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1.
INTRODUCTION AND BACKGROUND
1. 
In July 2000, the U.S. Fish and Wildlife Service (the Service) proposed designation of critical habitat for the Morro shoulderband snail (Helminthoglypta walkeriana) on approximately 2,566 acres of land in San Luis Obispo County, California.  The purpose of this report is to identify and analyze potential economic impacts that could result from the proposed critical habitat designation.  This report was prepared by Industrial Economics, Incorporated (IEc), under contract to the U.S. Fish and Wildlife Service's Division of Economics.

2. 
Section 4(b)(2) of the Endangered Species Act (the Act) requires the Service to base proposed designation of critical habitat upon the best scientific and commercial data available, after taking into consideration the economic impact, and any other relevant impact, of specifying any particular area as critical habitat.  The Service may exclude areas from critical habitat designation when the benefits of exclusion outweigh the benefits of including the areas within critical habitat, provided that the exclusion will not result in extinction of the species.

3. 
Under the listing of a species, section 7(a)(2) of the Act requires Federal agencies to consult with the Service in order to ensure that activities they fund, authorize, or carry out are not likely to jeopardize the continued existence of the species.  The Act defines "jeopardize" as taking any action that would appreciably reduce the likelihood of both the survival and recovery of the species.  For designated critical habitat, section 7(a)(2) also requires Federal agencies to consult with the Service to ensure that activities they fund, authorize, or carry out do not result in destruction or adverse modification of critical habitat.  Adverse modification of critical habitat is defined as any direct or indirect alteration that appreciably diminishes the value of critical habitat for the survival and recovery of the species.

4. 
This analysis must distinguish between economic impacts caused by listing the snail and those additional effects that would be caused by the proposed critical habitat designation.  The Service only considers the incremental economic impacts of the critical habitat designation beyond those of the listing and other laws because the Act specifically excludes the Service from considering the economic impacts of listing.  To evaluate the increment of economic impacts attributable to the critical habitat designation for the snail, beyond economic impacts of listing, the analysis assumes a without-critical-habitat baseline and compares it to a with-critical-habitat scenario.  The difference between the two is a measure of the net change in economic activity that may result from the designation of critical habitat for the snail.  In the event that a land use or activity would be limited or prohibited by another existing statute, regulation, or policy, the economic impacts associated with those limitations or prohibitions would not be attributable to critical habitat designation.

5. 
The critical habitat designation for the Morro shoulderband snail encompasses land owned or managed by the State of California, the City of Morro Bay, San Luis Obispo County, and private land owners.  This analysis assesses how critical habitat designation for the snail may affect current and planned land uses and activities on these lands.  For state land-holdings and private land subject to critical habitat designation, consultations and modifications to land uses and activities can only be required when a Federal nexus, or connection, exists.  A Federal nexus arises if the activity or land use of concern involves Federal permits, Federal funding, or another form of Federal involvement.  Activities on state and private land that do not involve a Federal nexus are not affected by critical habitat designation. 

6. 
To be considered in the economic analysis, activities must be "reasonably foreseeable," including, but not limited to, activities which are currently authorized, permitted, or funded, or for which proposed plans are currently available to the public.  Current and future activities that could potentially result in new or reinitiated section 7 consultations or modifications attributable to the critical habitat designation are considered. 

1.1
Description of Species and Habitat
7. 
The Morro shoulderband snail has a slightly translucent shell with five to six whorls.
  It is approximately 0.7 to 1.1 inches in diameter and 0.6 to 1.0 inches in height.  The Morro shoulderband snail can be distinguished from other, similar species by its globose or spherical shell shape, the presence of incised (deeply grooved) spiral grooves, and one dark spiral band on the shoulder.  

8. 
The Morro shoulderband snail is found only in western San Luis Obispo County, California.  The snail occurs in coastal dune and scrub communities and maritime chaparral.  Based on field surveys and research, the Service has identified physical and biological habitat features, referred to as primary constituent elements, that are essential for the survival and recovery of the Morro shoulderband snail.  These primary constituent elements for the Morro shoulderband snail include:

·
sand or sandy soils,

·
a slope not greater than ten percent, and

·
the presence of, or the capacity to develop, native coastal dune scrub vegetation.

1.2
Proposed Critical Habitat
9. 
The Service has proposed critical habitat designation for the Morro shoulderband snail on approximately 2,566 acres of land in San Luis Obispo County, California.  Approximately 1,951 acres, roughly 76 percent of the total acreage proposed, are located on state or local government land and the remaining 615 acres, 24 percent of the total acreage proposed, are located on private land.  No Federally or Tribally owned or managed land is located within proposed critical habitat for the Morro shoulderband snail.  The proposed critical habitat consists of three units, with the majority of proposed critical habitat (65 percent) located in Unit One.  Exhibit 1 summarizes ownership of lands proposed for critical habitat designation.

	Exhibit 1

SUMMARY OF PROPOSED CRITICAL HABITAT UNITS FOR THE MORRO SHOULDERBAND SNAIL BY MANAGER, HOLDER, OR OWNER

Total Area of Units Expressed in Acres

	
	State

(Percent of total)
	Local

(Percent of total)
	Private

(Percent of total)
	TOTAL

(Percent of total)

	Unit 1
	1,670

(65%)
	160

(6%)
	0
	1,830

(71%)

	Unit 2
	0
	0
	320

(12%)
	320

(12%)

	Unit 3
	121

(5%)
	0
	295

(11%)
	416

(16%)

	Total
	1,791

(69%)
	160

(6%)
	615

(24%)
	2,566
(100%)

	Source:
Proposed Determination of Critical Habitat for the Morro shoulderband snail (65 FR 42962).  Note: Percentages may not sum to 100 percent due to rounding.


10. 
A more detailed description of each unit is provided below:

·
Unit 1: Morro Spit and West Pecho- Critical habitat in this unit encompasses areas of Montana de Oro State Park and land managed by the City of Morro Bay.  In addition, the California Department of Fish and Game owns an ecological reserve adjoining state park property, which is managed cooperatively with the California State Parks Department.  This unit is within the geographical area currently occupied by the snail and provides necessary dune scrub habitat.  Land in this unit is used primarily for recreation.

·
Unit 2: South Los Osos- This critical habitat unit consists of private land that is almost entirely undeveloped.  Residential developments in the community of Los Osos and agricultural fields border this unit on the north and east.  The unit is within the geographical area known to be occupied by the snail and contains  maritime chaparral considered essential for the snail's habitat.  The majority of land within this unit has recently been acquired for conservation purposes in order to facilitate the recovery of several Federally listed species, including the snail.  This site will become an ecological preserve managed by California State Parks Department.  The remaining land in this unit has not been developed due to a building moratorium in Los Osos.  As a result of the conservation land and the building moratorium, land in this unit does not support significant economic activity.

·
Unit 3: Northeast Los Osos - This critical habitat unit includes land in the Elfin Forest Preserve (which is jointly owned by the State of California and the County of San Luis Obispo), portions of Morro Bay State Park, and privately owned lands.  This unit supports currently known populations of snails.  Vegetation in this unit is dominated by variants of coastal sage and dune scrub, with scattered manzanita and coast live oak.  Significant portions of the private land in this unit have been purchased for mitigation efforts associated with Habitat Conservation Plans and past violations of section 9 of the Act.  

2.
FRAMEWORK, METHODOLOGY, AND IMPACTS
2.1
Framework for Analysis
11. 
As noted above, this economic analysis examines the impacts to specific land uses or activities within those areas proposed as critical habitat for the snail.  An impact of critical habitat designation includes any effect of the designation above and beyond those impacts associated with the listing of the species.  This report employs a framework that compares economic activity with critical habitat designation to economic activity without critical habitat designation.  The without-critical-habitat baseline for analysis represents current and expected economic activity under all modifications prior to critical habitat designation, including protections already accorded to the Morro shoulderband snail under Federal and state laws, such as the California Environmental Quality Act.  The difference between the two scenarios measures the net change in economic activity attributable to the designation of critical habitat for the snail.  The listing of the species is the most significant aspect of baseline protection, as it provides the majority of protections by making it illegal for any person to "take" a listed species.  Take is defined by the Act to mean harass, harm, pursue, hunt, shoot, wound, kill, trap, capture, or collect, or attempt to engage in any such conduct.

2.2
Methodological Approach
12. 
This report relies on a sequential methodology and focuses on distilling the salient and relevant aspects of potential economic impacts of designation.  The methodology consists of:

·
Considering what specific activities take place on the state, local, and private land affected by critical habitat designation;

·
Identifying whether activities taking place on the state, local, and private land are likely to involve a Federal nexus;

·
Evaluating the likelihood that identified Federal nexuses will result in consultations and, in turn, that consultations will result in modifications to projects; 

·
Attributing costs to any expected consultations and project modifications;

·
Assessing whether critical habitat designation will create costs for small businesses as a result of modifications or delays to projects; and 

(
Determining economic costs associated with public perceptions about the effect of critical habitat on the private land subject to designation.

2.3
Information Sources
13. 
The primary sources of information for this report were communications with personnel from the Service and affected state and local agencies, as well as public comments on the proposal and publicly available data (e.g., databases available on the Internet).  Local realtors and consultants provided an assessment of activities likely to occur on the private lands.

2.4
Impacts
14. 
This section addresses specific economic impacts of critical habitat designation for the Morro shoulderband snail on landowners in the proposed designation area.  On the whole, critical habitat designation for the snail should not significantly impact the owners and managers of land within proposed critical habitat.  This conclusion is based on indications from the Service that critical habitat designation should not result in any new or additional section 7 consultations beyond those already required under the listing of the snail.
  Below, specific potential impacts of critical habitat designation are presented, by landowner. 

California Department of Parks and Recreation
15. 
California Department of Parks and Recreation (CA Parks) operates Montana de Oro State Park and Morro Bay State Park.  Recreation activities, such as horseback riding, hiking, and camping constitute the main land uses at these two State Parks.  At this time, CA Parks does not have plans for any habitat-altering projects that would involve a Federal nexus in the two State Parks.
  According to the Service, the only activity that involves a Federal nexus and is likely to occur in the State Parks is the spraying of herbicides for eradication of non-native, invasive plants.
  The Federal nexus arises because the activity is funded by the Service.  To date, CA Parks has consulted with the Service under the listing of the snail for plant eradication activities.  Because of the snail's presence on CA Parks land and the history of past consultations, any future consultations and associated project modifications addressing the elimination of non-native plants would be attributable to the listing of the snail and not critical habitat designation.  Therefore, CA Parks will not likely be economically impacted by the designation of critical habitat for the Morro shoulderband snail.

California Department of Fish and Game
16. 
The California Department of Fish and Game (CDFG) maintains an ecological preserve in Unit One, which is managed cooperatively with the adjacent California State Parks.  Activities taking place on  the preserve include recreation, such as bird watching, hiking, and photography, as well as elimination of exotic plant species.
  

17. 
No foreseeable nexus exists with respect to the recreational activities undertaken in this area (e.g., CDFG does not plan new facility or trail development).  As a result, consultations associated with these activities are unlikely to be required.  On the other hand, the elimination of exotic plant species would be subject to a Federal nexus because CDFG obtains funding from the Service to administer the plant removal program.  In this case, however, the presence of the snail indicates that section 7 consultation on plant removal activities would be required under the listing, regardless of the designation of critical habitat.  As a result, critical habitat designation for the snail should not have any impact on CDFG.

San Luis Obispo County Parks Department
18. 
The San Luis Obispo County Parks Department (County Parks), in conjunction with CA Parks, operates the Elfin Forest Preserve as protected open space.  Currently, the Preserve has no road access or structures.  Pedestrians can access the Preserve only via a 4,700-foot boardwalk.  In the future, County Parks may build a second boardwalk for increased public access.
  Boardwalk construction in the Preserve would require permits from the county and from the Service for take of the snail under section 10 of the Act even in the absence of critical habitat designation.
  Therefore, any impact to this project would be attributable to the listing of the snail rather than to critical habitat designation. 

19. 
 In addition, the Service indicates that County Parks may engage in removal of exotic plant species.
  A Federal nexus exists for this activity if it is funded by the Service.  However,  because the snail is present in areas subject to these plant removal actions, any consultations associated with these activities would be attributable to the listing of the snail rather than the designation of critical habitat.

City of Morro Bay
20. 
The City of Morro Bay owns about 160 acres of land in Unit One.  The land, located at the end of a spit, is designated as open space and, therefore, uses are primarily limited to recreational activities, such as surfing, kayaking, and hiking.
  Activities with a nexus that could be subject to consultation under section 7 include elimination of exotic plant species and the placing of dredge material on, or near the spit.
  

21. 
If  the city obtains funding from the Service for a plant eradication program, a Federal nexus would exist for this activity and thus consultation with the Service under section 7 would be required.  In addition, any dredging, filling, or jetty maintenance undertaken on this area would require a permit from the Army Corps of Engineers, which would establish a Federal nexus.  In fact, in 1995, CA Parks submitted a proposal to place dredge material on the spit, which would have required a Federal permit, but this proposal has since been withdrawn.
  However, because the snail is present in this area, consultations associated with plant removal and dredging, filling, or jetty maintenance would be attributable to the listing of the snail rather than critical habitat designation.  As a result, the designation is not anticipated to have any impact on the City of Morro Bay.       

Private Land

22. 
Private land within proposed critical habitat area is located in Units Two and Three.  Current land uses include: (1)  land under conservation management, either as part of a Habitat Conservation Plan (HCP) or as compensation for violations of prohibited acts under Section 9 of the Act; and (2) land that is zoned for development but currently remains undeveloped.
  However, in some cases land uses in these areas are anticipated to change significantly in the near future.  The discussion below presents anticipated future land uses on these areas, and estimates the effect of critical habitat designation for the snail on these areas.

Sewage Treatment Facility Construction
23. 
The Los Osos Community Services District (CSD) has secured funding from the Environmental Protection Agency (EPA) to plan and build a sewage treatment facility.  In the current proposal, CSD plans to acquire lands in Unit 2 for construction of the leaching field for the facility.
  The Service conducted a formal section 7 consultation with CSD and EPA in November 1999 to address geotechnical field exploration activities and issued a biological opinion for the leaching project. It is unclear at this time whether any additional consultations will be required as a result of the planning and construction of the facility.  However, since the proposed site for the leaching field is considered occupied by the snail, future consultations associated with the proposed leaching field will be attributable to the listing of the species rather than the designation of critical habitat.  


Development Activities
24. 
Currently, a building moratorium prohibits development in large portions of Los Osos because the existing sewer facility cannot support a larger population.  If the sewage treatment facility is constructed, however, the moratorium will be lifted and the potential for new development on private land in Unit Two and Unit Three will significantly increase.  In the past, development projects in the areas of proposed critical habitat have not required section 7 consultations with the Service because Federal nexuses have not existed for the projects.  Therefore, even if future development projects do occur on private lands within critical habitat, consultations will not likely be necessary for these projects.  Furthermore, because these lands are within the geographic area occupied by the snail, any restrictions on development that do arise where a Federal nexus exists will be attributable to the listing of the Morro shoulderband snail rather than to the designation of critical habitat.

Land Acquisition by the Bureau of Land Management
25. 
The Bureau of Land Management (BLM) is in the process of acquiring approximately five acres of privately owned land in Unit Three.  BLM activities taking place on this parcel may include weed eradication, trash removal, and recreational activities, such as photography and hiking.
  Because Federal land ownership would constitute the Federal nexus on this parcel, all activities would be subject to consultation under section 7.  However, because the snail is present on this parcel, consultations would have been required under the listing.  As a result, any future consultations will be attributable to the listing of the species rather than to the designation of critical habitat. 

Land Acquisition by California Department of Fish and Game
26. 
CDFG, in conjunction with other Federal, state, and local agencies and local conservation groups, has committed to a purchase and sales agreement for the 204-acre Morro Palisades property, which covers most of Unit Two.  This parcel will become an ecological preserve managed by CA Parks under Federal, state, and local regulations.  Activities likely to take place on this proposed preserve include recreation, such as bird watching, hiking, and photography, as well as elimination of exotic plant species.
  

27. 
No foreseeable nexus exists with respect to the recreational activities undertaken in this area.  As a result, consultations associated with these activities are unlikely to be required.  On the other hand, the elimination of exotic plant species would be subject to a Federal nexus if CDFG obtains funding from the Service to administer the plant removal program.  In this case, however, the presence of the snail indicates that section 7 consultation on plant removal activities would be required under the listing, regardless of the designation of critical habitat.  As a result, critical habitat designation for the snail should not have any impact on CDFG.

Conservation Management
28. 
Little or no change in land use is anticipated for private land currently held for conservation management.  Because these areas already are managed in a manner that fosters the continued presence of the snail, the Service anticipates no future consultations associated with activities on these areas that would not already be required under the listing of the snail.  As a result, impacts resulting from critical habitat designation are anticipated to be minimal.

2.5
Summary of Impacts
29. 
Exhibit 2 summarizes the potential for new consultations and project modifications and the expected costs that will result from critical habitat designation for the Morro shoulderband snail.

	Exhibit 2

SUMMARY OF ECONOMIC IMPACTS 

ASSOCIATED WITH CRITICAL HABITAT DESIGNATION 

FOR THE  MORRO SHOULDERBAND SNAIL

	Current Land Owner
	Reasonably Foreseeable Activities and Land Uses within Proposed Critical Habitat
	Likelihood of New Consultations 
	Likelihood of Project Modifications
	Expected Costs

	California Department of Parks and Recreation
	Vegetation management, recreation
	Low
	Low
	None

	California Department of Fish and Game
	Vegetation management, recreation
	Low
	Low
	None

	City of Morro Bay
	Vegetation management;

dredging, filling, and jetty maintenance
	Low
	Low
	None

	San Luis Obispo County Parks Department
	Boardwalk construction, vegetation management
	Low
	Low
	None

	Private Landowners
	Residential housing development, conservation land management, land acquisition by Los Osos Community Sewer District, BLM, and CDFG
	Low
	Low
	None


2.6
Potential Impacts to Small Businesses
30. 
Under the Regulatory Flexibility Act as amended by the Small Business Regulatory Enforcement Fairness Act (SBREFA) of 1996, whenever a Federal agency is required to publish a notice of rulemaking for any proposed or final rule, it must prepare and make available for public comment a regulatory flexibility analysis that describes the effect of the rule on small entities (i.e., small businesses, small organizations, and small government jurisdictions).
  However, no regulatory flexibility analysis is required if the head of an agency certifies that the rule will not have a significant economic impact on a substantial number of small entities. SBREFA amended the Regulatory Flexibility Act to require Federal agencies to provide a statement of the factual basis for certifying that a rule will not have a significant economic impact on a substantial number of small entities.

31. 
Because the presence of the snail is already established in the areas proposed for critical habitat designation, any future consultations or project modifications taking place on the proposed areas would be associated with the listing of the snail rather than critical habitat designation.  Therefore, the designation of critical habitat should not have any incremental economic impact on small businesses within San Luis Obispo County.

2.7
Potential Impacts Associated with Project Delays and Property Values

32. 
Designation of critical habitat for the Morro shoulderband snail should not result in any costs associated with project delays on state and county lands.  While some of the private land could potentially be used for residential development if the construction of the sewage treatment facility results in the removal of the building moratorium, critical habitat designation will not likely lead to costs associated with delays that result from prolonged section 7 consultation because residential projects in this area have historically not resulted in consultations with the Service.

33. 
Private land owners express concern that critical habitat designation could lead to reductions in property values as a result of  public perceptions about the effects of critical habitat designation.  For example, developers express concerns that the designation of critical habitat for the snail may result in a zoning change, which could reduce property values.
 Also, people may perceive that critical habitat designation on private land will require the land owner to engage in additional mitigation activities, beyond what would have occurred under the listing, even though the Service states that critical habitat designation should not increase the regulatory burden on private landowners.  It is anticipated that any effects on property values resulting from public uncertainty about the impacts of critical habitat designation will dissipate over time as the public acquires information indicating that the actual effects of critical habitat designation on occupied private land are minimal.
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