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General Information
Proposal ID: 2027-223

Proposal Title: Nitrogen Water Quality Trading Pilot Project

Project Manager Information

Name: Emily Zanon
Organization: Minnesota Pollution Control Agency
Office Telephone: (507) 206-2613

Email: emily.zanon@state.mn.us

Project Basic Information

Project Summary: This Nitrogen Trading project will implement a scalable pilot that links nitrogen reductions with the
purchasing of nitrogen reduction credits generated from non-point best management practices for permitted
wastewater facilities.

ENRTF Funds Requested: $627,000
Proposed Project Completion: June 30, 2030

LCCMR Funding Category: Water (B)

Project Location

What is the best scale for describing where your work will take place?
Statewide

What is the best scale to describe the area impacted by your work?
Statewide

When will the work impact occur?
During the Project



Narrative

Describe the opportunity or problem your proposal seeks to address. Include any relevant background information.

Nitrogen reduction remains a challenge in the state of Minnesota, particularly in the Mississippi River Basin and the Red
River/Lake Winnipeg Basin. The MPCA anticipates the need for new nitrate and/or total nitrogen effluent limits in
wastewater permits for the protection of potable water supplies & aquatic life, and for implementation of Minnesota’s
Nutrient Reduction Strategy. Current regulatory approaches have limited reach and flexibility. MPCA’s water quality
trading program promotes wastewater permittee compliance through offsets from non-point source reduction.
Currently, Minnesota lacks a scalable pilot that links nitrogen reductions with the purchasing of nitrogen reduction
credits for permitted wastewater facilities.

Farmers need reliable, long-lasting financial support to offset upfront costs of nitrogen-reducing practices (cover crops,
small grain plantings, alternative nutrient management) and wastewater permittees need cost-effective and flexible
options for nitrogen compliance. This project addresses both needs.

The Nitrogen Water Quality Trading Pilot Project will expand MPCA's existing water quality trading program which is
currently administering phosphorus trading across the state (see attached map). Without any proposed nitrogen trades
to date, this pilot project will create at least two mock nitrogen trading projects between wastewater facilities and
landowners. Findings from pilot will aid in further developing future nitrogen trading.

What is your proposed solution to the problem or opportunity discussed above? Introduce us to the work you are
seeking funding to do. You will be asked to expand on this proposed solution in Activities & Milestones.

Work performed under this grant will expand on activities conducted by MPCA’s Water Quality Trading staff. This
includes developing planning tools to improve potential trade project site locations and identifying eligible wastewater
participants (establishing nitrogen credit demand). Work under this grant will include identifying eligible landowners &
practices (scope nitrogen credit supply), implementing nitrogen reduction practices, nitrogen credit verification and
evaluating project outcomes. This pilot project will unfold through the following five activities, two of which will be
accomplished without LCCMR grant funds:

1. Trade Planning Portal Development — develop a suite of planning tools for wastewater permittees pursuing a Water
Quality Trade Plan (no grant funds)

2. ldentify Eligible Wastewater Participants — Identify priority wastewater facilities for nitrogen pilot project and recruit
at least two participating wastewater treatment facilities (no grant funds)

3. Identify eligible landowners and nitrogen reduction practices — Secure agreements with landowners to determine
nitrogen reduction practices and practice locations. Estimate resulting water quality trade credits.

4. Trade project implementation & credit verification - Install selected practices for nitrogen reduction, inspect trade
projects/certify credits and collect/analyze data (where feasible & appropriate) to verify nitrogen reduction credits.

5. Project evaluation: Evaluate/share outcomes, adjust Trading guidance, recommend policies to MPCA Leadership.

What are the specific project outcomes as they relate to the public purpose of protection, conservation, preservation,
and enhancement of the state’s natural resources?

Project outcomes will have direct impacts on public surface waters. In watersheds where nitrogen reduction practices
are implemented, meaningful nitrogen reduction will help protect surface waters and aquatic life from further nitrogen
impairment and/or mitigate current nitrate impacts on those surface waters displaying stressed conditions from nitrate
impairment. The benefits from nitrogen reduction practices will also protect and restore groundwater and public
drinking water supply management areas as nitrate leaching to groundwater is diminished. Findings from pilot project
will aid in developing enhanced planning resources for future nitrogen trading projects.



Activities and Milestones

Activity 1: Identify Eligible Landowners & Practices
Activity Budget: $13,000

Activity Description:

The objective of this Activity is to identify eligible landowners to implement nitrogen reduction practices for nitrate
credits. In addition, nitrogen reduction practices will be identified and the respective nitrate credits for each
participating wastewater permittee will be established. Tasks to include:

Task A. Determine geographic scope of eligible landowners based on the voluntary participation of wastewater facilities.
Water Quality Trade staff will lead this task alongside coordination with GIS staff. The output will be a map showing
geographic locations of eligible landowners for each participating wastewater permittee (trading watersheds).

Task B. Engage with local SWCD, Watershed District and other watershed partner staff to coordinate outreach with
landowners.

Trade staff will lead this task. Assessment of this task will be having at least one local government unit (LGU) partner per
wastewater permittee participant. Output will be a contact list.

Task C. Outreach and education to landowners about participation in Trading.

Trade staff alongside LGU partners will work on this task. Outputs of this task will be a list of participating landowners.
Task D. Determine nitrogen reduction practices for each landowner that will generate nitrate credits for respective
wastewater permittees.

Trade staff, Modeling staff, MDA & Wastewater staff to lead.

Activity Milestones:

Description Approximate
Completion Date
Eligible Landowner Maps January 31, 2027
LGU Partners January 31, 2027
Outreach & Education February 28, 2029
Nitrogen Reduction Credits for Proposed BMPs February 28, 2029

Activity 2: BMP Implementation and Credit Verification
Activity Budget: $564,000

Activity Description:

The objective of this activity is to implement nitrogen reduction best management practices (BMPs) and verify nitrogen
reduction credits at the completion of each BMP.

Task A: Establish steering team to provide feedback & report findings throughout pilot project. Steering team will be
made of MPCA Trade Staff, LGU partners, participating Wastewater permittees and participating Landowners.

Task B: Implement nitrogen reduction BMPs. Priority BMPs include cover crops after early harvest crop, prairie strips,
water and sediment control basins (WASCOBs), conservation crop rotation, feedlot manure storage, controlled tile
drainage and rotational grazing (convert from row crop land). This task will be a coordinated effort between Trade staff,
LGUs and other Agency partners. Number of BMPs per wastewater watershed will vary depending on the nitrogen
reduction credit demand for each participating wastewater permittee. Output will be a summary of each implemented
BMP with associated nitrogen reduction credits.

Task C: Verify nitrogen credits through project inspection and monitoring (where feasible & practical).

This task will be led by MPCA Trade staff. Output will be inspection reports for each BMP and related water quality
monitoring (if feasible and practical).

Activity Milestones:



Description Approximate
Completion Date

Establish Steering Team June 30, 2027
Implement Nitrogen BMPs November 30, 2029
Inspect & verify BMPs December 31, 2029

Activity 3: Project Evaluation
Activity Budget: $50,000

Activity Description:

This objective of Activity 3 will be to produce a report documenting the pilot project process and findings. It will include
the following tasks:

Task A: Summarize pilot project process and findings in written report. This task may be done by MPCA Trade staff or by
a consultant with coordination from the steering committee. Output of this task will be a finalized report. Project results
could be the basis for trade plan development and nitrogen reduction credits available to participating wastewater
treatment facilities.

Task B: Provide recommendations for adjustments in Water Quality Trading framework and nitrate policy to MPCA
Leadership. This task may be done by MPCA Trade staff or by a consultant with consultation of the steering committee.
Outputs will be recommendations to be presented by MPCA's Trade staff.

Activity Milestones:

Description Approximate
Completion Date

Develop a Pilot Project Summary Report May 31, 2030

Recommendations for MPCA Leadership May 31, 2030




Project Partners and Collaborators

Name Organization Role Receiving
Funds
TBD RESPEC, Tetra | Administrative support for summarizing project outcomes and future Yes
Contractor Tech or recommendations via Pilot Project Report.
Houston
Engineering
Inc.
SWCDs & SWCDs, Farmer/landowner coordinator Yes
Watershed Watershed
partners District,
Watershed
Management
Organizations
Area Farmers, Landowner - implementing nitrogen reduction practices Yes
Landowners Producers,
Landowners
SE MN NPDES Nitrogen trade credit recipient No
Permitted Permittee
Wastewater
Facility Staff
State Staff MDA, MPCA, Coordinating Tool planning & implementation of BMPs No
BWSR & MDH

Dissemination

Describe your plans for dissemination, presentation, documentation, or sharing of data, results, samples, physical
collections, and other products and how they will follow ENRTF Acknowledgement Requirements and Guidelines.
Sharing of results of pilot project will be shared with MPCA Leadership and other Water Quality Trade program partners.
Results will also be shared with wastewater permittees at annual conference events. The written report produced by
this project will be published and posted on the MPCA Water Quality Trading webpage for general public access and use.

Long-Term Implementation and Funding

Describe how the results will be implemented and how any ongoing effort will be funded. If not already addressed as
part of the project, how will findings, results, and products developed be implemented after project completion? If

additional work is needed, how will this work be funded?
Results of this pilot project will be summarized in a report that will evaluate the effectiveness of the pilot project,

replicability, suggested adjustments of the Water Quality Trading framework and nitrogen reduction policy

recommendations (related to wastewater permittees and nitrogen trading).Trading tools developed for this pilot project
will be available for internal and external partners though the MPCA’s water quality trading webpage. Future nitrogen
trading will be funded by individual wastewater facilities with support and technical assistance from MPCA's Water

Quiality Trading staff. BMPs implemented through this project will be funded externally by landowners and/or

wastewater facilities.

Project Manager and Organization Qualifications

Project Manager Name: Emily Zanon

Job Title: Water Quality Trading Program Coordinator




Provide description of the project manager’s qualifications to manage the proposed project.

Project manager has two years of experience coordinating MPCA's Water Quality Trading Program. In addition, Project
Manager has over eight years of experience in:

e Establishing close working relationships with watershed partners (local government units, non-profit organizations,
Tribes and state agencies) to effectively protect and restore surface waters.

¢ Administering MPCA programs including watershed management framework and water quality trading.

* Working closely with local watershed partners to scope and address watershed needs (technical assistance, data,
financial support).

* Project planning for various capacities (watershed technical reports, 319 non-point reduction and water quality
trading.

¢ Drafting technical reports (WRAPS and TMDLs) and resources (water quality trading factsheets).

¢ Coordinating with internal MPCA programs, sister agency programs and external parties.

* Managing various grants and contracts in coordination with consultants and/or local government units.

¢ Assisted in developing biennial project lists and associated budgets.

¢ Coordinating work group meetings of various scales.

Organization: Minnesota Pollution Control Agency

Organization Description:

Minnesota Pollution Control Agency (MPCA) focuses on preventing and reducing the pollution of air, land, and water,
and leads Minnesota’s efforts to protect against the effects of climate change. MPCA works with regulated parties,
businesses, governments, organizations, and 11 Tribal Nations in Minnesota to develop innovative, community-centered
approaches that protect our natural resources, improve human health, and foster strong economic growth.



Budget Summary

Category / Subcategory Description Purpose Gen. | % # Class | $ Amount
Name or Type Ineli | Bene | FTE | ified
gible | fits Staff?
Personnel
LGU Coordinate with interested landowners, collaborate in 0% | 0.75 -
Partners steering committee, assist in developing final project
report.
Sub -
Total
Contracts
and Services
Contractor Service Compile project outcomes and future program 0.25 $50,000
(TBD) Contract recommendations by drafting the Pilot Project Report.
Private Subaward Private landowners will be implementing nitrogen 7.5 $564,000
landowners reduction BMPs. Subaward payments will be BMP
specific.
Sub $614,000
Total
Equipment,
Tools, and
Supplies
Tools and Costs for postage and venue costs for outreach & These costs will pay for the mailing of $2,200
Supplies education. outreach materials to target
landowners and venue costs for
outreach and education events.
Sub $2,200
Total
Capital
Equipment
Sub -
Total
Acquisitions
and
Stewardship
Sub -
Total
Travel In
Minnesota
Miles/ Meals/ | Travel expenses to cover costs of travel for in person Providing funds for travel costs will aid $7,800
Lodging steering committee meetings, BMP inspections, and participants of the pilot project in




Outreach/Education events. Costs will be for a
maximum of 12 people for a maximum of 200 miles
per year for 3 years. Trips will be at least one trip per
year.

attending in person events throughout
the three years of this project.

Sub $7,800
Total
Travel
Outside
Minnesota
Sub -
Total
Printing and
Publication
Printing Education and outreach materials Education and outreach materials will $2,000
be used to invite target landowners to
participate in the pilot project.
Sub $2,000
Total
Other
Expenses
Meeting refreshments Refreshments at education and $1,000
outreach events.
Sub $1,000
Total
Grand $627,000

Total




Classified Staff or Generally Ineligible Expenses

Category/Name Subcategory or Description Justification Ineligible Expense or Classified Staff Request
Type




Non ENRTF Funds

Category | Specific Source

Use

Status

Amount

State

State Sub
Total

Non-State

Non State
Sub Total

Funds
Total

Total Project Cost: $627,000

This amount accurately reflects total project cost?
Yes

10




Attachments

Required Attachments

Visual Component
File: 8c4efc8f-221.pdf

Alternate Text for Visual Component
A map of active or planning water quality trades in the state of Minnesota...

Supplemental Attachments
Capital Project Questionnaire, Budget Supplements, Support Letter, Photos, Media, Other

Title File
BMP Scenario cost justification c5d69b9e-e7e.png
BMP scenario 15¢969b9-9ch.pdf

Administrative Use

Does your project include restoration or acquisition of land rights?
No

Do you understand that travel expenses are only approved if they follow the "Commissioner's Plan" promulgated by
the Commissioner of Management of Budget or, for University of Minnesota projects, the University of Minnesota
plan?

Yes, | understand the Commissioner's Plan applies.

Does your project have potential for royalties, copyrights, patents, sale of products and assets, or revenue
generation?
No

Do you understand and acknowledge IP and revenue-return and sharing requirements in 116P.10?
N/A

Do you wish to request reinvestment of any revenues into your project instead of returning revenue to the ENRTF?
N/A

Does your project include original, hypothesis-driven research?
No

Does the organization have a fiscal agent for this project?
No

Does your project include the pre-design, design, construction, or renovation of a building, trail, campground, or other
fixed capital asset costing $10,000 or more or large-scale stream or wetland restoration?
No

Do you propose using an appropriation from the Environment and Natural Resources Trust Fund to conduct a project
that provides children’s services (as defined in Minnesota Statutes section 299C.61 Subd.7 as "the provision of care,
treatment, education, training, instruction, or recreation to children")?

No

11


https://lccmrprojectmgmt.leg.mn/media/map/8c4efc8f-221.pdf
https://lccmrprojectmgmt.leg.mn/media/attachments/c5d69b9e-e7e.png
https://lccmrprojectmgmt.leg.mn/media/attachments/15c969b9-9cb.pdf

Provide the name(s) and organization(s) of additional individuals assisting in the completion of this proposal:
Marco Graziani (MPCA), Nicole Blasing (MPCA), Suzanne Bauman (MPCA)

Do you understand that a named service contract does not constitute a funder-designated subrecipient or approval of
a sole-source contract? In other words, a service contract entity is only approved if it has been selected according to
the contracting rules identified in state law and policy for organizations that receive ENRTF funds through direct
appropriations, or in the DNR’s reimbursement manual for non-state organizations. These rules may include
competitive bidding and prevailing wage requirements

Yes, | understand

12
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