, and pursue
incorporation of verified reductions into the Chesapeake Bay Program accountability framework.

Item 365, Chapter 725, 2025 Acts of Assembly authorized $20.0 million in general fund appropriation for a
Chesapeake Bay watershed pay-for-outcomes pilot program and assigned DEQ responsibilities similar to the
requirements of this bill. DEQ has indicated that these funds are fully obligated and that three positions were
required to administer the pilot. DEQ utilized $19 million toward pay-for-performance agreements, and $1.0
million to support the program, including three staff and subject matter experts to evaluate the program’s
performance.
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Based on the scope of responsibilities created by the bill, DEQ estimates the annual cost to implement the
program at approximately $525,000, consisting of $375,000 for three FTE positions and $150,000 for technical
assistance. Two program staff would support guideline development, requests for applications, proposal
review and coordination, engagement of subject matter experts, execution of agreements with project
sponsors and third-party verifiers, review and verification of project reports, issuance of outcome-based
payments, and preparation of program summaries. One administrative financial staff position would be
required to execute agreements, process payments, and manage related accounting activities consistent with
Commonwealth procedures. Technical assistance would be needed to support application review and
assessment of project performance.

The bill authorizes moneys in the Fund to be used for program administration and contracting; accordingly,
DEQ indicates that these costs would be recoverable from the Fund if sufficient revenues are deposited. The
magnitude and timing of expenditures are contingent on capitalization of the Fund through appropriations or
other authorized revenue sources.

It is anticipated that Virginia Tech can absorb any impact that may result from this bill. Information from DCR
is not available at this time.

Other: None.



