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STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION--DIVISION OF WATER QUALITY

JANUARY 7, 2003

ITEM 11

SUBJECT
CONSIDERATION OF A RESOLUTION AUTHORIZING ISSUANCE OF A STATE REVOLVING FUND (SRF) LOAN CONTRACT AND AMENDMENTS FOR UP TO $4,592,610 TO THE MARIN AUDUBON SOCIETY (MAS) FOR THE BAHIA ACQUISITION PROJECT (PROJECT)

DISCUSSION

MAS, in partnership with the California State Coastal Conservancy (Conservancy), California Department of Fish and Game, and others, is proposing to acquire the approximately 650-acre Bahia property (Property) located in the City of Novato, Marin County.  This site is near the mouth of the Petaluma River, a tributary to San Pablo Bay at the northern end of San Francisco Bay.  The Property is just south of the Petaluma Marsh.  The Petaluma Marsh is the largest un-diked tidal marsh in San Pablo Bay.  The area is a stronghold for a number of special status species.  

In addition, due to the unique nature of the Property, it meets the Comprehensive Conservation and Management Plan (CCMP) of the San Francisco Estuary Project, Project which is required for SRF funding under section 320 of the Federal Clean Water Act.  The CCMP specifies the following actions:

· Protect and maintain marshes, wetlands, shallow water areas, and tidal sloughs to protect fisheries values.

· Preserve, create, restore, and manage large, contiguous expanses of tidal salt marsh and necessary adjacent uplands for the California Clapper Rail and the Salt Marsh Harvest Mouse.

· Restore tidal marshes in San Francisco Bay.

· Identify and convert or restore non-wetland areas to wetland or riparian-oriented wildlife habitat.

· Encourage geographically focused cooperative efforts to protect wetlands.

· Expand wetlands acquisition programs, or establish a new Estuary-specific wetlands acquisition program.

The proposed acquisition is also consistent with the following regional plans:

· The San Francisco Baylands Ecosystem Habitat Goals.  The San Francisco Bay Area Wetlands Ecosystem Goals Project in 1999 identifies Bahia’s unique ecosystem and recommends protection of “existing oak woodlands … along the entire ridge and hill slopes from Black Point to Rush Creek and the ecotone at the base of the slopes.”

· The San Francisco Habitat Joint Venture Implementation Strategy calls for acquisition and restoration of thousands of acres of tidal marsh in the North Bay sub‑region.

· CalFed Ecosystem Restoration Plan Action 3 for the North Bay:  “Acquire and restore … tidal marsh along the Petaluma Marsh.”

The City of Novato recently approved a 424-unit residential development project for the Property.  This development would destroy the integrity of oak woodland, wetland, and other habitats by allowing extensive grading and the removal of 4,000 to 6,000 trees.  As such, the Property is the most immediately threatened site in the lower reaches of the Petaluma River and consists of an unusually diverse mix of habitats, including:

1. Approximately 328 acres of diked wetland, containing a man-made lagoon, three man-made peninsulas, and seasonal wetlands that were created on the historic tidal marsh. 

2. The approximately 322-acre oak woodland, predominantly Blue Oaks, Coast Live Oak and Black Oak, is immediately adjacent to salt marsh, forming a unique ecotone.  Although once common in the North Bay, the wetlands-oak wooded hillside interface has been lost in all but a few locations in Marin County.  The Property is the only known location in the State where a predominantly Blue Oak Forest interfaces with salt marsh.  Blue Oaks are not generally found along coastal areas.  According to the California Native Plant Society, the Bahia Blue Oak population is genetically unique and may be resistant to Phytophera, or “sudden oak death syndrome,” that is ravaging Live Oaks and Black Oaks in coastal counties.


Purchase of this site is essential to prevent degradation of water quality and habitat and to protect existing beneficial uses.  Beneficial uses for San Pablo Bay listed in the San Francisco Bay Regional Water Quality Control Board’s Basin Plan include cold water fisheries, estuarine, migration, rare and endangered species, contact and 
non-contact recreation, spawning, and wildlife.  The Property currently provides all of these uses.  Permanent protection and restoration of the site will remove levees and restore historic slough systems in the 328 acres of currently diked wetlands to tidal marsh.  It will also expand spawning, rearing, and feeding habitat for anadromous fishes, over-wintering and migratory feeding and resting habitat for migratory waterfowl and shorebirds, allow for the support and enhancement of the estuarine ecosystem, and provide increased endangered species habitat.  The restored wetlands will provide an expanded and more efficient system of nutrient removal.  Additionally, storm water runoff from upstream in the watershed will be filtered through the wetlands, thus decreasing pollutant loading to San Pablo Bay.

The Property’s diverse habitats host four federally and State-listed endangered species:  California Clapper Rail, Salt Marsh Harvest Mouse, winter and spring-run Chinook Salmon, and Steelhead.  Ten other special status bird species (Black Rail, Salt Marsh Yellowthroat, Coopers Hawk, Golden Eagle, White-tailed Kite, Northern Harrier, Short-eared Owl, Loggerhead Shrike, San Pablo Song Sparrow, and Long-billed Curlew) forage and rest on the wetlands and intertidal mudflats.  The site’s tidal marshes and sloughs provide habitat for winter and spring-run Chinook Salmon and Steelhead.  All salmon runs use the marshes along the lower Petaluma River to feed, rest, and hide from predators during their migration to the ocean.  The area also provides nursery habitat for out-migrating Steelhead that rest and forage on their way to the ocean, allowing them to gain weight and strength enabling them to survive.  The site also provides habitat for Sacramento Splittail, a fish species of concern, that spawn upstream on the Petaluma River.


Many species of migratory waterfowl, shorebirds, diving birds, and migratory songbirds of the Pacific Flyway, also depend on the Property’s seasonal and tidal wetlands and uplands for foraging, cover, and breeding habitat.  The existing man-made pond receives muted tidal action through a culvert and provides habitat for rafts of diving ducks.

Water quality would be significantly threatened by sediment runoff during residential construction in both the oak woodland and the tidal marsh, which would be prolonged because of the plan to sell lots to individual buyers.  Increased urban runoff from streets (e.g., oil and grease) and landscaping (pesticides and fertilizers) would be an ongoing source of pollutants to adjoining water bodies and wetlands.  While the City of Novato has approved residential development on the Property, the Environmental Impact Reports did not address the potential water quality impacts of proposed new boat docks and increased boating activity.  New boat docks for residents, if approved, will threaten water quality in the lagoons and adjacent wetlands.  

After acquisition, MAS, in partnership with the “Conservancy”, will implement a restoration program for the wetland habitat.  After purchase and restoration, MAS will convey the Property to the U.S. Fish and Wildlife Service or the California Department of Fish and Game to assure that it is maintained in a natural condition as San Pablo Bay habitat in perpetuity.  The Marin County Open Space District has also expressed interest in long-term ownership and management of the woodland slopes and ridges.

An appraisal review of the property by the California Department of General Services was performed for the Wildlife Conservation Board and in a letter dated July 2, 2002, supported a purchase price of $15.8 million.  Of the total requested loan amount of $4,592,610, $3,500,000 would be used as a bridge loan allowing time for disbursement of awarded grant funds from the California Transportation Commission, CALFED, and the North American Wetlands Conservation Act.  Due to the current condition of the State general fund budget, staff verified funding availability from these agencies on 

December 5, 2002.  The remaining $1,092,610 would be used to reach the total purchase price in the event that matching funds required to maximize a grant from the “Conservancy” are not obtained.  In addition to the above mentioned agencies, the Project is a consortium of numerous other funding entities, as follows:

	Funding Entity
	Date of Commitment
	 Amount  
	Comments

	Non-state Funds
	
	
	

	Marin County Open Space District
	11/20/01
	$     850,000.00 
	verified 12/05/02

	Marin Community Foundation (MCF)
	10/2/02
	$     500,000.00 
	Will also provide a gap loan in the amount of $750,000 if additional funds are required.  This is a non-collateralized loan and MCF understands they would subordinate to SWRCB in the event of SWRCB funding. 

	Additional donations already received per MCF
	12/05/02
	$     100,000.00 
	

	North American Wetlands Conservation Act
	10/24/02
	$  1,000,000.00 
	Grant is obligated by the US Fish and Wildlife Service and signed 10/24/02

	Marin Baylands Fund
	11/23/02
	$     503,695.00 
	Donations account managed by and for MAS for this acquisition.

	
	
	
	

	Subtotal
	
	$  2,953,695.00 
	 $                                  5,707,390.00 

	
	
	
	

	State funds
	
	
	

	California Coastal Conservancy
	11/21/02
	$4,853,695.00 
	Grant with 1:1 match requirement.  Staff verified budget availability 12/04/02.  In addition, CCC may add 15% of the total grant amount of $5.75M in order to insure project success.

	CALFED
	8/12/02
	$2,000,000.00 
	Proposition 204 funds verified available by staff on 12/04/02

	Wildlife Conservation Board
	7/17/02
	$4,500,000.00 
	Grant agreement is in place.

	
	
	
	

	Subtotal
	
	 $11,353,695.00 
	

	
	
	
	

	Total secured Funding
	
	 $14,307,390.00 
	

	Additional funding required
	
	$1,492,610.00 
	

	
	
	
	

	Potential additional funding
	
	
	

	MCF non-collateralized loan
	
	$     750,000.00 
	

	CCC match
	
	$     750,000.00 
	

	
	
	
	

	California Transportation Commission
	7/18/02
	$     500,000.00 
	Resolution G-02-17 verifies Project approval for the Environmental Enhancement & Mitigation Program.  However, funding has not yet been allocated and may not be available due to general fund budget issues.  

	Total Potential Additional Funding Available
	$  2,100,000.00 
	


The acquisition of the property is categorically exempt from the California Environmental Quality Act (CEQA).  Once a restoration plan has been developed subsequent CEQA review may be warranted.

POLICY ISSUE

Should the State Water Resources Control Board (SWRCB) authorize issuance of an SRF loan contract and amendments for up to $4,592,610 to the MAS for the Project?

FISCAL IMPACT

The SWRCB Resolution No. 99-40 adopted on May 20, 1999, which changed the method for determining the amount of funding available for new SRF loans.  The adopted system is based on the availability of federal capitalization grants, cash from SRF loan repayments and miscellaneous SRF investment earnings and takes into consideration actual and forecast cash disbursements for approved SRF loans.  The SWRCB completed the sale of the 2002 series revenue Bonds.  Revenue bond proceeds of $295,033,224 are included in the available cash totals.  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 December 2002 are as follows:
	
	SFY
	SFY
	SFY
	SFY
	SFY

	
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:
	$369,858,513
	$202,134,792
	$174,312,867
	$197,677,357
	$275,804,105

	Est. Repayments:

	125,057,533
	143,175,903
	169,766,311
	175,627,936
	191,177,936

	2002 Series Revenue Bonds2
	295,033,224
	
	
	
	

	2002 Series Revenue Bonds Debt Service
	-11,144,613
	-28,451,654
	-33,807,716
	-33,807,241
	-33,806,729

	Cap Grants:

	65,000,000
	65,000,000
	0
	0
	0

	Est. SMIF Interest:
	3,000,000
	2,500,000
	2,500,000
	2,000,000
	2,500,000

	Est. Disbursements:

	-628,077,255
	-181,746,174
	-95,694,105
	-55,693,946
	-47,566,330

	     Subtotal:
	$218,727,402
	$202,612,867
	$217,077,357
	$285,804,105
	$388,108,983

	Alameda, City of                     C-06-4007-6105
	-2,000,000
	
	
	
	

	Victor Valley WWRA             C-06-4658-1105 
	-2,000,000
	-5,300,000
	
	
	

	South San Francisco, City of   C-06-4728-1105
	-5,000,000
	-15,000,000
	-15,000,000
	-10,000,000
	

	Burlingame, City of                 C-06-4772-1105
	
	-6,000,000
	-4,400,000
	
	

	North San Mateo Co. San. D.  C-06-4801-1105
	-3,000,000
	-2,000,000
	
	
	

	Marin Audubon Society           C-06-6071-110
	-4,592,610
	
	
	
	

	Balance:
	$202,134,792
	$174,312,867
	$197,677,357
	$275,804,105
	$388,108,983


RWQCB IMPACT
Yes, San Francisco Bay Regional Water Quality Control Board.

STAFF RECOMMENDATION
That SWRCB authorizes issuance of an SRF loan contract and amendments for up to $4,592,610 to the MAS for the Project.

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003-____

AUTHORIZING ISSUANCE OF A STATE REVOLVING FUND (SRF) 

LOAN CONTRACT AND AMENDMENTS FOR UP TO $4,592,610 

TO THE MARIN AUDUBON SOCIETY (MAS) FOR THE 

BAHIA ACQUISITION PROJECT (PROJECT)

WHEREAS:

1. The MAS has requested an SRF loan for $4,592,610 over 20 years for the Project.

2. The Project qualifies for an SRF loan under both sections 319 and 320 of the Federal Clean Water Act.

3. The Project is consistent with the San Francisco Bay Regional Water Quality Control Board Basin Plan and will enhance water quality by reducing nutrient loading in the Petaluma River system and protecting beneficial uses, such as providing wild life habitat.

4. The Project will help reduce nonpoint source pollution during storm events and will address dry weather runoff and first flush flows from storm events.

5. The Project will preserve and enhance approximately 650 acres of habitat for a variety of aquatic plants, animals, and waterfowl.

6. The Project will provide data that will be used to assess the performance of the project in meeting the water quality goals identified in a Project Monitoring and Assessment plan.

7. The acquisition of the property is categorically exempt from the California Environmental Quality Act (CEQA).  Subsequent CEQA review may be warranted once a restoration plan has been developed.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board authorizes issuance of an SRF loan contract and amendments for up to $4,592,610 to the MAS for the Project.

CERTIFICATION

The undersigned, Clerk 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 January 22, 2003.





_____________________________________





Maureen Marché





Clerk to the Board







� 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 very conservative estimate of the EPA Capitalization Grant and the corresponding State match of $65,000,000 are forecast for SFY 2002-03 and SFY 2003-04.


� Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including SFY 2002-03 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.


5 These projects will be approved by the Division Chief of Clean Water Programs as provided for in SWRCB Resolution No. 2002-0105 adopted on May 16, 2002.
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