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City Council Agenda Report Meeting Date:  8/2/11

TO: City Council

FROM: Daniel Efseaff, Park and Natural Resource Manager, (896-7801)

RE: Bidwell Ranch Update

REPORT IN BRIEF:  

This is an informational update on the development of a conservation and mitigation bank on the City-owned
Bidwell Ranch property.  Staff and River Partners, the City’s consultant for this project, have completed major
portions of a project to develop a conservation and mitigation bank, and continue to work with state and
federal agencies to bring forward options for the property for Council’s consideration.  In the next several
months, staff will be developing additional information and a detailed proposal for the management of the
property for Council’s consideration. 

Recommendation:

The Parks and Natural Resources Manager and the General Services Director recommend that the
City Council provide feedback on the overall approach to the effort.  

FISCAL IMPACT:    

In 2006, funds were budgeted to explore the feasibility of developing Bidwell Ranch as a mitigation bank.  No
additional funds are needed to complete this effort at this time.  Long-term management of the property will
require funding to implement. An analysis of fiscal impacts of the different management options for Bidwell
Ranch will be developed for future Council consideration. 

BACKGROUND:    

Project Genesis

In May 2005, the City Council amended the General Plan and re-zoned the 759-acre City-owned Bidwell
Ranch property to a permanent open space designation.  At that time staff was directed to investigate
establishing a wetland and listed species mitigation bank on the site.  Following a Request for Proposal in Fall
2006, the City contracted with River Partners, a local conservation group, to complete tasks necessary to
create the bank. The major project tasks were to:

1. Review and summarize existing documents and information;

2. Establish a Citizen Work Group to provide input on the project and review key documents (an open,
non-appointed, ad hoc committee to encourage public participation and input);

3. Complete and submit a site inventory of biological resources and preliminary mitigation bank proposal to
state and federal agencies;

4. Develop a Management Plan and Mitigation Bank Enabling Instrument (MBEI), a legal document that
governs the bank's establishment and operation;

5. Prepare and record a conservation easement; and

6. Establish an endowment account mechanism and funding with an appropriate entity.
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The project requires submittal of documents and consultation with the authorizing agencies, the Interagency
Review Team (IRT), which consists of US Environmental Protection Agency, US Army Corps of Engineers, US
Fish and Wildlife Service, and California State Department of Fish and Game.

Tasks 1 - 4 have been completed; while the remainder 5-6, would be completed as part of the final steps to
enable the bank.  

Purpose of Mitigation and Conservation Banks
 

Public infrastructure and development related projects and activities that impact legally protected natural
resources (such as wetlands, protected plant and animal species, and habitat supporting protected species),
require mitigation under one or more local, state or federal laws, including the California Environmental Quality
Act (CEQA), Clean Water Act, and Federal Endangered Species Act. Acceptable mitigation almost always
requires the permanent preservation of land supporting resources similar to those impacted, and/or habitat
creation/restoration on lands that are also permanently protected.  A conservation and mitigation bank
provides an opportunity for the City or a developer to mitigate impacts by purchasing “credits” from the bank
equivalent to the mitigation requirements.

Conservation banks are natural open space areas that contain protected resources, habitats and endangered
species, and are preserved and managed in their natural state to protect specific at-risk habitat and species. 
Mitigation banks are properties where environmental resources are restored and/or created, and then
permanently preserved, to provide mitigation for impacts to these types of resources from construction and
development projects.  Both conservation and mitigation credits may be sold. The Bidwell Ranch bank could
potentially include both bank types.   

Utilizing the site for mitigation purposes would allow the City to fund long-term management of the property
and reduce mitigation costs associated with City capital infrastructure projects.

Initial Plan for Bidwell Ranch

1. Early potential benefits identified for developing a Bidwell Ranch mitigation bank included: 

2. Provide a mechanism to permanently protect sensitive habitat and open space consistent with the
General Plan;

3. Offer a model for municipalities to mitigate urban growth locally;

4. Create a critical link in a network of existing adjacent conservation oriented properties, including Bidwell
Park and the Foothill Park Preserve (see Bidwell Ranch Conservation and Mitigation Bank Prospectus
attached as Attachment "A"); 

5. Support the goals of the Butte Regional Habitat Conservation Plan; and

6. Provide an economical and timely means for the City to mitigate impacts from local infrastructure
projects. (For example, for the Cohasset widening project, the City paid $224,230 for 2.6 acres of
wetlands mitigation and $1,400,000 for 11.4 acres of Butte County meadow foam mitigation credits, and
it took approximately a year to complete the purchase.  Significant cost and time would have been saved
had the City been able to use its own, already approved, bank).

An early bank consideration was developing the bank in two phases.  The first phase would involve the
establishment of the conservation bank providing permanent preservation of existing natural habitats (vernal
pools) and resources (vernal pool fairy shrimp and vernal pool tadpole shrimp).  The second phase of the bank
project would establish the wetland mitigation creation component.  One of the IRT members, the US Army
Corps of Engineers, has indicated that a wetland creation component is a key requirement for its support of a
mitigation bank.  

The second phase would involve the creation of wetlands in the southerly 90+ acres of the site.  This area
appears to have been graded decades ago– changing the hydrology and reducing habitat for vernal pool
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species.  This phase would involve re-grading the area to resemble its previous configuration (mimicking
historical wetland patterns) and inoculating it with soil and propagules (seeds and eggs).  While it currently
provides some vernal pool habitat, this portion of the property contains identical soil classifications, and is
topographically and hydrologically similar to the undisturbed northwestern portion of the site, which contains
higher quality and more robust vernal pools, several protected animal species, and Butte County Meadowfoam
(BCM) habitat.  

Once a bank is established, the City would be responsible for the overall health of the site, including cattle
grazing management, annual monitoring and reporting, vegetation management erosion  control, fence repair,
and public access.  

Site Activities and Public Access

As directed by the City Council, staff has been committed to exploring opportunities for public access on the
site.  The draft management plan defines appropriate activities on the site consistent with its primary use as a
mitigation and conservation bank and is consistent with early direction provided by the regulatory agencies.
The draft management plan proposes that public access through a pedestrian-only trail system that skirts
around sensitive biological and cultural resource areas, with a length of approximately 4.5 miles.  Interpretive
and informational signs would be installed along the trails.  For the areas with the most sensitive resources,
specialized docent led wildflower tours, and research and education programs, would also be allowed at the
preserve manager’s discretion.  A conceptual depiction of the trail system is also presented in Attachment "A". 

Current Status of Mitigation and Conservation Bank Development   

All required site studies have been completed; these include a delineation of all wetlands and vernal pools, an
exhaustive inventory of biological resources on the site, and a cultural resources survey.  These studies have
been accepted by the regulatory agencies.     The City has received comments and made revisions to draft
documents (including the MBEI), and the agencies are processing them as required by their internal
processing guidelines (the Army Corps of Engineers issued a public notice of the proposal to establish the
Bidwell Ranch mitigation bank).  

Limited progress has been made on the project since fall 2009, owing to the lessening of demand for
mitigation credits over the past couple of years and staff workload challenges.  Staff has continued its dialogue
with agency personnel and has toured local properties developed for mitigation purposes.  The City is now
poised to fully develop all protection options for the Bidwell Ranch property and bring them forward for Council
consideration. 

DISCUSSION:

The focus of the project to date has been the exploration of developing a conservation and mitigation bank. 
Underlying this effort are the following site goals: 

1. Provide permanent protection for the site’s highly sensitive resources

2. Open appropriate areas to public access

3. Develop a mechanism to fund site management and needed improvements 

4. Off-set City of Chico mitigation costs for capital projects 

Staff will continue to pursue the exploration of the bank option; however, other options can achieve the same
goals and staff is investigating the information for Council consideration. With Council’s support, staff would
like to explore these options further, identify a preferred alternative, and bring them back for Council
consideration and final direction.  There are four prominent options for Bidwell Ranch which are summarized
as follows:

1. Continue Current Management 
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This is essentially the no-action alternative.  The site is designated and zoned as open space and
management would continue essentially as is with some resource and access improvements made over
time as funding allows (for example fencing repairs are paid through the grazing lease on the site).  As
with any of the alternative, a management plan to guide uses and resource protection on the site would
have to be completed.  This option does not generate revenue to aid in site management. 

2. Finalize a Conservation and Mitigation Bank

This approach is a continuation of the approach outlined above.  Further analysis would shed light on
several uncertainties associated with this option (i.e., cost and return on investment of the wetland
creation component of the bank) and provide Council with additional information on such issues as the
amount of staff resources to operate the bank, the proposed bank’s net worth vs. ongoing management
obligations, and the future health of the wetland mitigation bank industry.

3. Investigate Use of a Third Party to Fund the Restoration Component of Mitigation Bank

With the economic downturn there has been a significant slowdown in the pace of development, and
therefore demand for mitigation credits has slackened considerably.  Certainly one of the key attractions
of using or selling bank credits is that the City could generate revenue and fund long-term maintenance
of the site.  However, the IRT position (at least the US Army Corps of Engineers’ position) is that any
mitigation bank on the Bidwell Ranch site would need to contain a creation component, which would
require a significant capital outlay and monitoring before the bank could sell credits.  Before they can be
sanctioned, the created wetlands need to be monitored for several years and approved by the IRT.  In
short, there is no guarantee of success associated with wetland creation.

Further, based on recent staff investigation of new local wetland mitigation properties, there is also
uncertainty about the short-term demand for credits, and also the timeliness of agencies in setting up
banks. These uncertainties introduce concern about the financial return and timing of the project.  

Despite the economic situation, private entities continue to invest in similar projects and shoulder the
initial investment cost with the idea that it results in a later return.  A partnership with a third party
(private entity or non-profit) that specializes in mitigation banking may provide an opportunity to insulate
the City from the financial outlay and uncertainty.  

Staff will investigate this potential model to finance and develop the created wetlands component.  In
exchange for the third party creating the wetlands and managing credit sales, they would receive a
return on the sale of credits, while the City would reduce the initial outlay for the endowment and
management.  City proceeds could be used to manage the property.  Such an approach would have to
be carefully crafted and considered to make sure that the City’s interests are served with enough
incentive for the third party.  Staff will explore any existing models for such a partnership and its
feasibility. 

4. Negotiate Directly with Agencies to Utilize Bidwell Ranch as Mitigation for City Projects

Once established, mitigation banks provide certainty and predictability for projects that require
mitigation.  For example, if a project requires a certain number of wetland credits to mitigate for a
development proposal, then the project proponent would be required to purchase the proper number of
credits from a certified bank prior to proceeding with the project.  

Historically, the more common approach to mitigating wetland impacts is to develop a mitigation plan on
a project-by-project basis.  These efforts can be time-consuming and delay projects. For example, if a
project will disrupt 1.5 acres of Butte County meadowfoam habitat, a discussion would ensue on the
form of the mitigation (e.g., Are mitigation measures done on site?  Will the proponent have to purchase
an easement to protect habitat offsite?  How many acres will be required?).

In the next few years, the City has mitigation needs for programmed capital infrastructure projects, and
Bidwell Ranch could be brought to the table as the proposed mitigation site.  This approach would
require negotiation with the agencies regarding the benefits of perpetual resource and species
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protection on Bidwell Ranch weighed against the impacts of upcoming capital projects.    

Although the revenue generation potential of using the property for “direct” City mitigation would be less
than that of using the property as a mitigation bank, it would not require the initial (and uncertain)
funding outlay for wetland creation, nor would the City would have to dedicate staff resources to ongoing
marketing and management of a wetland mitigation bank.  In addition, the overall project goals would be
achieved more expeditiously, including protecting the site’s resources, providing public access, funding
the site’s management, and offsetting mitigation costs associated with City capital projects.  

Final Steps

To complete the bank establishment, only a few steps remain. First, is to make any necessary revisions to the
MBEI based on additional comments from the IRT.  Dedication of a conservation easement to an appropriate
third party is required for establishment of the bank.  Establishment of the bank would also require the creation
of an endowment fund of a sufficient size to generate adequate funds for perpetual management of the site. 
The size of the endowment has yet to be determined, pending final revisions to the management plan, but
should not be excessive as most management functions are relatively passive and non-labor intensive.  The
source of the endowment has also not yet been determined, but would likely include utilizing funding already
committed to capital projects for mitigation costs or selling mitigation credits to private parties.  

And finally, if the City intends to proceed with phase 2 of the mitigation bank (wetland restoration or creation),
funding will need to be provided for construction activities and follow-up monitoring.  Funding sources are likely
to be similar to those identified for the endowment fund.  An initial estimate for the cost of this component is
significant ($1 million), but the sale of wetland creation credits also would generate significant revenue (an
early estimate is over $4 million).    Council action would be required to finalize bank establishment.  Council
would need to authorize execution of the MBEI, determine the holder of the conservation easement and
convey the easement, and determine the funding source(s) for the endowment.  

However, staff would like to take the approach of exploring the steps required to complete for the other
alternatives.  These alternatives are likely less intensive that what would be needed for a mitigation bank. As
part of the next step, staff will further develop information on these approaches and identify a recommended
alternative for Council consideration.  

ENVIRONMENTAL REVIEW:    

Appropriate California Environmental Quality Act (CEQA) review will be performed for the project, likely an
initial study/negative declaration, when the project is brought forward for Council action. 

PUBLIC CONTACT:    

Due to significant public interest in the site, a volunteer Citizen Work Group (CWG) was formed early in the
project to provide feedback and comment on bank creation components and draft documents.  The CWG helped
revise the site management plan prior to its submittal to the regulatory agencies for formal processing.  Minutes
from past meetings and other project information are available on the River Partners website at
www.riverpartners.orghttp://www.riverpartners.org. 

Reviewed by:

___________________________
Ruben Martinez, General Services Director

Approved by:

____________________________
David Burkland, City Manager

DISTRIBUTION:
City Clerk (18)
John Carlon, River Partners
Bidwell Ranch Conservancy
Butte Environmental Council
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ATTACHMENTS:  Attachment "A":  Bidwell Ranch Conservation and Mitigation Bank Prospectus

FILE:  Bidwell Ranch File


