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What is Water Quality Trading?

• Many different sources of pollutants affect water quality in a watershed

• Pollutant load reductions beyond legally required levels can generate water quality trading 
credits

• A portion of a wastewater or stormwater permit’s pollutant load reduction responsibilities 
can be offset by pollutant load reductions achieved elsewhere in the watershed

• Pollutant load reductions must exceed the credits made available to the buyer – addressed 
through trade ratios

• Credits are calculated to benefit the buyer’s immediate receiving water or specific 
downstream waterbodies

• Trading can be a cost-effective pollutant load reduction alternative for permitted 
wastewater and stormwater sources

• Nonpoint source credits can result in ancillary benefits beyond the pollutant offset

• Trading can help accelerate the implementation of voluntary nonpoint source BMPs by 
providing additional funding sources for practices designed to improve water quality

• Trading can also result in “demand” for BMPs to be established in specific locations that will 
result in a greater volume of water quality credits

• Water quality trading is a tool, not a goal

Image source: Willamette Partnership: 
https://willamettepartnership.org/water-quality-trading-101/

https://willamettepartnership.org/water-quality-trading-101/


Summary of important trading concepts



Water Quality Trading Guidance

• Water Quality Trading Guidance

• Published March 1, 2021

• Available on the MPCA’s water quality 
trading webpage:

https://www.pca.state.mn.us/water/water-quality-trading

https://www.pca.state.mn.us/water/water-quality-trading


Challenges with chloride trades



Yikes!



How would chloride trading work?



Redwood River – Marshall, MN



Redwood River Chloride TMDL 



It’s complicated!
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Brownie Lake – Minneapolis, MN
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Thank you

Marco Graziani
651-757-2398

marco.graziani@state.mn.us





Source: https://www.epa.gov/sites/production/files/2016-04/documents/wqtradingtoolkit.pdf

Water quality trading models

https://www.epa.gov/sites/production/files/2016-04/documents/wqtradingtoolkit.pdf


Baselines



Credit quantification

• Credit value is based on the 
expected pollutant load reduction at 
the waterbody of concern 

• Credit quantification – allows for 
sampling and modeling 

• Considerations include edge of field 
delivery, pollutant fate and 
transport, temporal variability and 
any conditions specific to the water 
quality standard and/or watershed 
modeling assumptions



Trade ratios

• Trade ratios are used to account for 
uncertainty and ensure water quality 
benefit

• Default trade ratios are low for wastewater 
generated credits because effluents are 
monitored and uncertainty is low

• Stormwater generated credits have 
moderate uncertainty because BMPs are 
not monitored (effluent quality) but they 
are subject to permit requirements 
(inspection, maintenance)

• Nonpoint source generated credits have 
high uncertainty because BMPs are not 
subject to permit requirements



How does it work in practice?

Wastewater

Stormwater
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