FREQUENTLY ASKED QUESTIONS:
PHOSPHORUS REDUCTION AUCTION IN THE KALAMAZOO RIVER WATERSHED

Contact Info: Jenna Rasmusson, Allegan Conservation District | Email: jenna.rasmusson@macd.org | Phone:
(269) 941-6108 1668 Lincoln Rd. Allegan, Ml 49010

Q: Why are we doing an auction?

A: To test out a cost-effective approach to incentivize conservation practices to reduce the loss of phosphorus off farmland and their flow
into Lake Allegan and the Kalamazoo River.

Q: How will winning bids be determined? Will everyone get the same payment?

A: The auction will be uniform-priced and all winning sellers get paid the same price per pound of phosphorus at the rate of the top win-
ning bid (below a certain threshold which will be determined when all the bids are received and ranked). This means that your contract
payment may be higher than your bid price, but it will never be lower than your bid price.

Q: What practices are eligible for the auction?
A: Cover crops, strip till, no till, or a combination of cover crops with either tillage practice

Q: What kind of reductions in phosphorus can you achieve when implementing
eligible conservation practices?

A: Reductions will range from 2 to 2 Ibs per acre depending on the field characteristics and practice implemented. Soil type and slopes
will influence the potential reductions. Combining practices that reduce soil disturbance and keep it covered will have additional benefits
for soil health on the field.

Q: How will reverse auction payments compare to NRCS payments?

A: Payments through the Environmental Quality Incentive Program (EQIP) may change based on various factors. For more accurate
values, contact your local USDA-NRCS Service Center. The base payment rates are: Cover crops: $33.55/acre -- Reduced till: $14.59/
acre -- No till: $16.42/acre

Q: Do | have to implement the practice on the entire farm?
A: No, a single field can be enrolled - this is useful for when you want to try out a new practice on part of the land.



Q: Can | implement one practice on one field and another practice on another field?

A: Yes, this can be done by submitting multiple bids, one for each field. Participants can submit an unlimited number of bids, each
representing a single field. Keep in mind that not all bids might be funded. For example, the table below lists submitted bids from three
farmers. The highest winning bid would be set at $15 per pound. Farmer B and C would both receive a contract. Since Farmer B bid
below the winning bid, their payment is increased so that all winners are paid at the same rate for their phosphorus reductions. NOTE:
all numbers for illustrative purposes.

Phosphorus Reduction Cost Effectiveness Contract Payment
Farm A $2,000 40 lbs $50 per Ib No award
Farm B $5,000 500 lbs $10 perlb $7,500 ($15/Ib)
Farm C $9,000 600 Ibs $15 per Ib $9,000 ($15/1b)

Q: Is there a cap for bid prices? How is that determined?

A: There will be a cap for bid prices and all bids that fall below the cap will be awarded. All winning bids will get paid the same price (per
pound of phosphorus), at the rate of the highest bid below the cap. The cap price will be determined once all the bids have been submitted
and cost-effectiveness is evaluated.

Q: When will | get paid?
A: Payments will be made in installments, distributed equally upon contract signing and then annually following verification of practice
implementation.

Q: What do | need to do to participate in the auction?
A: Review the auction rules and make sure all the eligibility requirements are met. Then, complete the Bid Application Form and return

it to the Allegan Conservation District (ACD) at 1668 Lincoln Rd. Allegan, Ml 49010 or jenna.rasmusson@macd.org. If you would like to
see your estimated phosphorus reductions, or have any questions, reach out to the Allegan Conservation District. Bids must be
received by ACD by auction close date, February 28th, 2021.

Q: I’d like to submit a bid, what information do | need to get one together?

A: First, choose which eligible practices you are interested in adopting and on which field(s) they would be implemented. Provide a map
of the fields you want to submit, and give each field a unique number or label for reference. Finally, set a bid price for each field you are
submitting. Contact ACD for help with mapping fields.
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AUCTION GOOD TO BE SOLD

Reduction of phosphorus runoff measured in pounds of total phosphorus.

AUCTION OBJECTIVE

The auction will serve as a marketplace for phosphorus reductions. Phosphorus is a valuable
nutrient when it can be properly integrated into the soil. It is also pollutant if it flows into
waterways. Reducing phosphorus on the field from running off requires different practices than
conventional agriculture. By implementing new conservation practices such as cover crops or
conservation tillage, farmers that participate in the auction are able to sell their phosphorus
reductions. Participants will submit bids reflecting the cost of implementing the practices.

Delta Institute will buy phosphorus reductions by selecting bids based on cost effectiveness, at
the lowest price per pound of phosphorus reduced with a ceiling determined by the auction
rules. Winning bidders will be notified after the auction closes and receive payment for the
phosphorus kept on the fields. The goal of the auction is to maximize adoption and cost-
effectiveness of reducing phosphorus loss and improving water quality.

ELIGIBILITY

Participants

Eligible participants include
e Landowners or
e Operators with legal authority to make decisions about conservation practices.

Practices

Practices eligible for enrollment in the program are new applications of:
e Cover crops,

e Notill,
e Strip till, and
e Combinations of the above tillage and cover cropping practices if appropriate.

Practices shall be implemented according to the Natural Resources Conservation Service
(NRCS) standards as outlined in the Verification Section of the Rules.

Eligible practices already receiving cost-share from an Environmental Quality Incentive Program
(EQIP), Conservation Stewardship Program (CSP), Conservation Reserve Program (CRP), or
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other federal conservation program are ineligible for the auction. Cover crops may not
be harvested and sold, per NRCS standards.

Participants are not allowed to participate in other phosphorus-related ecosystem
market programs where incentive payments are based on performance. Eligibility
to participate in other environmental market programs (e.g. carbon) depends on
that program rules.

Land

Eligible fields are those which have not had the selected practice(s) implemented on them within
the past year. A field is eligible if any portion of the field is located within the project area. The
subwatersheds that make up the project area are:

e \Woodside Cemetery (HUC 040500030703),

e Trowbridge Dam (HUC 040500030905),

e Schnable Brook (HUC 040500030904), and

e Tannery Creek (HUC 040500030906).

A project area map can be found in the Appendix.

CONTRACT LENGTH

The program is expected to run from February 2021 to February 2023. Contract length will be
set to maximum allowed by remaining program duration. For example, if bids are awarded in the
2021 auction, the contract will be for two years and the participant will be required to implement
the practices for two years to receive payment.

BIDS

Submission

Sealed bids must be submitted to Allegan Conservation District using the Bid Application
Form (page 11-12, available here?, at the Allegan Conservation District office, or mailed
upon request).

Participants must submit separate bids for each field. Participants may submit multiple bids for
all the fields they would like to implement phosphorus reducing practices on. Multiple bids can
be submitted with one Bid Application Form. There is no limit on the maximum number of bids
each participant can submit.

1 https://delta-institute.org/wp-content/uploads/2021/06/Bid-Application-Form-Phosphorus-Reduction-Auction_v2.1_FINAL.pdf
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Bid price

The Great Lakes Watershed Management System2 modeling platform will be used to determine
phosphorus reductions and their associated cost-effectiveness. The model is free to use and
publicly available to sellers to simulate practice implementation and resulting reductions.
Participants are encouraged to work with Program staff to use the model and estimate
phosphorus reduction potential to inform bids. If a bid is submitted without modeling results,
Program staff will run the model and determine expected reductions and cost-effectiveness.

NOTE: Fields with steep slopes that are at higher risk for erosion are expected to result in
greater reductions.

Bid Selection

Bids will be ranked based on cost-effectiveness of the practice, i.e. the cost per pound of
phosphorus reduced by implementing the practice. A maximum price per pound of phosphorus
will be set once the bids are received and may change from auction to auction. Once the
maximum price is set, winning bids will be those that fall below maximum price.

The auction will be uniform-priced, and all winning sellers get paid the same price per pound of
phosphorus at the rate of the top winning bid. This means that your contract payment may be
higher than your bid price, but it will never be lower than your bid.

The Bid Application Form shall be submitted and filled out completely to enter the auction and
participate. The program administrator reserves the right to reject bids if the application is
incomplete. Expected total pounds of phosphorus reduced per year will be based on modeling
results, to estimate cost-effectiveness (price/lb P).
e Bidders will be notified when their bid application is received within 7 days of receipt.
e Bids will be ranked in order of cost-effectiveness
e Participants will be notified by phone 2 weeks following the auction close date, and
within 2 weeks after the auction close date by mail and email regarding the status of
their application.
e Notice of Award and Contract will be mailed and emailed to participants with winning
bids within 2 weeks after the auction close date.
e Participants will have 2 weeks to accept the award and execute the Contract following
notification of award.
e If participant submitted and awarded multiple bids, they will be included in one Contract

Program administrator reserves the right to accept bid modifications including but not limited to
field boundaries or conservation practices.

2 www.iwr.msu.edu/glwms/
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AUCTION DATES

Auctions will occur twice each year during the program period. The winter auction cycle will
open December 15t and close February 28", The summer auction cycle will open June 1st and
close August 31st. Participants may submit a sealed bid any time during the period when the
auction is open.

CONTRACTS

Contracts must be executed within two weeks of receiving a Notice of Award letter to accept the
award. The contract will be between the eligible participant and Delta Institute, the organization
administering the Program. Delta Institute is the fiscal agent of grant, provided by the United
States Environmental Protection Agency, that funds this program under assistance agreement
GLOOE02796. Winners must submit a completed W93 form and documentation of land
ownership/lease together with a contract to receive payment.

PAYMENTS

Phased payments will be made upon contract execution and verification of implementation,
based upon contract duration. For one-year contracts, payments will be split evenly into two
parts, with 50 percent payable upon contract execution and 50 percent payable upon
verification. For two-year contracts, payments will be split into three parts, with 35 percent upon
contract execution, 35 percent at the conclusion of year one verification, and 30 percent at the
conclusion of year two verification.

The initial payments will be processed within 30 days and mailed within 60 days of contract
execution. There will be two payment windows in addition to the contract execution payment:
o September 1-30, for tillage practices, verification documentation submitted by August 1st
e January 1-31 for cover crops, verification documentation submitted by December 1st

All verification documentation must be submitted to Delta Institute in order to receive payment
(outlined in the Verification section). If implementation and/or verification is delayed due to
adverse weather conditions or other extraneous circumstances, verification and payments will
be made during the following payment period.

3 https://lwww.irs.gov/publ/irs-pdf/fw9.pdf
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VERIFICATION

Program staff will arrange appointments in advance and conduct field visits to verify practice
implementation after planting for tillage practices, and after harvest for cover crops. Participants
consent to program staff site visits.

The following guidelines will be used to certify the contracted practice and explain what is
needed in order to successfully complete installing the chosen practices. USDA-NRCS practice
standards and job sheets will be provided for each practice the participant has chosen. For all
practices, the report from GLWMS outlining expected modeling reductions will be generated by
Program staff to supplement the Bid Application Form.
The following practices are all eligible to be installed under the guidelines of this project:

e No Till (329) — 1-year practice lifespan

e Strip Till (329) — 1-year practice lifespan

o Cover Crops (340) — 1-year practice lifespan

Each practice will have specific requirements that need to be met in order to be certified:

No Till/Stip Till - Fields will be inspected for residue cover after planting with a goal of 80
percent soil coverage (may differ based on cropping history). This practice will be clearly
defined in the practice standard and the job sheet (to be attached to the contract). To meet the
no till or strip till practice requirements, photo documentation will be obtained by Program staff.

Cover Crops - Job sheet should be thoroughly discussed with Program staff to help determine
appropriate cover crop species, variety, and planting dates (utilizing resources such as: Midwest
Cover Crop Council and the NRCS seeding calculator). Planting dates may need to be adjusted
according to weather conditions. MSU Enviro Weather can be used to determine if a larger
planting window will be feasible. Details will be spelled out in job sheets attached to the
contract. Photo documentation will be obtained by Program staff. If Program staff are not able to
get pictures, a date stamped picture from the producer will be accepted. Participants must
provide Program staff with seeding rate and cover crop species information.
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CONTRACT IMPLEMENTATION AND
MODIFICATION

Practices are to remain as planned, designed, and implemented as indicated in the contract
between the participant and Delta. If a multi-year agreement is signed, it is understood that the
participant may terminate the cover crop to plant a commodity crop for that growing year. The
cover crop may not be the participant’s commodity crop (e.g. winter wheat that will be harvested
for commodity purposes the following spring/summer). Once the commodity crop is harvested, it
is understood that the participant will follow with a cover crop, meeting USDA-NRCS standards
and specifications.

If a multi-year agreement is signed, it is understood that practices will be implemented as
indicated in the job sheet. Agreement modifications will be addressed according to the following
steps:

e If the area where a planned practice has less than a 25 percent change in implementation,
the participant must provide a verbal notification to Program staff stating why there was a
change in implementation.

¢ If the area where a planned practice has greater than a 25 percent change in
implementation, the participant must provide written documentation to Program staff to
request contract modification and appropriate rationale for the change in implementation.
The payment will be adjusted accordingly to reflect expected phosphorus reduction. The
price per pound of phosphorus will remain unchanged. Program administrator reserves the
right to accept or deny the change requested.

¢ If any change in implementation is requested and accepted by the Program administrator,
Program staff will work with the participant to see if implementation can be applied on any
other eligible land that the participant owns, leases or otherwise has the right to farm in
order to maintain the contracted phosphorus reductions.

e |If for any reason written documentation was not provided, and implementation did not meet
the signed contract, the Program administrator reserves the right to require the participant to
return all funds paid to the participant through this agreement.
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PROJECT AREA MAP
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BID APPLICATION FORM:

Version 2.1

Contact Information

Name: Date:

Phone: Email:

Mailing Address:

City/Town: Zip:

Preferred method of communication: Email Mail

Is the applicant a Certified Disadvantaged Business Enterprise:  Yes No |:| |:|

| hereby certify that the above information is true and correct to the best of my knowledge. |
understand that false information may disqualify me from the program.

Signature Date:

Submit the completed Bid Application Form to the Allegan Conservation District at 1668
Lincoln Rd. Allegan, MI 49010 or jenna.rasmusson@macd.org. Bids must be received by
the Allegan Conservation District by auction close date (February 28th for winter
auctions, August 31st for summer auctions).

Program participants are required to submit a completed W9 form and documentation of
land ownership/lease and contract to receive payment.

Phosphorus Reduction Auction in the Kalamazoo River Watershed
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BID APPLICATION FORM:

Version 1.1

Field Information

Please attach maps of field(s) and GLWMS model output (provided by Program staff) to this
form. Form can be duplicated and reused to accommodate additional fields. Clearly label all
fields. Program staff can produce a map if none are available. Applicants can bid the same price
for all fields to simplify the application process.

To be completed by Program staff

Field
label

Practices

Bid Price
($/acre)

Acres

Estimated
Reduction

Price per
Pound

Bid ID

ONo till
OStrip till
OCover crops

ONo till
OStrip till
OCover crops

ONo till
OStrip till
OCover crops

ONo till
OStrip till
OCover crops

ONo till
OStrip till
OCover crops

ONo till
OStrip till
OCover crops

ONo till
OStrip till
OCover crops
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