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PREFACE

The U.S. Fishand Wildlife Service has added this preface to all economicanalysesof critical habitat
designations:

"The standard best practiceineconomic analysisis applying an approach that measurescosts,
benefits, and other impacts arising from a regulatory action against a baseline scenario of the world
without the regulation. Guidelines on economic analysis, developed in accordance with the
recommendations set forth in Executive Order 12866 ("' Regulatory Planning and Review"), for both
the Office of Management and Budget and the Department of the Interior, note the appropriateness of
the approach:

"The baselineisthe state of the world that would exist without the proposed action.
All costs and benefits that are included in the analysis should be incremental with
respect to this baseline.’

"When viewed in this way the economic impacts of critical habitat designation involve
evaluating the 'without critical habitat' baseline versus the 'with critical habitat' scenario. Impacts of
a designation equal the difference, or the increment, between these two scenarios. Measured
differences between the baseline and the scenario inwhichcritical habitat is designated may include
(but are not limited to) changesin land use, environmental quality, property values, or time and effort
expended on consultations and other activities by federal landowners, federal actionagencies, and in
some instances, State and local governments and/or private third parties. Incremental changes may
be either positive (benefits) or negative (costs).

“In New Mexico Cattle Growers Assn v. U.SFW.S, 248 F.3d 1277 (10" Cir. 2001),
however, the 10th Circuit recently held that the baseline approach to economic analysis of critical
habitat designations that was used by the Servicefor the southwestern willow flycatcher designation
was 'not inaccord with the language or intent of the ESA.." In particular, the court was concerned that
the Service hadfailed to anayze any economic impact that would result fromthe designation, because
it took the position in the economic analysis that there was no economic impact from critical habitat
that was incremental to, rather than merely co-extensive with, the economic impact of listing the
species. The Service had therefore assigned all of the possible impacts of designationto thelisting
of the species, without acknowledging any uncertainty inthisconclusionor considering suchpotential
impacts astransactioncosts, reinitiations, or indirect costs. The court rejected the baseline approach
incorporated in that designation, concluding that, by obviating the need to perform any analysis of
economic impacts, such an approach rendered the economic analysis requirement meaningless. The
satutory language is plain in requiring some kind of consideration of economic impact in the CHD
phase.'

"Inthisanalysis, the Service addresses the 10th Circuit's concern that we give meaning to the
ESA's requirement of considering the economic impacts of designation by acknowledging the
uncertainty of assigning certain post-designation economic impacts (particularly section 7
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consultations) as having resulted fromeither the listing or the designation. The Service believesthat
for many species the designation of critical habitat has a relatively small economic impact,
particularly in areas where consultations have been ongoing with respect to the species. This is
becausethe mgjority of the consultations and associated project modificati ons, if any, aready consider
habitat impacts and as aresult, the processis not likely to change due to the designation of critical
habitat. Nevertheless, we recognize that the nationwide history of consultations on critical habitat is
not broad, and, inany particular case, there may be consi derabl e uncertainty whether animpact is due
to the critical habitat designationor thelisting alone. We al so understand that the public wantsto know
more about the kinds of costs consultations impose and frequently believes that designation could
require additional project modifications.

"Therefore, this analysis incorporates two baselines. One addresses the impacts of critical
habitat designation that may be "attributable co-extensively' to the listing of the species. Because of
the potential uncertainty about the benefits and economic costs resulting from critical habitat
designations, we believe it is reasonable to estimate the upper bounds of the cost of project
modifications based on the benefits and economic costs of project modifications that would be
required due to consultation under the jeopardy standard. It isimportant to note that the inclusion of
impacts attributable co-extensively to the listing does not convert the economic analysis into atool
to be considered in the context of a listing decision. As the court reaffirmed in the southwestern
willow flycatcher decision, ‘the ESA clearly bars economic considerations from having a seat at the
table when the listing determination is being made.'

"The other baseline, the lower boundary baseline, will be a more traditional rulemaking
baseline. It will attempt to provide the Service's best analysis of which of the effects of future
consultations actually result from the regulatory action under review - i.e. the critical habitat
designation. These costs will in most cases be the costs of additional consultations, reinitiated
consultations, and additional project modifications that would not have been required under the
jeopardy standard alone as well as costs resulting from uncertainty and perceptiona impacts on
markets."

DATED: March 20, 2002

P-2



Draft - July 2002

1.0 INTRODUCTION AND BACKGROUND

In June 2001, the U.S. Fish and Wildlife Service (the Service) proposed designating critical
habitat for the Otay tarplant (Deinandra conjugens) on approximately 6,630 acres in San Diego
County, California.! The purpose of thisreport isto identify and analyze potential economic impacts
that could resultfromthe proposed critical habitat designation. Thisreport wasprepared by Industrial
Economics, Incorporated (1Ec), under contract to the Service's Division of Economics.

Section 4(b)(2) of the Endangered Species Act (Act), as amended, requires that the Service
base the 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
whenthe benefits of exclusi onoutwei gh the benefits of including the areasascritical habitat, provided
the exclusion will not result in extinction of the species.

Upon the listing of aspecies, section 7(a)(2) of the Act requires Federal agenciesto consult
with the Service in order to ensure that activities they fund, authorize, permit, or carry out are not
likely tojeopardize the continued existence of the species. The Servicedefinesjeopardy asany 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 agenciesto consult with the Service
to ensurethat activitiesthey fund, authorize, permit, or carry out do not result indestructionor 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 both the survival and
recovery of alisted species.

1.1 Description of Species and Habitat

The Otay tarplant (tarplant) is a glandular, aromatic annual of the Aster family (Asterceae)
with a branching stem that ranges from two to ten inches in height with deep green or gray-green
leavesand yellow flowers.? Occurrencesof tarplant are strongly correlated with clay soils, subsails,
or lenses. Thetarplantisalso strongly associated with particular vegetation typessuch asgrasslands,
coastal sage scrub, and maritime succulent scrub. The elevational range for the species appears to
be between 80 feet and 1,000 feet.

The tarplant was listed as a threatened species on October 13, 1998 (U.S. Fishand Wildlife
Service, Endangered and Threatened Wildlife and Plants; Determinations of Endangered or
Threatened Satus; Final Rules and Withdrawal of Proposed Rule, October 13, 1998 (63 FR
54938)).

?Information on the tarplant and its habitat is take from the U.S. Fish and Wildlife Service,
Endangered and Threatened Wildlife and Plants; Proposed Designation of Critical Habitat for
Deinandra conjugens (Otay tarplant), June 13, 2001 (66 FR 32052).
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In determining which areas to propose as critical habitat, the Service must consider those
physical and biological features that are essential to the survival and recovery of the species. The
following are the primary constituent elementsthat the Service hasidentified ascritical tothesurvival
of the tarplant:

C Soilswith ahigh clay content that are associ ated with grasslands, open coastal sage scrub, or
maritime succulent scrub communities between 80 feet and 1,000 feet elevation; and

C Certainplant communitiesassoci ated with tarplant as described above (see proposed rulefor
list of species). These plant communities contain natural openings that provide nesting,
foraging, and dispersal sites for tarplant pollen and seed dispersal agents. These openings
may have soil inclusions that contain a significantly higher concentration of sandy soils than
the adjacent clay soils.

1.2 Proposed Critical Habitat

The Service hasproposed critical habitat designationfor the tarplant on approximately 6,630
acresof land in San Diego County, California. Approximately 1,545 acres, or roughly 23.3 percent
arelocated onfederally-owned or managed lands; 1,455 acres (21.9 percent) are owned by the State
or local authorities; and 3,630 acres (54.8 percent) of the total acreage proposed are located on
private lands. The mgjority of lands included in this designation are currently undeveloped. All of
the units include lands in both San Diego County and the City of Chula Vista.

A more detailed description of each critical habitat unit is provided below:

C Unit 1: Sweetwater/Proctor Valley Unit - Thisunit ( 3,865 acres) encompassesthe
northeastern limit of the species distribution. Land in the unit is owned by several
public and private entities, including: (1) Federa land that is part of the San Diego
National Wildlife Refuge (SDNWR); (2) land around the Sweetwater Reservoir that
isowned by the Sweetwater Authority Water District (SWAWD); (3) land belonging
to the Otay Water District; (4) county land known as the Sweetwater Regional Park;
and (5) private lands referred to as Rolling Hills Ranch, Bella Lago Residential
Community, and the San Migud Mountains.

C Unit 2: ChulaVigtaUnit - Thisunit (515 acres) is located at the western portion of
the species range, and alarge portionof theland isowned by the City of ChulaVista.
Inaddition, a portion of thisunitisprivately-owned. Thelandiscomprised primarily
of undeveloped habitat patches (with the exception of man-made drainage
improvements) aong canyonridgesinPoggi Canyon, Rice Canyon, and Long Canyon.

C Unit 3: Otay Valley/Big Murphy's Unit - This unit (2,249 acres) encompasses the
southern and eastern portions of the species' distribution. A portion of thisland is
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federally-owned by the Immigration and Naturalization Service (INS). Therest of the
lands are privately-owned by afew large landownersand are primarily undevel oped.

1.3 Relevant Basdline Elements

This section provides relevant information about the regulatory elements that exist in the
baseline, i.e., the "without section 7" scenario. These regulations may influence devel opment and/or
affect the section 7 consultationprocess. Thisdiscussion focuseson the several, important regul atory
elements that have bearing on this analysis but does not represent a comprehensive description of
baseline.

1.3.1 Overlap with Other Listed Species

Generally, if aconsultation istriggered for any listed species, the consultation process will
also take into account all other federally-listed species knownor thought to occupy areas affected by
the proposed action. The Carlsbad Fish and Wildlife Office (Carlsbad FWO) has conducted formal
consultationsonthetarplant in combinationwith several species, including thefederally-listed coastal
California gnatcatcher (Polioptila californica californica), southwestern willow flycatcher
(Empidonax traillii extimus), least Bell'svireo (Vireo bellii pusillus), Quino checkerspot butterfly
(Euphydryas editha quino), and arroyo toad (Bufo microscaphus californicus).

The net effect of the presence of other federally-listed speciesinthe proposed critical habitat
areas for the tarplant is that the number of consultations conducted for the tarplant aloneislikely to
be smaller than would be expected in the absence of these species. Indeed, most past consultations
on the tarplant have involved at least one or two other species per consultation. Thus, the cost of a
consultation that involves the tarplant may not be fully attributable to the presence of this species or
its habitat. Nonetheless, because consultations must consider project related effects to each listed
species separately, acertain amount of research and time will be spent on the tarplant regardless of
the presence of other species. In order to present a conservative estimate of the economic impacts
associated with the implementation of section 7, this analysis assumes that all future section 7
consultations within the extant boundaries of the proposed critical habitat are fully attributableto the
presence of the tarplant and its habitat.
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1.3.2 California Environmental Quality Act

The CaliforniaEnvironmental Quality Act (CEQA) requiresidentification of theenvironmental
effects of proposed projects that have the potential to harm sensitive species (state- or federally-
listed). The lead agency (typically the California State agency in charge of oversight of the project)
must determine whether a proposed project would have a "significant” effect on the environment.
Under CEQA, a habitat assessment and/or surveys are conducted in order to determine the potential
environmental effects of proposed projects onall rare, threatened, and endangered species. Section
15065 of Article 5 of the CEQA regulations states that afinding of significance is mandatory if the
project will "substantially reduce the habitat of afish and wildlife species, cause afish or wildlife
population to drop below self-sustaining levels, threaten to eiminate a plant or anima community,
reduce the number or restrict the range of an endangered, rare or threatened species, or eliminate
important examples of the major periods of Californiahistory or prehistory." If thelead agency finds
aproj ect may cause significant impacts, the landowners must prepare an Environmental Impact Report
(EIR).3

Any economic impacts identified by the EIR process are due to the presence of a particular
species on the project land, whether or not it has been designated as critical habitat by the Service.
Review of the CEQA datute and conversations with the California Resources Agency (one of the
agenciesresponsiblefor administering CEQA) reveal that whenaspeci esisknownto occupy aparcel
of land, the designation of critical habitat alone does not require alead agency to pursue any further
actions.*

In some cases, the requirements of the CEQA process may be similar to the requirements of
the listing and critical habitat requirements. For example, a project manager may be required to
conductasurvey or prepare a habitat assessment as part of the CEQA EIR process. Thedatasupplied
by these assessments may be useful in the section 7 consultation process associated with endangered
species.® Therefore, the CEQA regulations may reduce the level of effort required by project
managers to comply with the endangered species regulations.

3 Cdlifornia Resources Agency, "Summary and Overview of the California Environmental
Quality Act,” November 12, 1998, http://ceres.ca.gov/topic/env_law/cega/summary.html, August
23, 2000.

* Personal communication with the California Resources Agency Office on September 11,
2000.

® Personal communication with Jones & Stokes Associates, Inc., on May 22, 2001.
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1.3.3 California Endangered Species Act

The California Endangered Species Act (CESA) generally parallels the main provisions of
the Act.® CESA defines "endangered species’ as "anative [to California] species or subspecies of
a bird, mammd, fish, amphibian, reptile, or plant which is in serious danger of becoming extinct
throughout all, or asignificant portion, of itsrange dueto one or morecauses, including loss of habitat,
change in habitat, overexploitation, predation, competition, or disease."’ Like the Act, CESA
providesfor the listing of threatened or endangered species, and provides protectionfor these species
by prohibiting the taking of listed species. CESA appliesthe same definition of a"lead agency"” as
CEQA .2 Thetarplant was listed under CESA as endangered in 1979.°

The tarplant benefits from State protection due to its State listing under CESA. Prior to or
during the section 7 consultation process, project applicants may make agreements with State
regulatory agencies while addressing CESA prohibitions to protect the plant. Asaresult, a portion
of the costs of avoidance or minimization appearing to result from section 7 consultations may be
attributable to requirements under CESA. Becauseitisoftendifficultto accurately attribute costs to
State regul ations, thisanalysisconservatively assumesthat all costsresulting from future consultations
arefully attributable to section 7 of the Act. As aresult, this report may overstate the consultation
costs attributabl e to the Federal listing and critical habitat designation for the tarplant.

1.3.4 California Natural Community Conservation Planning Act

INn1991, the CaliforniaResources Agency's Department of Fi shand Game beganimplementing
the California Natural Community Conservation Planning Act (NCCP). The primary goal of this
programis"to conserve natural communitiesat the ecosystemscal e while accommodating compatible
land us="*® Californialawmakersindicatethat they consider natural community conservation planning
to be "an effective tool in protecting Californias natural diversity while reducing conflicts between

5"Fishand Game Code: California Endangered SpeciesAct," accessed at http://ceres.ca.gov/
topic/env_law/cesa/summary.html on March 8, 2002.

" Fish and Game Code § 2053.

8 Pub. Res. Code §21067, ascited in"Fish and Game Code: California Endangered Species
Act," accessed at http://ceres.ca.gov/topic/env_law/cesa/lsummary.html on March 8, 2002.

 "CadliforniasPlantsand Animals," accessed at http://www.dfg.ca.gov/hcpb/species/t e spp/
teplant/teplanta.shtml, on March 8, 2002.

10" Natural Community Conservation Planning," accessed at http://www.dfg.ca.gov/nccp, on
March 7, 2002.
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protection of the state's wildlife heritage and reasonable use of natural resources for economic
devel opment."

The focus of the initial effort of the NCCP was the coastal sage scrub habitat of Southern
Cdifornia, home to approximately 100 potentially threatened or endangered species, including the
California gnatcatcher. The program organized portions of five counties in southern California that
feature this type of habitat into 11 planning "subregions." These subregions are further divided into
"subareas,” corresponding to geographic boundaries of participating jurisdictions or landowners.
Withineach subregionand subarea, alocal |ead agency coordinatesacollaborative planning process,
working with landowners, environmenta organizations, and other interested parties to develop a
conservation plan (also referred to as a habitat conservation plan, or HCP).*> The CDFG and the
Service provide support, direction, and guidance during this process.’* The program includes San
Diego County, where the conservation plan that specifically addresses coastal sage scrub and other
types of habitat within the range of Otay tarplant is known as the Multiple Species Conservation
Program(M SCP) Plan. Theoverarching M SCP Plan guidesenvironmental protectionand appropriate
economic devel opment over a900-square mile area (approximately 581,000 acres) of the county.*

Earlyinthe devel opment of the NCCP program, a memorandum of understanding betweenthe
Service and the Department of Fish and Game was signed, "committing the wildlife agencies to
cooperating inthe NCCP program'simplementation.”*® The Department of Interior used section 4(d)
of the Act to provide an exemption to take prohibitions, thereby allowing some development to
proceed while subregional and subarea plans are drafted. The section 4 (d) special rule establishes
that incidental take of aspeciesis not considered aviolation of section 9 of the Actif; (1) take results
from activities conducted pursuant to the requirements of the NCCP and in accordance with an
approved NCCP plan, prepared consistent with the State of California's Conservation and Process
Guidelines; and (2) if the Service issues written concurrence that the plan meets the standards for
issuance of anincidental take permit under Section 10(a)(1)(B) of the Act.’® If an NCCP plan is
approved, wildlife agencies assure that, for entities that are properly implementing their plan, the

1 Fish and Game Code 88 2800-2840.

12"Natural Community Conservation Planning," accessed at http://www.dfg.ca.gov/nccp, on
March 7, 2002.

3 bid.

14 "Frequently Asked Questions About the MSCP," provided by the U.S. Fish and Wildlife
Service, Carlsbad FWO, on February 14, 2002.

> |bid.

16 Memorandum from Andrew Yuen, U.S. Fish and Wildlife Service, to Kristen Gustafson,
Department of Justice, March 2, 2002.
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agencies will not seek additional land, land restrictions, or financial compensation if unforseen
circumstances should later arise with respect to either listed or unlisted covered species.!’

The following are brief descriptions of subregiona and subarea plans that are part of the

MSCP Plan and affect areas proposed as critical habitat for the tarplant.

C

San Diego County M SCP Subarea Plan. In August 1998, San Diego County finalized its
subarea plan under the MSCP Plan, which covers 82 plant and animal species that are
federally- or state-listed asendangered, threatened, rare, or sensitive, including the tarplant.®
During the development of this subarea plan, county officials worked with the Service, the
CDFG, local officials, private property owners, representati vesof devel opment interests, and
the environmental community to determine areas to be designated for conservation and
development. Private landswhere county officials were unable to adequately identify future
conservation and development areas are designated as either Minor or Major Amendment
Areas and are not included in the incidental take permit granted to the M SCP participants.
Therefore, section 7 consultations that take place in these areas may be morelikely to require
project modifications than consultations in areas included in the plan.

City of Chula Vista's Proposed M SCP Subarea Plan. The City of Chula Vista has been
working closely with the Service and other stakeholdersto create its subarea plan under the
MSCP Plan. The city's subarea plan is currently scheduled to be finished in late 2002. The
tarplant is included in this plan, and if approved, the subarea plan will designate large
portions of the proposed critical habitatfor the tarplant as preserve design areas. In addition,
several of the projects discussed in this analysis will be included under the incidental take
permit granted in association with the Service's approval of the subarea plan.

Joint Water Agencies Subregional Plan. Four water districts in San Diego County have
been developing a subregional plan, including Helix Water District, Padre Dam Municipal
Water Didtrict, Sweetwater Authority, and Santa Fe Irrigation District. The plan describes
how these districts will conserve natural habitats and species while continuing to provide
water services. The planis expected to be finalized in 2002.%°

Otay Water District Subarea Plan. Otay Water Didtrict isfinalizing its subarea plan and
will submitfinal documentsfor review in 2002. The District already had set aside 230 acres
called the San Migud Habitat Management Area, which serves as a mitigation bank for

" Frequently Asked Questions About the MSCP," provided by the U.S. Fish and Wildlife

Service, Carlsbad FWO, on February 14, 2002.

18 Final Multiple Species Conservation Program: MSCP Plan, August 1998; and Personal

communicationwith Biologist, U.S. Fish and Wildlife Service, Carlsbad Office, February 14, 2002.

¥"NCCP: Update, Statusof NCCP Planning Efforts," http://www.dfg.ca.gov/nccp/status. htm,

as viewed on February 25, 2002.
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impacts resulting fromDistrict projects. These mitigation lands will serve as components of
the MSCP preserve system.?

For areasof the proposed critical habitat that overlap with approved or proposed subregional
or subarea plans, the MSCP provides insight into the activities that are likely to take place in those
areas. For example, much of the proposed critical habitat designation for the tarplant overlaps with
current or proposed preserve design areas included inthe MSCP. In areaswith an approved plan, the
Serviceis still required under section 7 of the Act to consult with Federal agencies to ensure that
activitiesthey fund, authorize, permit, or carry outarenotlikelyto jeopardize the continued existence
of the species or resultin destruction or adverse modification of critical habitat. Conversationswith
the Service suggest that for activities that are approved under the plan, these consultations are likely
to be formal. Project modifications associated with these consultations are unlikely, because the
Serviceisunlikely to request additional measuresbeyond thoseidentified to meet section10issuance
criteria.

In addition, because issuance of an incidental take permit in association with an HCP is a
Federal action, the Service mustcomplete aformal section7 consultation prior to approving asubarea
or subregional plan.? This consultation is conducted internally within the Service. Project
modifications associated with the internal section 7 consultation are unlikely, again, because the
Serviceisunlikelyto request additional measuresbeyond those identified to meet section 10issuance
criteria.

The development of subregional or subarea plans may include agreements between natura
resources agencies and private entities that result in significant project modifications. In some
instances, project modifications agreed to as part of an MSCP process that is not yet complete may
be submitted as proposed project modificationsin a section 7 consultation. As aresult, it may be
difficult to attribute costs accurately to State and Federal processes. Therefore, for the purposes of
ensuring that potential Federal responsibilitiesunder the Actarefully acknowledged and represented,
thisanalysis assumesthat project modifications agreed to during the development of subregiona and
subarea plans and anticipated to be proposed in future section 7 consultations are fully attributable
to section 7 of the Act, overstating actual section 7-related costs.

2 bid.

2L Personal communication with Biologist, U.S. Fish and Wildlife Service, Carlsbad Field
Office, February 14, 2002.
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14 Socioeconomic Profile of the Critical Habitat Areas

This section summarizes key economic and demographic information for the County of San
Diego, which contains proposed critical habitat for the tarplant. County level data provide context
for the discussion of potential economic impacts due to critical habitat designation and to illuminate
trends that may influence these impacts.?

San Diego is the second most populous county in the State of California. In 2000, its
population of dightly more than 2.9 million accounted for about 8.5 percent of the State total. The
estimated average population density for San Diego County is 671 people per square mile. Since
1990, average annua popul ation growth rate in San Diego County has been about 1.5 percent, which
isequal to the State average. In 2000, San Diego County had alittle more than one million housing
units.?® Thisfigure reflects an average annual housing growth rate of about 0.9 percent since 1990,
which is about equal to the State average.

The population in the City of ChulaVistawas 151,093 in 1995 and is projected to increase
to 233,313 by 2010 (approximately 54 percent growth). Thetota number of housing unitsin the City
of Chula Vida is projected to increase from 53,961 units in 1995 to 80,775 units in 2010
(approximately 50 percent growth). Significant development pressure exists inthe areas within and
surrounding the proposed critical habitat designation, particularly areas located within Otay Ranch,
Rolling Hills Ranch, and Bella Lago.?* Most of this planned development area is outside the
designation.

The population in the unincorporated areas of San Diego County was 429,178 in 1995, and
isprojected to be 553,621 by 2010 (approximately 29 percent growth). Thetotal number of housing
unitsintheunincorporated areasis projected to increase from 146,634 units to 186,263 unitsover the
same time period (approximately 27 percent).® The unincorporated areas of San Diego County
included inthe proposed critical habitat designation face less devel opment pressure thanthose areas
surrounding proposed critical habitat in the City of ChulaVista.

22 Popul ationand housing summariesare derived mainly from: State of California, Department
of Finance, City/County Population and Housing Estimates, 1991-2000, with 1990 Census Counts.
Other statistics are derived from the U.S. Bureau of Economic Analysis Regiona Facts, accessed at
http://www.bea.doc.gov/bealregional/bearfacts/bf 10/06/index.htm on April 6, 2001, and the 1997
County and City Extra, George Hall and Deirdre Gaquin, editors (Bernan Press, MD) 1997.

# Sate of California, Department of Finance, City/County Population and Housing
Estimates, 1991-2000, with 1990 Census Counts.

2| etter fromRobert A. Leiter, Director of Planning and Building for the City of ChulaVista,
to Jm Bartel, Field Supervisor of the Carlsbad FWO, July 30, 2001.

SanDiego Associ ationof Governments (SANDAG), 2020 Regional Forecast, February 26,
1999.
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20 FRAMEWORK, METHODOLOGY, AND IMPACTS

2.1 Framework for Analysis

Thefocus of thiseconomic analysisisonsection7 of the Act, which requires Federal agencies
to insure that any action authorized, funded, or carried out will not likely jeopardize the continued
existence of any endangered or threatened species or result in the destruction or adverse modification
of critical habitat. Federal agenciesare required to consult with the Service whenever they propose
adiscretionary action that may affect alisted species or its designated critical habitat. Aside from
the protectionthat is provided under section 7, the Act does not provide other forms of protectionto
lands designated as critical habitat. Because consultation under section 7 only appliesto activities
that are federally funded, authorized, or carried out, the designation of critical habitat will not afford
any additional protections for species with respect to private activities that have no Federal nexus.

Thisanalysisfirst identifies land use activities within or in the vicinity of those areas being
proposed for critical habitat that are likely to be affected by section 7 of the Act. To do this, the
analysisevaluates a“without section 7" scenario and comparesit to a“with section 7* scenario. The
“without section 7" scenario congtitutes the baseline of this analysis. It represents the level of
protection currently afforded the species under the Act, absent section 7 protective measures, which
includes other Federal, State, and local laws. The “with section 7" scenario identifies land-use
activitieslikelytoinvolveaFederal nexusthat may affect the speciesor its designated critical habitat,
which accordingly havethe potential to be subject to future consultations under section 7 of the Act.

Economicactivitiesidentified aslikely to be affected under section 7 and the resulting impacts
that section 7 can have on such activities condtitute the upper-bound estimate of the proposed critical
habitat economi canalysis. By defining the upper-bound estimateto include Federa activitiesthat may
affect a listed species or its critical habitat, the analysis recognizes the difficulty in sometimes
differentiating between the two in evaluating only the critical habitat effects associated with the
proposed rulemaking. Thisstep isadopted in order to ensurethatany critical habitat impactsthat may
occur co-extensively withthelisting of the species(i.e., jeopardy) are not overlooked intheanalysis.

Uponidentifying section7 impacts, theanal ysis proceedsto consider the subset of impacts that
canbeattributed exclusively tothecritical habitat designation. To do this, theanalysisadoptsa*“with
and without critical habitat approach.” Thisapproachis used to determine those effects found inthe
upper-bound estimate that may be attributed solely to the proposed designation of critical habitat.
Specifically, the “with and without critical habitat” approach considers section 7 impacts that will
likely be associated with the implementation of the jeopar dy provision of section7 and thosethatwill
likely be associated with the implementation of the adver se modification provision of section 7. In
many cases, impacts associated with the jeopardy standard remain unaffected by the designation of
critical habitat and thus would not normally be considered an effect of a critical habitat rulemaking.
The subset of section 7 impacts likely to be affected solely by the designation of critical habitat
represent the lower-bound estimate of this analysis.

10
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The critical habitat designation for the tarplant encompasses|and under private, State/local,
and Federal ownership, with Federal lands being owned by the Service and the INS. For private
lands subjectto critical habitat designation, section 7 consultations and modificationsto land usesand
activities can only be required when a Federal nexus, or connection, exists. A Federal nexus arises
if the activity or land use of concerninvolves Federal permits, Federal funding, or any other Federa
actions carried out. Section 7 consultations are not required for activities on non-Federal lands that
do not involve a Federal nexus.

This report estimates impacts of listing and critical habitat designation on activities that are
"reasonably foreseeable,” including, but not limited to, activities that are currently authorized,
permitted, or funded, or for which proposed plans are currently availabl e to the public. Proposalsfor
land improvement projects on specific parcels are often unavailable for time periods extending
beyond ten years. Accordingly, the analysis bases estimates on activities that are likely to occur
within aten-year time horizon.

2.2 M ethodological Approach

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 :

C Determining the current and projected economic activity within and around the
proposed critical habitat area;

C Considering how current and future activitiesthat take place or will likely take place
on the Federal and private land could adversely affect proposed critical habitat;

C Identifying whether such activities taking place on privately-owned property within
the proposed critical habitat boundaries are likely to involve a Federal nexus;

C Evaluating the likelihood that identified Federal actions and non-Federal private
actions (e.g., by local and State jurisdictions and private landowners) having a
Federal nexus will require consultations under section 7 of the Act and, in turn, that
such consultations will result in modifications to projects;

C Estimating per-unit costs of expected section 7 consultations, project modifications
and other economicimpacts associated with activitiesin or adjacent to areasproposed
ascritical habitat;

C Estimating the upper bound of total costs associated with the area proposed for the
designation (including costs that may be attributed co-extensively with the listing of
the species) and the lower bound of costs (i.e., costs attributable solely to critical
habitat);
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C Determining the benefits that may be associated with the designationof critical habitat;
and

C Assessing the extent to which critical habitat designation will create costs for small
businesses and/or affect property values as a result of modifications or delays to
proj ects.

2.3 I nfor mation Sour ces

The primary sources of informationfor thisreport were communicationswith personnel from
the Carlsbad FWO, the SDNWR, the County of San Diego Department of Planning and Land Use, the
City of Chula Vista, Otay Water District and SWAWD, Sweetwater Regional Park, and the Otay
Landfill. Publicly available data (e.g., information available on the Internet) were also used to
augment the analysis.

Thisanalysis also relies upon local genera plans for information about projected land use.
Thisinformation, in turn, helpsto predict the potential impacts of critical habitat designation. For
example, in1995 ChulaVista City Council and Planning Commission published agenera planfor the
city. The plan designates "Open Space Districts' in many of the same areas that are designated as
preserve design areas under the city's proposed subarea plan.

Estimatesof the cost of anindividual consultationwere developed fromareview and analysis
of historical section 7 files from a number of Service field offices around the country. These files
addressed consultations conducted for both listings and critical habitat designations. Cost figures
were based on an average level of effort for consultations of low, medium, or high complexity,
multiplied by the appropriate labor rates for staff from the Service and other Federal agencies.
Estimates take into consideration the level of effort of the Service, the Action agency, and the
applicant during both formal and informal consultations, as well as the varying complexity of
consultations. Informal consultations are assumed to involve alow to medium level of complexity.
Formal consultations are assumed to involve a medium to high level of complexity. The cost of a
formal consultation includes the cost of the informal consultation that likely began the section 7
consultation process.

Section 7 consultation costs include the administrative costs associated with conducting the
consultation, such as the cost of time spent in meetings, preparing letters, and in some cases,
devel oping abiological assessment and biological opinion. The costs of reinitiating aconsultationare
assumed to be similar to conducting the original consultation, because the re-initiation generally
involvestime spent in meetings and preparing letters. Thisanalysisassumesthat the economicimpact
associated with anon-substantivereinitiationis similar to the cost of aninformal consultationand the
economic impact associated with a substantive re-initiation is similar to the cost of a formal
consultation. The cost of internal consultation, where the Service is the Action agency, depends on
the activity under consideration and may be similar to the costs of either informal or formal
consultations.
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Cost estimates for technical assistance are based on an analysis of past technical assistance
efforts by the Servicein southern California (Carlsbad FWO). Technical assistance costs represent
the estimated economic costs of informational conversations, letters, and meetings between
landownersor devel opersand the Service regarding the designation of critical habitatfor thetarplant.
Most likely, such communication will occur between municipa or private property owners and the
Service regarding areas designated as critical habitat or lands adjacent to critical habitat.

Estimated administrative costs associated with section 7 consultations, reinitiations, and
technical assistance efforts are presented in Exhibit 1 (these are per effort estimates). The low and
the high scenarios represent a reasonable range of costs for each type of interaction. For example,
whenthe Service participatesintechnical assistancewithathird party regarding aparticular activity,
the cost of the Service's effort is expected to be approximately $260 to $680. The cost of the third
party's effort is expected to be approximately $600 to $1,500.

Exhibit 1

ESTIMATED ADMINISTRATIVE COSTSOF CONSULTATION AND TECHNICAL
ASSISTANCE EFFORTSFOR THE OTAY TARPLANT (PER EFFORT)

Biological
Critical Habitat Impact | Scenario Service Action Agency | Third Party Assessment?
. ) Low $260 $0 $600 $0

Technical Assistance -

High $680 $0 $1,500 $0

Low $1,000 $1,300 $1,200 $0
Informal Consultation -

High $3,100 $3,900 $2,900 $4,000

Low $3,100 $3,900 $2,900 $4,000
Formal Consultation

High $6,100 $6,500 $4,100 $5,600

@A third party bears the cost of abiological assessment. When no third party isinvolved, the Action agency
bears the cost.

Notes:

1. Low and high estimates primarily reflect variations in staff wages and time involvement by staff.

2. Technical assistance also has educational benefits to the landowner or manager and to the Service.

3. For the purposes of this analysis, internal consultations are assumed to cost approximately the same amount
asinformal consultations, unless other indicated.

Sources: |Ec analysis based on datafrom the Federal Government General Schedule Rates, Office of Personnel
Management, 2002, areview of consultation records from several Service field offices across the country, and
communications with Biologistsin the Service.

Project modifications may be agreed uponduring both informal and formal consultations. The
costs of modifications are estimated on a case-specific basis, relying oninformation provided by the
Service, action agencies, and private parties involved in the consultations.
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24 Economic | mpacts

Economicimpactsfor the three units that make up the proposed critical habitat designationfor
the tarplant are described below. At the end of the section, we discuss activities or regulations that
have broader cost implications across multiple parcels. Theseinclude adiscussion of the Service's
internal consultation associated with the approval of the Chula Vista subarea plan and potentia
secondary impacts related to CEQA.

24.1 Sweetwater/Proctor Valley Unit

The Sweetwater/Proctor Valley Unit (Unit 1) isthe largest of the three units, encompassing
3,865 acres. Theunitincludesfederally-owned landsthat are part of the SDNWR, land owned by the
SWAWD and the Otay Water District, county land known as the Sweetwater Regional Park, and
private lands owned by McMillin-Rolling Hills Ranch, LLC (Rolling Hills Ranch), BellaLago, LLC
(BellaLago), and various landowners in the San Miguel Mountains.

San Diego National Wildlife Refuge

The SDNWR is federally-owned land that is managed by the Service. The primary
management goal sfor the Refuge are "to conserve (A) fishor wildlife which arelisted asendangered
species or threatened species...or (B) plants."® The SDNWR is home to several endangered or
threatened species, including the tarplant, coastal California gnatcatcher, least Bell's vireo,
southwestern willow flycatcher, Quino checkerspot butterfly, arroyo toad, and vernal pool species.
Three land management activities are likely to be undertaken on the Refuge that may require future
internal consultations within the Service. These activities include the development of a Fire
Management Plan; plant management activities on parcel sof land to be donated by SanMiguel Ranch;
and plant management and weed abatement measures throughout the entire Refuge. Each of these
internal consultationsislikely to be formal.?’

The Service is currently developing a Fire Management Plan for the Refuge. The
implementation of this plan will likely require an internal consultation between the managers of the
SDNWR and the Carlsbad FWO some time in the next ten years.® Based on the estimatesin Exhibit
1, administrative costs for completing the consultationarelikely to be approximately $3,900 to $6,500
for the managers of the SDNWR and approximately $3,100 to $6,100 for the Carlsbad FWO.%®

%16 U.S.C. 1534 (Endangered Species Act of 1973)
2’Personal Communication with Carlsbad FWO, March 5, 2002.
#Pegrsonal communication with Biologist, SDNWR, November 26, 2001.

PBecausethisisaninterna consultationand the Refuge tries to conserve endangered species
and natura habitat, regardlessof the ESA, thisanalysisassumesthat formal consultations betweenthe

14



45.

46.

47.

Draft - July 2002

Accordingto representatives of SDNWR, project modifications associ ated with the Fire Management
Planare unlikely.®* Thetotal cost to the Service for this consultation islikely to be between $7,000
and $12,600. Becausethe Servicewasaware of the presence of thetarplant in the Refuge prior to the
designation of critical habitat, this consultation is attributable co-extensively to the listing of the
species.®!

The Service also plans to undertake weed control measures and the removal of exotic species
from the Refuge. In particular, the Service will focus these efforts on two parcels of land (referred
to in this rule as subunits 1C and 1D) recently donated to the Refuge by the owners of San Miguel
Ranch through a settlement agreement. Under the settlement agreement, the Service is committed to
actively managing these parcels, with agoal of reducing exotic plants on these landsto ten percent or
less. A formal section 7 consultation will likely beinitiated in regard to these management activities.
The cost to the managers of the SDNWR is likely to be approximately $3,900 to $6,500 and the cost
to the Carlsbad FWO is likely to be approximately $3,100 to $6,100. The total cost of this
consultationto the Serviceislikely to be $7,000 to $12,600. Thisconsultationislikely to have been
initiated because of the presence of the tarplant and other species, even in the absence of critical
habitat designation.®> As a result, the costs to the Service may be attributed co-extensively to the
listing of the tarplant.

In addition to the weed abatement and control activities occurring on the parcels of land
donated by San Miguel Ranch, other general weed control activities are likely to take place in the
Refuge.®® The Service estimatesthat there may be one additional formal internal section 7 consultation
as aresult of these activities.®** The administrative costs of this consultation are estimated to be
approximately $3,900 to $6,500 for the managers of the SDNWR and approximately $3,100to $6,100
for the Carlsbad FWO. Intotal, the consultation is likely to cost the Service approximately $7,000
to $12,600 and is attributable co-extensively to the listing of the tarplant.®

Thetotal cost resulting from these potential consultationsisapproximately $11,700to $19,500
for the managers of the SDNWR and $9,300 to $18,300 for the Carlsbad FWO. Thetotal sumof costs
to the Service regarding these activitiesis likely to be approximately $21,000 to $37,800. Project

SDNWR staff and Carlsbad FWO staff will not include biological assessments.
Personal communication with Biologist, SONWR, January 4, 2001.
31Personal communication with Biologist, SDNWR, November 26, 2001.

%Personal communication with Biologist, SDNWR, November 26, 2001 and February 26,
2002; Email communication with Biologist, SDNWR, December 5, 2001.

3Personal communication with Biologist, SDNWR, November 26, 2001.
3Personal communication with Biologists, Carlshad FWO, January 2, 2002.
*Persona communication with Biologist, SONWR, January 4, 2001.
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modifications resulting from these consultations are not anticipated, because refuge activities are
designed to conserve the species and its habitat.* All of these costs can be attributed co-extensively
to the listing of the tarplant.

Sweetwater Authority Water District

The SWAWD, a publicly-owned water agency, owns land in the northwest portion of Unit 1,
which surrounds the Sweetwater Reservoir. The SWAWD actively manages land in this area to
protect the drinking water reservoir. Thisareaal so supportsanumber of listed species, including the
coastal California gnatcatcher, arroyo toad, least Bell'svireo, and the tarplant. 1n 1996, the Service
completed aformal consultation with SWAWD that was initiated based on the presence of the least
Bell's vireo and that included a conference opinion for the tarplant. The consultation reviewed the
proposed implementation of the first phase of SWAWND's Urban Runoff Diversion System.*’

The SWAWD is one of four water districts jointly developing a subregional plan under the
NCCP, called the Joint Water Agencies Subregional Plan. The districts expect to complete the plan
in 2002. The finalization of this plan will require an internal, formal consultation between Service
personnel .*® The consultation is estimated to cost the Service a total of approximately $7,000 to
$12,600. * Becausewater district officialshave ahistory of past consultationswith the Service, and
because this consultation would take place eveninthe absence of critical habitat due to the presence
of the tarplant, as well as the other species listed above, the cost of this consultation is attributable
co-extensively to the listing of the tarplant.

The SWAWD is aso planning to build afishing access area a ong the southern border of the
reservoir as part of the Sweetwater Reservoir Shoreline Fishing Program. The SWAWD routinely
contacts the Service prior to initiating development projects because of its existing high level of
habitat management. For the fishing access program, the SWAWD contacted the Service and

%Personal communication with Biologist, SDNWR, February 26, 2002.
3"Personal communication with Biologist, SWAWD, December 8, 2001.

BCalifornia Department of Fish and Game, NCCP: Update, Status of NCCP Planning
Efforts, http://www.dfg.ca.gov/nccp/status.htm, as viewed on February 25, 2002.

3CFO personnel haveindicated that the effort invol ved incompl eting aninternal consultation
associated with the approval of a subarea plan islikely to be low, because the Service would have
already completed a lengthy HCP approval process where it would have considered al of the
potential impactsto speciesand habitat included inthe proposed plan. The Serviceishighly unlikely
to re-open this deliberation or to disagree with the conclusions it reached during the HCP approval
process. In addition, athough the number of species include in the consultation may be large,
requiring a lengthy biological opinion, the drafting of supporting documentation for the interna
consultationwould rely heavily on documentation already drafted by the Service for the approval of
the HCP.
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determined at that time that no Federal nexus exists for the project.®® As aresult, further costs for the
fishing program resulting from critical habitat are unlikely.

Inadditionto the proposed fishing program, SWAWD regularly undertakes other management
activitiesinthe area of the proposed designation, including weed eradi cationand operationof awater
treatment plant. No Federal nexuses exist for either of these activities, and therefore, these
management activities are not expected to be impacted by the designation of critical habitat.

Otay Water District

Otay Water District, located in Unit 1B of the proposed designation, isapublicly-owned water
and sewer service agency. The proposed critical habitat is within a biological reserve of 230 acres
known as the San Miguel Habitat Management Area(HMA), which presently serves as a mitigation
bank for District project impacts. The land within the designation was included in the HMA in
February 1999 when a section 7 consultation between the Army Corps of Engineers (ACOE) and the
Service, originally initiated on behalf of the coastal Californiagnatcatcher, was reinitiated on behalf
of the tarplant.*

Otay Water Districtis currently developing asubareaplan of the MSCP. |f the subarea plan
is implemented, the HMA lands will function as components of the MSCP preserve system. Otay
Water District intends to finalize the plan in 2002.#> The finalization of the plan will trigger an
internal, formal consultation between Service personnel. The consultation will cost the Service
approximately $7,000 to $12,600. Because the Service was aready aware of the presence of the
tarplant at this parcel, thisinternal consultation would have taken place in the absence of critical
habitat designation and, therefore, is attributable co-extensively to the listing of the tarplant.

“OPersonal communication with Biologist, SWAWD, December 8, 2001.

“Personal  communication with Engineer, Otay Water District, December 27, 2001;
Reinitiation of the Biological Opinion for Otay Water District's Capital Improvement Program,
County of San Diego, California (1-6-94-F-42-R1), U.S. Fish and Wildlife Service, Ecological
Services, Carlsbad Field Office, February 16, 1999.

“2California Department of Fish and Game, NCCP: Update, Satus of NCCP Planning
Efforts, http://www.dfg.ca.gov/ncep/status.htm, as viewed on February 25, 2002.
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Sweetwater Regional Park

Sweetwater Regional Park has a substantial camping ground ontop of Summit Site, ahill that
overlooks Sweetwater Valley. Asidefromthe campground, theareaisprimarily open space. At this
time, no activities are proposed for the park land that woul d be impacted by the designation of critical
habitat.*

Ralling Hills Ranch Development

Rolling Hills Ranch is owned by McMillin-Rolling Hills Ranch, LLC, which purchased the
development from Pacific Bay Homes in March, 2002. The development property occupies atotal
of approximately 1,200 acresthatwill eventually containalmost 2,400 residential units. Thewestern
part of the Rolling Hills Ranch property (Phase 1) haseither already been developed or is currently
under development, and thisareais not included inthe proposed designation. The eastern part of the
property (Phase 2) is slated to begin development shortly, and a portion of thissectionisincludedin
the proposed designation.*

The Rolling Hills Ranch project was originally proposed to the City of Chula Vigta in the
1980's, at which time an EIR was completed under CEQA. The plan was approved by the city in
1991, but the project was put on hold by the developer until 1997, when construction of Phase 1
began. Alsointhe early 1990s, the City of ChulaVista started developing its subarea plan as part of
the MSCP. Due to the amount of time that had el apsed since the completion of the EIR, the discovery
of tarplant in Phase 1 of the project, and the number of new species that had been federally or state-
listed as endangered during that time period, the Service and local resource authorities requested
additional informationfromthe developersin order to include take associated with development of
this project under the proposed subarea plan and incidental take permit. As a result of these
discussions, the Rolling Hills Ranch project was included in the draft subarea plan, along with
specific conditions for coverage of Phase 2 of the project.

Additional surveying on the property identified 27,699 standing tarplants, four Quino
checkerspot butterflies, and 29,774 variegated dudleya, which are state-listed, on the undevel oped
portion (Phase 2) of the Rolling Hills Ranch property, leading to re-negotiation of the proposed
project. On July 19 and 20, 2001, Pacific Bay Homes met with the City of ChulaVista, the Service,
and the CDFG to resolve remaining i ssues so that Rolling HillsRanch coul d be covered under the City
of Chula Vista's subarea plan and incidental take permit. Boundaries of the Rolling Hills Ranch
development were revised to set aside a portion of the property as preserved land, in addition to a
number of other modifications designed to address the impacts of development onthe tarplant and on
the tarplant’ s habitat in the event that the critical habitat designation encompassess a portion of the

4 Personal communication with Departmental Biologist, Sweetwater Regional Park,
December 18, 2001 and March 6, 2002.

4 Public Comments, Letter from Mark J. Dillon to Jim Bartel, Field Supervisor of the
Carlsbad FWO, August 13, 2001.
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project.”® These project modificationswere formalized in aletter of agreement between the Service,
the CDFG, the City of Chula Vista, and Pacific Bay Homes, signed on July 19, 2001.¢ The
modifications agreed to on July 19 and 20, 2001 and their associated costs are listed below:

C

The netloss of 50 residential lots, eachwith an approximate residual land value of $250,000
(average lot value of $400,000 minus $150,000 for devel opment costs and fees), for a total
loss of approximately $12.5 million. The magjority of this net loss (approximately $11.25
million) represents efforts to limit effects to two other species al so found at the site, the Quino
checkerspot butterfly, which is federally-listed, and the variegated dudleya, which is state-
listed;*

The purchase of 5.8 acres of mitigation land at the San Miguel Mitigation Bank at a cost of
$25,000 per acre, including management, for atotal cost of $145,000;

The purchase of one ten-acre parcel withinthe MSCP Preserve at a cost of $275,000, plus an
additional $12,000 for management and $15,000 in administrative costs, for a total cost of
$302,000;

Brushmanagement inthe formof sel ective weeding, whichincreases the cost of normal brush
management activities by up to $4,000 per acrefor six to eight acres. The selective weeding
may also need to be done at arate of twice per year, rather than at the previous rate of once
per year. Thetotal annual additional costs range from $24,000 per year to $72,000 per year,
for atotal ten-year cost of approximately $240,000 to $720,000;%

An endowment to fund activitiesin the Tarplant Management Area (TMA), which includes
$100,000 for management activities, plus an additional one-time cost of approximately
$30,000 to $50,000 for consultant fees and development of the management plan, for a total
cost of approximately $130,000 to $150,000;

Transfer of topsoil containing tarplant seed during grading at an additional cost of $1.50 per
cubic yard over ten acres, for atotal cost of approximately $72,600; and

4 Personal communication with Environmental Projects Manager, City of Chula Vista,

December 7, 2001.

46 Letter from Mark Durham, Army Corps of Engineers, to JimBartel, U.S. Fishand Wildlife

Service, dated March 14, 2002, obtai ned fromthe Carlshad FWO (“ L etter of Agreement with USFWS
and CDFG - July 18, 2001" attached).

47 Letter of Agreement with USFWS and CDFG - July 18, 2001,” Exhibit “A” - Proposed

Alternative, Rolling HillsRanch, prepared by Helix, May 8, 2001, obtained fromthe Carlsbad FWO.

48 Standard weed management activities cost approximately $1,000 per acre.
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C Transfer of the title of aportion of open space onthe property to a conservation organization
for inclusion in the subarea plan as MSCP Open Space, estimated to cost approximately
$240,000.%

The total cost of these project modifications that address the tarplant, Quino checkerspot
butterfly, and the variegated dudleyais estimated to be approximately $14 million. Only a fraction
of these costsis directly attributable to the tarplant.>

As described above, the primary reason for the discussions resulting in these project
modifications wasthe M SCP planning process. However, arepresentativeof McMillin-Rolling Hills
Ranch, LLC, hasindicated that adevel oper’ s motivation, inpart, for entering into the M SCP planning
process is to streamline future consultations with the Service® Therefore, although the legal
enforcement of the MSCP Plan is through section 4(d) of the Act for the California gnatcatcher and
through section 10 for the other 85 species, a portion of the project modification costs may be
attributable to section 7. It is aso important to note that, in the absence of section 7 consultation or
the M SCP planning process, thesetypesof project modificationsmay have been recommended by the
CDFG during review of an EIR under CEQA or issuance of an incidental take permit under CESA %2
Inaddition, many of the project modifications described above are designed to mitigate impacts to the
Quino checkerspot butterfly and the variegated dudleya, as well as the tarplant.

McMillin-Rolling Hills Ranch, LLC would like to proceed with Phase 2 of the devel opment
as soonas possible, rather thanwait for the ChulaVista subarea planto befinalized. For thisreason,
the developer applied to the ACOE for a permit under section 404 of the Clean Water Act, and a
consultationwiththe Serviceregarding thispermitispossible.>® Administrative costsassociated with
thisformal consultation are estimated to be approximately $3,900 to $6,500 for the ACOE, $6,900
t0 $9,700for McMillin-Rolling Hills Ranch, LLC, and $3,100 to $6,100 for the Service. Becausethe

49 Aspart of thetransfer of titleto aconservation organization, McMillin-Rolling Hills Ranch,
LLC must provide an endowment for the future management of thatland. Endowment costs, including
aninstallationfactor, are expected to be approximately $60 per acre per year. Thetota costs assume
that the endowment will cover a 20-year period and earn afive percent rate of return.

%0 The proposed project modifications and associated costs were obtained from “Letter of
Agreement with USFWS and CDFG - July 18, 2001,” Exhibit “A” - Proposed Alternative, Rolling
Hills Ranch, prepared by Helix, May 8, 2001, obtained from the Carlsbad FWO and personal
communication with McMillin-Rolling Hills Ranch, LLC, April 30, 2002.

*1 Personal communication with McMillin-Rolling Hills Ranch, LLC, April 30, 2002.

%2 |n addition to the project modifications agreed to in July, McMillin-Rolling Hills Ranch,
LLC isupdating the EIR for this project under CEQA.

53 “|_etter fromMark Durham, Army Corpsof Engineers, to JimBartel, U.S. Fishand Wildlife
Service, dated March 14, 2002."
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devel opers and the Service were aready aware of the presence of the tarplant, aswell as other listed
species, prior to the proposed designation of critical habitat, this consultation is attributable co-
extensively to the listing of the species. No additional modificationsto the project footprint, beyond
those agreed to in July 2001, are expected to result from this consultation. However, because the
project modifications are due, in part, to the devel opers desireto streamlineits section7 consultation
throughthe ACOE, the fraction of the costs of those project modifications associated with thetarplant
is included in the upper bound estimate of total section 7 costs.

Thetotal costs of thisconsultationare expected to be approximately $14 million. Themajority
of these costs, approximately $11.25 million, result from the conservation of open space (i.e., 45
residential lots that would otherwise have been developed) occupied by the Quino checkerspot
butterfly and the variegated dudleya. Therefore, project modification costs associated with the
tarplant are estimated to be $2.75 million.

Bedlla L ago Residential Community

Bella Lago is the owner and developer of a 180-acre residential project, the Bella Lago
residential community. The BellaLago development project is anticipated to be included under the
City of ChulaVista's subarea plan, and Bella Lago has been actively involved in meetings with city
officials and the Service regarding the formation of the subarea plan, including the July 19 and 20,
2001 meeting with Pacific Bay Homes, other devel opers, the City of ChulaVista, the Service, and the
CDFG. Under the proposed subarea plan, Bella Lago has agreed to mitigate its project's impact to
endangered species through avoidance, preserve design, and offsite mitigation.>

Assuming that Chula Vista's subarea plan is finalized in its current form and Bella Lago's
development plans do not change, the measures identified in July to be incorporated into the City of
Chula Vista' s subarea plan are expected to address the project’s impact to the tarplant. Those
measures were designed to meet the criteria under section 10 of the Act for issuance of an incidenta
take permit. Asexplained later in section 2.4.4, approval of the city’ s subareaplanand issuance of
an incidental take permit will require an internal consultation under section 7 that will address the
Bella Lago project. However, no additional measures beyond those identified to meet section 10
issuance criteria are expected to be imposed by the project. In particular, the designation of critical
habitat i s not expected to result in any additional costs tothedeveloper. At thistime, BellaLago does
not anticipate that activities proposed at this site will result in any additional section7 consultation
based on the apparent lack of any other Federal nexus.* Asaresult, the designation of critical habitat
IS not expected to impact this parcel.

% Public Comments, Letter from James E. Whalen to Jim Bartel, Field Supervisor of the
Carlsbad Fish & Wildlife Service, August 13, 2001.

% Personal communication with Environmental Projects Manager, City of Chula Vista,
December 7, 2001; Personal communication with Turf Biologist, Carlshad FWO, December 31, 2001.
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San Migud Mountains/County of San Diego Major Amendment Area

Most of Unit 1B of the proposed designationincludes private lands that exist outside the city
limits of Chula Vista and that fall under the jurisdiction of the County of San Diego. This areais
within a Major Amendment Area of the county's existing subarea plan. These lands are primarily
undevel oped, rugged terrain around the San Miguel Mountains. The steeply sloping terrain makes
development of this areaunlikely.>® No proposals for development of this land exist at this time.®
Due to the lack of proposed activity on these lands, impacts associated with the critical habitat
designation are unlikely.

24.2 ChulaViga Unit

The Chula Vista Unit (Unit 2) is the smallest of the three units, encompassing 515 acres of
land. The unit is primarily comprised of lands owned by the City of Chula Vista or held under
conservation easement. 1n addition, asmall section of thisunit isowned by Allied Waste Industries,

Inc., operators of the Otay Landfill.

City of Chula Vista Preserve Design L ands

Units 2A through F and part of 2G are owned by the City of Chula Vista or held under
conservationeasement. Theselandsare primarily canyons, which have retention basins, sewer lines,
and either natural or improved drainage channels.

These areas are designated as "Open Space Districts' by the Chula Vista General Plan.®
Additionally, they are proposed as preserve design areas in Chula Vista's subarea plan. The
combination of these elements make future devel opment of these areas unlikely.

Activitiesrelated to the maintenance of drainage infrastructuresin these canyons may require
a permit from the ACOE pursuant to section 404 of the Clean Water Act, resulting in a section 7
consultation with the Service. For example, Long Canyon (referred to as Unit 2A in the proposed
designation) contains aretentionbasin called Long Canyon Dam. Approximately twice in tenyears,
the city has obtained permits fromthe ACOE to remove silt from the basin and perform maintenance
ondownstreamchannels. Both the Service and the CDFG reviewed the projects, and the CDFG asked

%6 Personal communicationwith Office of General Services, County of San Diego, December
19, 2001.

5" Personal communicationwith Department of Land Useand Planning, County of San Diego,
December 18, 2001.

% Personal communication with Environmental Projects Manager, City of Chula Vista,
December 7, 2001; City Council and Planning Commission, Chula Vista General Plan, ChulaVista,
CA, September 1995.
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the city to prepare a two-year plan for re-vegetating and monitoring areas impacted by heavy
equipment. Unit 2H contains a newly built retention basin that will require the same type of
mai ntenance.

Based on past requirements, city officias estimate the need for five new section 7
consultations rel ated to the mai ntenance of retentionbasins and channelsover the next tenyears.®® The
Serviceindicates that the consultations will most likely beinformal.®® Each informal consultationis
estimated to cost approximately $1,300 to $3,900 for the ACOE, $1,200 to $6,900 for the City of
Chula Vista, and $1,000 to $3,100 for the Service. In addition, the Service may require project
modifications, such as changing the staging area for heavy machinery, bringing equipment in on
different roads, or doing the work at a time of year that is favorable for the seedbank.®! Based on
conversations with ACOE offices throughout the country, these types of project modifications are
unlikely to have significant costs, if any.®

Because of the MSCP Plan, surveys have been conducted, and the Service is aware of the
locations of thetarplant in thisarea. Asaresult, al five informal consultations are attributable co-
extensively to the listing of the tarplant. The total section 7 costs from the five consultations are
estimated to be approximately $6,500 to $19,500 for the ACOE, $6,000 to $34,500 for the City of
Chula Vista, and $5,000 to $15,500 for the Service.

Allied Waste I ndustries, Inc.

The southern portion of what isreferred to inthe proposed ruleasUnit2Gis owned by Allied
Waste Industries, Inc., the corporation that operates the Otay Landfill. The County of San Diego and
the Otay L andfill agreed that the company will not build alandfill onthisparcel. Theareaiscurrently
undeveloped, and Allied Waste Industries has no plans for activitiesonthis parcel that would trigger
asection 7 consultation based on the presence of a Federal nexus® As a result, this parcel is not
expected to be impacted by the designation of critical habitat.

%9 Personal communication with Director of Public Works, City of Chula Vista, January 2,
2002; Personal communi cationwith Assistant Director of Public Works, City of ChulaVista, January
8, 2002.

% Personal communication with Biologist, Carlshad FWO, January 9, 2002.
1 1bid.

%2 Draft Economic Analysis of Critical Habitat Designation for the Rio Grande Slvery
Minnow, prepared by Industrial Economics, Inc., February 2002.

%3 Personal communicationwith Office of General Services, County of San Diego, December
19, 2001; Personal communication with Otay Landfill, December 28, 2001.
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24.3 Otay Valley/Big Murphy's Unit

The Otay Valley/Big Murphy's Unit(Unit 3) encompasses approximately 2,249 acres of land.
The unit includes Federal lands owned by the INS, private land known as the Otay Ranch Land
Preserve, and an area known as Big Murphy's Hill belonging to several private landowners.

| mmigration and Natur alization Service

ThelNSownsarelatively small parcel of land included inthisunit. In 2001, the INSinitiated
aninformal section 7 consultation with the Service regarding aproposal to build and operate anINS
facility onthisland. At that time, the Service determined that the INS proposal would not impact the
tarplant or its habitat. The Service does not anticipate a need to proceed to formal consultation for
this project after the designation of critical habitat for the tarplant. No other activitiesare planned at
this site that would require consultations. Therefore, this parcel is unlikely to be impacted by the
designation of critical habitat.*

Otay Ranch Land Preserve

Approximately 1,834 acres of private land knownas the Otay Ranch Land Preserve make up
Unit 3A. Otay Ranch actually encompasses 23,000 acres, including land beyond the City of Chula
Vista, and 11,375 of those acres are set aside as the Otay Ranch Land Preserve. Boththe ChulaViga
General Plan and the Otay Ranch General Development Plan propose that this area be used as
conservationland to mitigate development in other parts of the ranch. In addition, theareain Unit 3A
is designated as preserve design land in the City of Chula Vista's proposed subarea plan under the
MSCP.%

City officialsindicate that they are proposing to build a sewer line through the northeastern
portionof thisparcel, in an area of Otay Ranchknownas Salt Creek. The proposed sewer linewould
run from the northern part of Salt Creek, south to the Otay River Valley, and west along the Otay
River. This proposed sewer line will serve the Otay Ranch developments north of the Otay Ranch
Land Preserve. Thisactivity will likely require a permit pursuant to section 404 of the Clean Water
Act. The Service expects that there will be an informal consultation initiated for the Quino
checkerspot butterfly, and that the critical habitat of the tarplant will likely be included in that
consultation. The cost of theinformal consultation isestimated to be $1,300 to $3,900 for the ACOE,
$1,200 to $6,900 for the City of Chula Vista, and $1,000 to $3,100 for the Service. This analysis
attributes the costs of this consultation to the designation of critical habitat for the tarplant, but,

54 Personal communication with Carlsbad FWO, December 27, 2001.

 Personal communication with Environmental Projects Manager, City of Chula Vista,
December 11, 2001; City Council and Planning Commission, Chula Vista General Plan, ChulaVista,
CA, September 1995; Otay Ranch Joint Planning Project, Otay Ranch General Development Plan,
Otay Subregional Plan, ChulaVista, CA, October 28, 1993.
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because the consultation will primarily address the Quino checkerspot butterfly, thisis likely an
overstatement of costs attributable to the tarplant.

Other development activity that may take place on this parcel is the construction of roads.
However, at thistime, no new roadsareplanned. Therefore, the analysisassumesthat thisparcel will
not face additional impacts beyond those associated with the construction of the sewer line.

Big Murphy's Hill/County of San Diego Major Amendment Area

The Big Murphy's Hill area lies outside the limits of the City of ChulaVistaand is primarily
undeveloped land owned by afew private landowners. The U.S. Border Patrol actively patrols the
areafor illegal immigrants. As a result, the Service began a programmatic consultation with the
Border Patrol to ensure that these activities are not likely to jeopardize the continued existence of
between 30 and 50 federally and state-listed species, including the tarplant, thatinhabitthearea. This
consultation is not expected to be prolonged or reinitiated as a result of the designation of critical
habitat, because project activities considered in the consultation will not take place within the area
of the proposed critical habitat designation.®® Therefore, the proposed designation is unlikely to
impact Border Patrol activities.

All of theland in this areais designated as either a Minor or Mg or Amendment Areaunder
the County of San Diego's existing subareaplan. At thistime, no activitiesare proposed for thisarea.
As aresult, the designation of critical habitat is unlikely to impact landowners in this subunit.

24.4 Approval of the City of Chula Vista Subarea Plan

Inadditionto the potential impacts discussed in the previous sections, one additional internal,
formal consultationwill berequired for approval of the City of ChulaVista's subareaplan. Theplan
isdescribed insection1.3.4 and islikely to be approved inlate 2002. Thisoneinterna consultation
will address all activities covered by the subarea plan. Affected areas withinthe proposed critical
habitat designationincludethe Rolling HillsRanch devel opment, BellaLago Residential Community,
City of ChulaVigta preserve design lands, and Otay Ranch Land Preserve. Theinternal consultation
is expected to cost the Service approximately $7,000 to $12,600. This analysis distributes that cost
across the three units of the designation, because the subarea plan will affect lands within all three
units. Thisinternal consultation would have occurred because of the presence of the listed species
covered in the plan, including the tarplant, and is, therefore, attributable co-extensively to the listing
of the tarplant. This conclusion may overstate costs which are attributable in part to other listed
Species.

% Personal communication with Biologist, Carlshad FWO, December 27, 2001.
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245 Secondary CEQA Impacts

Section 15065 of Article 5 of the CEQA regulations state that a lead agency must prepare an
EIR for projects that "substantially reduce the habitat of fish and wildlife species, cause a fish or
wildlife population to drop below sdlf-sustaining levels, threaten to eliminate a plant or animal
community, reduce the number or restrict the range of an endangered, rare or threatened species, or
eliminate important examples of the major periodsof Californiahistory or prehistory.” Asdiscussed
insection 1.3.2 of thisanalysis, thedesignationof critical habitat for the tarplant is not likely to cause
any additional costs associated with CEQA for lands that are known to betarplant or other wildlife
species habitat. However, the proposed designation of critical habitat may provide new information
about area that are within the geographical area occupied by the tarplant. Thus, the designation of
critical habitat may increase the knowledge about the range of the tarplant for project devel opers and
permitting agencies.

Extensive surveying accompanied the development of the various subarea and subregional
plans included in the boundaries of the MSCP Plan. As aresult, the locations of Otay tarplant were
mapped out prior to the designation of critical habitat. The designation isnot expected to provide any
additional information about the plant's location, so no secondary CEQA impacts are anticipated.

25 Summary of Economic | mpacts

Exhibit 2 summarizesthe expected admini strative and project modification costsresulting from
section 7 implementation for the Otay tarplant in the critical habitat area. Total section 7 costs,
including costs associated with the jeopardy provision, are conservatively estimated to be $2.8
million to $2.9 million. This estimate likely overstates actual section 7 costs, because it includes
costs that are also attributable to other species aswell as other State regulations.

As part of the MSCP process, tarplant surveys have been conducted and many occupied areas
have been mapped. Asaresult, for most of the proposed activitieswithin the proposed critical habitat
boundaries, the potentially impacted landowners or managerswere already aware of the presence of
the tarplant on at least a portion of their property prior to the proposal critical habitat. The critical
habitat designation will not provide new information about the potential presence of the tarplant to
most of the potentially affected parties. In addition, most of the parcels where impacts are expected
areoccupied by thetarplant. Asaresult, the costsattributable solely to critical habitat, approximately
$3,500 to $13,900, are much smaller that the total section 7 costs.
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Exhibit 2
SUMMARY OF POTENTIAL ECONOMIC IMPACTSWITHIN PROPOSED CRITICAL HABITAT FOR THE
OTAY TARPLANT OVER TEN YEARS
Critical Potentially Affected Potentially Affected Activity Estimated Section 7 Costsdueto
Habitat Party Costs Critical Habitat
Unit
City of ChulaVigta? City of ChulaVistaSubareaPlan | $2,333 to $4,200¢ None
Unit 1 San Diego National Fire Management Plan $7,000 to $12,600¢ None
Wildife Refuge Weed Control and Exotic Species $7,000 to $12,600¢ None
Removal
Weed Abatement and Control $7,000 to $12,600¢ None
Sweetwater Authority Joint Water Agencies Subregional $7,000 to $12,600 None
Water District? Plan
Otay Water District® Otay Water District Subarea Plan $7,000 to $12,600 None
Roalling Hills Ranch Private Residential Devel opment $2.75 million None
BellaLago Private Residential Devel opment None None
City of ChulaVista® City of Chula Vista Subarea Plan | $2,333 to $4,200° None
Unit 2 City of ChulaVista Maintenance of Flood Control $17,500 to $69,500 None
Preserve Design Lands Infrastructure
Unit 3 City of ChulaVigta® City of ChulaVista Subarea Plan | $2,334 to $4,200° None
Otay Ranch Land Congtruction of Sewage Line $3,500 to $13,900° $3,500 to $13,900°
Preserve
TOTAL | $2.8 million to $2.9 $3,500 to $13,900
million
@The Service bears the cost of these interna consultations rather than the landowners; the cost of each of these internal
consultations is equal to that of an informa consultation without a third party.
bThe additional $11.25 million in project modification costs described in section 2.4.1 are primarily to address the federally-listed
Quino checkerspot butterfly and the state-listed variegated dudleya, thus they are not included in this analysis of section 7 costs
related to the Otay tarplant.
“The cost of the internal consultation for the city's subarea plan is divided evenly between Units 1, 2, and 3, because all these units
have lands and activities covered by the plan.
9The cost of each of these forma internal consultations is approximately equivalent to aformal consultation without a third party
or ahiological assessment.
eThese costs are incurred by the Service and the City of ChulaVista.
Note: Costs may not add up due to rounding.

2.6 Potential | mpactsto Small Businesses

Under the Regulatory Flexibility Act (as amended by the Small Business Regulatory
Enforcement Fairness Act (SBREFA) of 1996), whenever a Federal agency isrequired to publish a
notice of rulemaking for any proposed or final rule, it must prepare and make available for public
comment aregulatory flexibility analysis that describes the effect of the rule on small entities (i.e.,
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small businesses, small organizations, and small government jurisdictions).®” However, noregulatory
flexibility analysisisrequiredif thehead of an agency certifiesthat the rule will not have asignificant
economic impact on a substantial number of small entities.®®* SBREFA amended the Regulatory
Flexibility Act to require Federal agenciesto 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.
Accordingly, the following represents a screening level analysis of the potential effects of critical
habitat designation on small entities to assist the Secretary in making this certification.

Thisanalysis determineswhether critical habitat potentially affects a" substantial number" of
small entitiesin counties supporting critical habitat areas. 1f asubstantial number of small entitiesis
affected, thenital so quantifiesthe probable number of small businesses that experience a"significant
effect.” While SBREFA does not explicitly define either "substantial number” or "significant effect,”
the Small Business Administration (SBA) and other Federal agencies haveinterpreted theseterms to
represent an impact on 20 percent or more of the small entitiesinany industry and an effect equa to
three percent or moreof abusiness' annua sales.® Inbothtests, thisanalysis conservatively examines
the total estimated section7 costs calculated in earlier sections of thisreport, including those impacts
that may be “attributable co-extensively” with the listing of the species.

2.6.1 Identification of Activities That May Involve Small Entities

Section 2.4 of this report identifies land use activities that are within the proposed critical
habitat designation for the tarplant that are expected to be affected by section 7 of the Act. The
following land use activities were identified as being potentially impacted by section 7
implementation (i.e., requiring consultations or project modifications) under the “without section 7"
scenario:

. Development of a Fire Management Plan for the San Diego National Wildlife Refuge;

. Weed abatement measures and control activities and exotic plant removal at the San Diego
National Wildlife Refuge;

¢ 5U.S.C. 601 et. seq.

% Thus, for aregulatory flexibility analysis to be required, impacts must exceed a threshold
for "significant impact” and athresholdfor a"substantial number of small entities.” See5 U.S.C. 605
(b).

®SeeU.S. Small BusinessAdministration, The Regulatory Flexibility Act: AnImplementation
Guide for Federal Agencies, 1998, accessed at http://www.sba.gov/advo/laws rfaguide.pdf on
December 3, 2001.
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. Private residential development;
. Maintenance of drainage infrastructure on lands owned by the City of ChulaVista;
. Construction of new sewer lines by the City of ChulaVista;

. Approval of subregiona plans for Sweetwater Authority Water District and Otay Water
Didtrict; and

. Approval of the City of Chula Vista' s subarea plan.

Of the projects that are potentially affected by section 7 implementation for the tarplant, two
occur on exclusively on Federal lands and do not have third party involvement (i.e. only the Action
agency and the Service are expected to beinvolved). Thus, small entities should not be affected by
section 7 implementation for activities on lands within the San Diego National Wildlife Refuge.

In addition, the SBREFA defines a "small governmental jurisdiction” as "governments of
cities...with apopulation of less thanfifty thousand."™® Because ChulaVistahas apopulation of over
150,000 people, the city government is not considered a small entity. As such, impacts associated
with consultations with the City of Chula Vista are not included in this screening analysis.

The SBA sets size standards for for-profit small businesses, including a size standard for

water supply systems of $6 millionin average annual receipts (alsoreferred to assalesor revenues).”
However, Sweetwater Authority Water District and Otay Water District are both publicly-owned
water supplies, managed by an elected Board of Directors.”? When assessing regulatory impacts on
public drinking water systems, the U.S. Environmental Protection Agency defines asmall entity asa
public water systemthat serves 10,000 or fewer persons.” Thiscutoff correspondsto adistinct break
in certainkey financia ratios. For example, residential customers comprise asmaller percentage of
water sales for systems serving more than 10,000 people. Since annual sales per connection are
significantly higher for nonresidential customers, larger syslems generally earnhigher per-connection

©U.S.C. §601.

1U.S. Small Business Administration, “ Table of Small Business Size Standards,” accessed
at http://www.sha.gov/s ze/indextableofsize.html on June 26, 2002.

2 Sweetwater Authority, “Our Water,” accessed at http://www.sweetwater.org/our_water on
June 26, 2002 and Otay Water Didtrict, “About Otay - What isthe Otay Water District,” accessed at
http://www.otaywater.gov/about/about_home2.htm on June 26, 2002.

3 U.S. Environmental Protection Agency, “National Primary Drinking Water Regulation:
Consumer Confidence Reports; Final Rule,” August 19, 1998 (63 FR 44511).

29



90.

91.

Draft - July 2002

revenues. Inaddition, in developing the 1996 Amendmentsto the Safe Drinking Water Act, Congress
expressed particular concern about systems of this size. Both the Sweetwater Authority Water
Districtand the Otay Water District serve popul ations greater than 10,000 persons.™ Assuch, effects
of section 7 on these water districts are not considered in this screening analysis.

Two developers, McMillin-Rolling Hills Ranch, LLC and Bella Lago, were identified as
having a Federal nexus and therefore are potentially affected by section 7 implementation for the
tarplant. McMillin-RollingHillsRanch, LLC, owner of theRolling HillsRanch property, isexpected
to complete a section 7 consultation with regard to its application to the ACOE for a permit under
section 404 of the Clean Water Act and will experience costs associated with project modifications.
BellaLago is not expected to experience any additional costs asaresult of section7 for the tarplant.
Because it will not be affected by section 7 implementation for the tarplant, Bella Lago is not
considered in this screening anaysis.

2.6.2 Description of Affected Small Entities

The SBA defines small development businesses as having less than $5 million in average
annual receipts (also referred to as sales or revenues).”™ For the purposes of this SBREFA screening
analysis, the analysis assumes that McMillin-Rolling Hills Ranch, LLC is a small business. This
analysisalso limits the potential universe of affected entities to include all those withinthe county in
which critical habitat units lie; this interpretation produces far more conservative results than
including al entities nationwide.

* Sweetwater Authority, “Facts,” accessed at http://www.sweetwater.org/
our_water/facts.html onJune 26, 2002 and Otay Water District, “ About Otay - What i s the Otay Water
District,” accessed at http://www.otaywater.gov/about/about _home2.htm on June 26, 2002.

5U.S. Small Business Administration, “ Table of Small Business Size Standards,” accessed
at http://www.sha.gov/size/indextabl eofsize.html on June 26, 2002.
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2.6.3 Estimated Number of Small Businesses Affected: The“ Substantial Number” Test

There are approximately 478 residential development companiesin San Diego County, 414
of which are small businesses.” Because only one developer will be impacted by the proposed
tarplant critical habitat designation, less than one percent of small development companies are
potentially affected. Becauselessthan 20 percent of the small entitiesin thisindustry are impacted,
this analysis concludes that a significant economic impact on a substantial number of small entities
will not result fromthe designation of critical habitat for the tarplant. For adetailed discussion of the
potential significantimpactsonMcMillin-Rolling HillsRanch, LLC, seesection2.4.1 of thisanalysis.

2.7 Benefits

To determine the benefits of critical habitat designationfor the tarplant, this report considers
those categories of benefit that will be enhanced as a result of the listing of the species and the
proposed critical habitat designation.

The primary goal of listing a species under the Act is to preserve the listed species and the
ecosystems upon which they depend. However, various economic benefits, measured in terms of
regional economic performance and enhanced national social welfare, result from species
preservationaswell. Regiona economic benefitscan be expressed intermsof jobs created, regional
sector revenues, and overall economic activity. National social welfare valuesreflect both use and
non-use (i.e., existence) values and canreflect various categories of value. For example, use values
might include the recreational use of habitat area preserved as a result of the tarplant. Existence
values are not derived from direct use of the species, but instead reflect the satisfaction and utility
people derive from the knowledge that a species exists.

The following examples represent potential benefits derived from the listing of the tarplant
and, potentially, critical habitat:

C Ecosystem health. Absent the plant, other natural organisms may suffer. Actionsto
protect the tarplant may also benefit other organisms. Each one of these organisms
may provide some level of direct or indirect benefit to people.

6 Defined as businessesin SIC code 6552, and small businesses with sales of less than $5
million. See U.S. Small Business Administration, "Table of Size Standards,” accessed at:
http://www.sba.gov/size/indextableofsize.ntml onJanuary 9, 2002. Thisanalysisobtainsdataonthe
number of businesses that meet the SBA definition of "small" (annual salesless than $5.0 million for
SIC 6552) from aquery of the Duns Market Identifiers database (queried January 9, 2002).

31



96.

97.

Draft - July 2002

C Flood control. Preserving natural environments can also reduce future Federal
Emergency Management Agency (FEMA) and county expenditures on bank
stabilization and other flood control programs.

The extensive protection provided by the county and city subareas of the M SCP planand city
genera plan providefor many of these benefits. 1n addition, the benefitsidentified above arise from
the protection afforded to the tarplant under the Federal listing. Critical habitat designation may
provide some additional benefits beyond the listing benefits. Critical habitat designation provides
some educational benefitby increasing awareness of the extent of tarplant habitat. Critical habitat also
provides a legal definition of the extent of tarplant habitat. This reduces the amount of uncertainty
Federal agencies face when determining if a section 7 consultation is necessary for an activity with
aFederal nexus.

The quantification of total economic benefits attributabl e to the designation of critical habitat
is, at best, difficult. To the extent that future consultations are expected to be associated with the
listing of the species, rather than the critical habitat designation, designation of critical habitat does
not provide benefits interms of increased the probability of recovery for the species. Inthat case, the
additional benefits of designating critical habitat for the tarplant would be limited to the educational
benefits, increased support for existing conservation efforts, and reduced uncertainty regarding the
extent of the tarplant habitat.
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