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STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION--DIVISION OF WATER QUALITY

AUGUST 2 and 3, 2000
ITEM: 8
SUBJECT:
CONSIDERATION OF ADOPTION OF A RESOLUTION APPROVING A STATE REVOLVING FUND LOAN OF $2 MILLION TO THE SIERRA FOOTHILLS CONSERVANCY FOR THE SONNY MEADOWS MITIGATION BANK PROJECT AND TO UPDATE THE CURRENT STATEWIDE PROJECT PRIORITY LIST TO INCLUDE THE PROJECT  (LOAN NO. C-06-6076-110)

DISCUSSION:

The Sierra Foothills Conservancy (Conservancy) submitted a request for a State Revolving Fund (SRF) loan for the Sonny Meadows Mitigation Bank Project (Project).  The amount of the loan request is $2 million.  The purpose of the loan is to purchase a perpetual conservation easement from the current owners of the Sonny Meadows property.  The property will then be managed for conservation and educational purposes.  

The Sonny Meadows property is located in the Sierra foothills approximately 12 miles south of Yosemite National Park and nine miles northwest of Oakhurst (see attached maps).  The property is 444 acres with a pristine mountain meadow approximately 130 acres in size and six natural mountain springs.  The mountain meadow drains into a creek that is tributary to the Chowchilla River.  Placement of a perpetual conservation easement on the property will protect the upper Chowchilla Watershed.

A wetland mitigation banking program developed under guidance from the U.S. Army Corps of Engineers (Corps) will be established for the Sonny Meadows property.  Mitigation banking is a program that enables private and public landowners to develop projects that affect jurisdictional wetlands in return for purchasing mitigation credits used to protect similar wetlands elsewhere.  As the population in the State of California grows, mitigation banking is an important tool to protect, restore, and create sensitive wetlands and habitat while allowing development to occur elsewhere.

Prior to formal adoption of the mitigation bank, a management plan will be prepared to ensure the protection of the mountain meadow.  The plan will address water quality protection, timber management, fire, weed control, human access, and other elements necessary to meet the goals and objectives of the mitigation bank.  In addition to preserving the existing meadow, the plan will include measures to fill in and revegetate old roads through the property.  Restoration of old roads will allow the meadow to expand, thereby creating new wetlands and will allow the mitigation bank to sell restoration and creation credits.  

The management plan will require approval from the Corps, the U.S. Environmental Protection Agency, the U.S. Fish and Wildlife Service, and the State Department of Fish and Game.  The timber management portion of the plan will meet the requirements of the California Department of Forestry.  The SRF loan repayment and costs of implementation of the management plan will be paid through funds generated from sale of mitigation credits associated with the mitigation bank.

The Project is consistent with the management measures for wetlands and riparian area identified in the Five-Year Implementation Plan of the “Plan for California’s Nonpoint Source Pollution Control Program.”  Five distinct biotic habitats have been identified on the property and are beneficial uses that would be protected by the Project.  These habitats and their approximate sizes are as follows:

Habitat
Size (acres)
Sierran mixed conifer
290

Wet and dry montane meadow
190

Aquatic
10

Mixed riparian forest
5

Residential or disturbed
5

The residential or disturbed habitat consists of a small lodge, several barns, sheds, and other associated buildings on the outskirts of the meadow.  These habitats contain plant and animal species that are considered special status species, which means they have low populations, limited distribution, or both, and they are vulnerable to extinction as the State’s human population grows.  Presently, no endangered species have been discovered on the property.  A perpetual conservation easement on the property will protect the upper Chowchilla River from septic seepage, fertilizers, herbicides and other nonpoint source pollution associated with development.  Protection of the land around the meadow will protect the watershed from sedimentation from logging on surrounding U.S. Forest Service lands.

A market study performed for the Conservancy by Hartesveldt Ecological Consulting Services estimates the Sonny Meadows Mitigation Bank will have approximately 400 total credits for wetlands conservation or preservation, restoration, and creation.  The geographic service area of the bank would be an area from Tulare to Amador Counties above 2,000 feet elevation.  The study estimates the bank could sell 60 credits per year at a price of $20,000 to $25,000 per credit, generating an annual income of approximately $1,200,000 per year for over six years.  The mitigation bank is expected to receive final approval from the Corps in Fall 2000.

The current owners wish to preserve the property for its ecological value.  However, the property is heavily encumbered by current lien holders, and foreclosure is imminent.  The SRF loan will prevent foreclosure before the mitigation bank can be established.  The current lien holders do not intend to protect the property from development, and foreclosure would result in destruction of the wetlands.

As a condition of the SRF loan, the State Water Resources Control Board (SWRCB) would obtain a first deed of trust on the property until sale of mitigation credits paid off the loan.  The current owners would retain the property with a perpetual conservation easement held by the Conservancy.  In addition, no disbursements from the SRF loan contract shall be made until the mitigation bank receives final approval from the Corps.  If the mitigation bank fails to generate sufficient revenue, the property has other means of generating revenue to repay the SRF loan.  Examples are timber sales, bottled spring water sales, grazing, and overflow camping from Yosemite National Park.

Because the Project requires immediate action, it is necessary to update the current Statewide Project Priority List to include the Project.  The Project is exempt from the California Environmental Quality Act, (Public Resources Code section 21000 et seq.), as a project to protect natural resources and the environment (California Code of Regulations, Title 14, sections 15307 and 15308).

POLICY ISSUE:

Should the SWRCB approve an SRF loan to the Conservancy for $2 million for the Project and update the current Statewide Project Priority List to include the Project?

FISCAL IMPACT:
The SWRCB adopted Resolution No. 99-40 on May 20, 1999, which changed the method for determining the amount of funding available for new loans to a system based on the availability of cash to make disbursements to the project under consideration by the SWRCB.  A minimum cash balance of $25,000,000 will be maintained.  The SRF account balances, anticipated repayment amounts, and project approvals under consideration by the SWRCB in August 2000 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

	
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:

	$480,127,487
	$107,102,526
	$39,817,037
	$127,656,958
	$250,724,774

	Est. Repayments:

	90,947,703
	104,736,122
	126,524,923
	152,669,324
	154,675,612

	Cap Grants:

	99,310,876
	63,800,000
	63,800,000
	0
	0

	Est. SMIF Interest:
	6,000,000
	1,000,000
	1,000,000
	1,000,000
	1,000,000

	Est. Disbursements:

	-589,283,540
	-261,821,611
	-81,485,002
	-5,601,507
	0

	     Subtotal:
	$87,102,526


	$14,817,037
	$149,656,958
	$275,724,774
	$406,400,386

	
	
	
	
	
	

	Los Osos Comm Services Dist      4014-110
	+22,000,000
	+25,000,000
	-22,000,000
	-25,000,000
	

	Sierra Foothills Conservancy        6076-110
	-2,000,000
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Balance:
	$107,102,526
	$39,817,037

	$127,656,958
	$250,724,774
	$406,400,386


RWQCB IMPACT:
Yes, Central Valley Regional Water Quality Control Board.
STAFF RECOMMENDATION:
That the SWRCB approves an SRF loan to the Conservancy for $2 million for the Project and updates the current Statewide Project Priority List to include the Project.

Note:  The maps are not electronically available.  For copies, contact:



Paul Roggensack



Division of Water Quality



SWRCB



P.O. Box 944213



Sacramento, CA  94244-2130



(916) 657-0673 or FAX (916) 657-2127

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2000-

APPROVAL OF A STATE REVOLVING FUND LOAN OF 

$2 MILLION TO THE SIERRA FOOTHILLS CONSERVANCY FOR

THE SONNY MEADOWS MITIGATION BANK PROJECT AND 

UPDATE THE CURRENT STATEWIDE PROJECT PRIORITY LIST 

TO INCLUDE THE PROJECT (LOAN NO.  C-06-6076-110)

WHEREAS:

1. The Sierra Foothills Conservancy (Conservancy) requested a State Revolving Fund (SRF) loan of $2 million for the Sonny Meadows Mitigation Bank Project (Project).

2. The Project will protect the upper Chowchilla River watershed by preserving a pristine meadow that drains into a creek that is tributary to the Chowchilla River.

3. The Project will protect beneficial uses of Sierra foothills wetlands.

4. The Project is consistent with the management measures for wetlands and riparian areas identified in the Five-Year Implementation Plan of the “Plan for California’s Nonpoint Source Pollution Control Program.”

5. A perpetual conservation easement held by the Conservancy shall be placed on the property.

6. No disbursement from the SRF loan will be made until final approval of the mitigation bank is received from the U.S. Army Corps of Engineers.

7. The Project is exempt from the California Environmental Quality Act, (Public Resources Code section 21000 et seq.), as a project to protect natural resources and the environment (California Code of Regulations, Title 14, sections 15307 and 15308).

THEREFORE BE IT RESOLVED THAT:

The SWRCB approves an SRF loan to the Conservancy for $2 million for the Project and updates the current Statewide Project Priority List to include the Project.

CERTIFICATION

The undersigned, Administrative Assistant to the Board, does hereby certify that the foregoing is a full, true, and correct copy of a resolution duly and regularly adopted at a meeting of the State Water Resources Control Board held on August 17, 2000.





_____________________________________





Maureen Marché





Administrative Assistant to the Board

� SFY 2000-01 Beginning balance is estimated at this time.


� Est. repayments include repayments from existing loans and from loans forecast to be executed in the next few years for projects with existing commitments.


� A U.S. EPA Capitalization (Cap) Grant for SFY 2000-01 is estimated to be $85,612,824 based on the version of the federal budget in the House Subcommittee bill.  Additional U.S. EPA Cap Grants of $55,000,000 each for SFY’s 2001-02 and 2002-03 are also forecast.  A 20% state match has been added and the 4% administrative allowance is deducted from each of the forecast Cap grants.


� Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including FY 1999-00 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.


� The cash balance on June 30, 2002 is estimated to be $14,817,037 above the level needed to maintain a $25,000,000 reserve.
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