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Preface

he Environmentd Financial Advisory Board
T (EFAB), through its Strategic Action Agenda,

previoudy has prepared a variety of reports
uggeding innovative ways to finance EPA’s
watershed protection programs. This work has
resulted in the following publications:

* Recommendations and Final Report on
Opportunities for Financing the Clean Water
Action Plan (July 1999)

e Environmental State Revolving Fund:
Developing a Model to Expandthe Scope of the
RF (June 2001)

* Guidebook of Financial Tools
(http:/Amww.epa.gov/efinpage/guidbkpdf.htm)

The centrd premise of EPA’s watershed work is thet
the integrity of the land determines the integrity of our
nation’s waters. This paper focuses on the concept of
stewardship as an important means to protect and
restore America sland legacy infurtherance of EPA’s
watershed approach.

The management and use of our public lands is
dictated by along history of lawsand regulaions. The
management and use of the private lands largdy is
legidated by local police powers and land use
authorities(zoning, conditiona usepermitting) athough
federd and state laws (i.e., the Clean Water Act and
the Endangered Species Act) sometimes control uses
of private land, aswell. Moreover, the useof private
land is driven by economic conditions and market

prices. spedifically, the availability of capital and
interest rates.

These laws and economic forceswill continue to be
primary motivatorsconcerningthe use of real property
in America; however, they can be, and should be,
supplemented by the long-standing Americanvaue of
conservation of our lands. The concept of
sewardship—as an ethic and as a practice—can
gve drength and coheson to the conservation
movement, and can serve as an essentid supplement
to our sysem of legd authorities and economic
systems.

But what is sewardship and how can it be applied in
service of conserving our land legacy and protecting
our watersheds?

In Chapter 1, we set forth the essence of
sewardship, the principles to guide stewardship, and
a framework for planning a nationwide approach to
stewardship.

InChapter 2, weexplorean open-ended compilation
of policies and tools that support stewardship as an
ethic and that gimulate positive socid responghilities.

InChapter 3, we explore an open-ended compilation
of policies tools, and incentives that support
gewardship as a practice and that enable postive
economic and environmenta outcomes.

In Chapter 4, we explore how the acquisition of
vaious interests in the land may sgnificantly support
sewardship effortsand provide substantial leverageto
funds available for acquistion investmen.
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In Chapter 5 we offr a set of broad
recommendations for consideration by the
Adminigrator of EPA.
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CHAPTER 1
THE ESSENCE OF STEWARDSHIP

INTRODUCTION

Amgrica is experiencing continuing growth in
population and prosperity. The question of where
these people will live and work, and how their needs
for food, fiber, water, energy, affordable housing,
urbaninfrastructure, transportation, and educationwill
be met, dl bring into sharp focus the compelling need
to protect and conserve America sland base. At the
dawn of the 21% century there is a growing public
awareness that our continued prosperity depends on
the integrity of our lands and the habitats and
ecosystemservicesthey provide. Thereisaninchoate
yearning for community, environmental qudity, and
“qudity of life”

Much of this interet and activism about the
environmentd  integrity of our lands, habitats,
ecosystems, ecosystem services, and the sugtainability
of these resources for present and future generations
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has been made manifest by the acquisition of lands for
permanent protection and conservation. Local and
regional land trusts, conservancies, and open space
didtricts are the primary players, dong with nationa
land trusts and state and federa land and resource
management agencies. This mosaic of organizations
and agencies, often working in concert, has
accumulated an impressive portfolio of successes by
acquiring, managing, and conserving vauable lands.

But the acquisitionof lands cannot, and should not, be
the only meansto conserve our land legecy. Whilethe
acquigtion of lands must continue, we also need to
establish a framework to create a broader sense of
respongbility, public and private, for land tewardship
and conservation.

We have an obligation to act now to conserve our
land legecy for the benefit of present and future
generations. Thisopportunity is not open-ended. The
inexorable trends of continuing population growth,
expanding urban and suburban footprints, dispersed
development, converson of agricultura lands,
fragmentation of lands, and the loss of habitats and
species diversty narrow the window of opportunity
every day. This cdls for concerted action now, but
within the context of along-term framework.

The purpose of this paper “ Stewar dship Policies,
Toals, and Incentives to Protect and Restore
America’s Land Legacy” isto st forth principles
and a broad policy framework, dong with the tools
and incentives, to guide the long-term process of
consarving our land legacy and restoring the vital
functions that the lands may support. It further sets
forth the drategic direction to indtill the ethic and
practice of stewardship on our public and private
lands.

OPPORTUNITY AND VISION
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We have now a compelling opportunity to create and
indill aland ethic - a sewardship ethic - to guide the
protection and use of our lands. A stewardship ethic
is gpplicable to the 70% of America that is held in
private ownership, as well as the holdings of public
lands. Theprivate holdingsinour urban, or urbanizing,
areas create essentia economic product and sustain a
vitd array of socid vaues. These lands can be
developed and used pursuant to a tewardship ethic
with responsible land use policies and practices. The
private holdingsin rura areas canbe characterized as
“working landscapes’ -- faamsand croplands, ranches
and padures, timber operations and forests,
watersheds and fisheries-- that comprisethe mosaic of
our landscape, culture, and economy. These lands
aso generate economic product. Moreover, they
indude vidble habitats, biodiversty, functioning
ecosystems, and they provide ecosystem services.
They provide open space and scenic vistas. These
private lands are an essential part of America, and
properly managed by their ownerswitha stewardship
ethic canproduce lagting and sustainable vaue for dl.

The focus on the integrity of the land inherently
incorporates the integrity of our nation’s waters, air,
and climate—mettersof direct and compdlinginterest
to the Environmenta Protection Agency and the state
environmentd programs. By embracing astewardship
ethic and working to develop and implement
Sewardship practices, EPA may sgnificantly enhance
its mandated mission in support of growing public
vaues. It canenhanceitsregulatory and enforcement
agendaby supporting voluntary stewardship practices,
economic incentives, and other highly leveraged toals.
Stewardship practices can be the core means to
implement the watershed dsrategies of the Clean
Water Action Plan and to develop sustainable
finendng sysems to meet future needs for clean
drinking water and wastewater treatment.

The opportunity to protect and conserve our “working
landscapes’ mugt build upon the long-standing and
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wide-ranging portfolio of conservation programs
adminigered by the US Department of Agriculture.
These programs werefirg givenspecific directionand
ggnificant funding in the Food Security Act of 1985.
Congress has recently passed a new farm hill to
reauthorize the Food Security Act and to strengthen
agriculturd lands conservation programs. These
programs are especialy noteworthy and compelingin
that they declare land conservation and stewardship
practices to be nationd policy.

THE CONTEXT OF LAND

The concept of land smply asred property needs to
be broadened considerably to encompass the view of
land as a natura resource, with its capacity to sustain
vidble habitats, biodiversty, functioning ecosystems,
and ecosystem services. Our vison of land should
indude land as “watersheds’ incorporeting the
fundamental interdependence of land and water
resources and the expectation that land can provide
open space, scenic vistas, recreationa opportunities,
and support spiritud values. Not al of these attributes
of land currently are incorporated in our netiona
economic andysis of the value of land, yet these
attributes are immensaly valuable.

In advancing a framework for land stewardship, one
must necessarily use the established language of real
property ownership: land-as-property, public
ownership, private ownership. But our interest is not
focused on red property per se or even specific
ownership patterns; rather, our interest resdesin the
ecologicd vaues of the land, the integrity of
watersheds, and the need to conserve our land legacy.
We need to expand our current truncated view of
land-as-property to a new view that dl lands, public
and private, have inherent vaue as natural resources,
as naturd capitd, and as sgnaure dements of the

landscape.

THE ESSENCE OF STEWARDSHIP
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Continued  prosperity depends on our ability to
protect the resources of our natural heritage and to
learn to live in ways that do not unduly diminish the
land; indeed, we can develop and use our land in
ways that nurture, enhance, and sudain it
Stewardship is a the core of this obligation.
Stewardship cdls uponeveryone insociety to assume
respongbility for protecting the integrity of natura
resources and ecosystems and, in so doing, to
safeguard the interests of future generations. Without
persond and collective commitment, without an ethic
based onacceptanceof personal respongbility, efforts
to sudan naura resources protection and
environmenta quaity cannot be fully successful.

“A conservation ethic isthat which aimsto passon
to future generationsthe best part of the non-human
world. Toknow thisworld isto gain a proprietary
attachment toit. To know it well isto love and take
responsibility for it.”

Edward O. Wilson
TheFutureof Life

In its traditional usage, stewardship referred to
adminigering land on behdf of others. In our more
current usage, stewardship is about caring for and
consarving land on behdf of current and future
generations. Stewardship is defined as an ethic of
respect for the inherent vaues of hedthy natura
systems and asapractice that sustains those benefits
for current and future generations.

Stewardship is therefore embodied as both an ethic
(a set of bdiefs) and as a practice (a set of
behaviors). The ethical and practica aspects of
sewardship operateto reinforce each other; the ethic
informs the practice; the practice enriches the ethic.

1 Stewar dship asan Ethic
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The stewardship ethic seeks to conserve land and
sugtain and enhance naturd systems for the benefit of
succeeding generations.  Stewardship is a set of
beliefs or vaues shaped by information from a
multiplicity of cultures, disciplines, and other sources.
A stewardship ethic can be embraced by various
entities: an individud, an enterprise, acommunity, or
agovernmental agency.

2. Stewardship asa Practice

The practice of sewardship is a voluntary endeavor
on the part of the landowner. It is shaped by many
factors. prevaling laws, regulations, and codes,
economic policies and market forces; and societal
vaues. Stewardship practices may aso be “best
management practices.” Stewardship practices are
encouraged and supported by information, education
and applied knowledge, recognition and rewards,
technicd assstance and peer review, financid
incentives, tax policies, public investment policies, and
governmental assurances.

PRINCIPLES FOR STEWARDSHIP

A framework for stewardship should be guided by a
set of higher order principles that promote the
common good and that al of society can support.
These principles should guide the planning and
decison-making process for land use and
consarvation, and should contribute to a sense of
fairness, equity, and common purpose.

PRINCIPLES:
Respect property rights

The use and enjoyment of private property, private
resources, and private rights should be respected. In
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the United States, private property is both protected
and regulatedto achieve objectives of the larger public
interest. This balance of protection and regulation is
essentid to the legd integrity of land conservation
efforts.

Use best available science

Paning axd decdon-making regarding land
conservationand stewardship should be informed by,
and reflect, best available science.

Respect the rule of law

Laws and regulations affecting the use of lands and
thar resources should be respected and equitably
enforced.  However, we should work with
governments to identify and change laws and
regulations that discourage stewardship.

Avoid conflicts

Panning and land regulation should seek to avoid or
prevent conflicts between human habitation patterns
and naturd processes and functions such as seasond
flooding and regenerative fire.

Employ economic efficiency tools and market
approaches

Effident economic uilization of lands, within the
established footprintsof urban/suburbanextent, should
be the foundation of public land use policy in support
of stewardship.

Positive incentives (finandial as well as non-financia
such as regulatory and permitting reforms) should be
created, pursued, and digned in support of
sewardship practices, with comparable attention
given to the removd of disincentives and barriers.
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A “willing sdler” should dways be preferred in a
public acquigtion; with land vauation based on
condderations of fair market value and comparable
land vaues thet prevail in thelocal market at a given
time.

Apply the power of partnerships

Partnering effortsamong public lands managers a the
federd, state, and loca levels, private owners and
operators, privateland trusts, land conservancies, and
philanthropic organizations should be fully engaged to
gan leverage and to lend collective power to
conservation efforts. Peer review techniques, sharing
of knowledge and best practices should be widdy
encouraged.

Create multiple benefits

Multiple benefits in the land should be sought
wherever possble; including habitat protection,
ecological services, agriculturd productivity, source
water protection, public safety, flood control, historical
and archeological protection, recreational
opportunities, and open space and aesthetic vaues.

The integrity of the land itsdf (soil mantle, sail tilth,
fetility, and vegetative cover) should receive priority
consderation for protection and conservation.

Theintegrity of watershed lands should be protected
and maintained, and where necessary restored, to
ensure the quantity and qudity of surface waters and
groundwater to provide essential present and future
water supplies. Watershed—based source protection
should be a priority to enaole Americato minmizethe
cogts of downstream drinking water trestment.

Watercourses, riparian zones and wetlands should
receive special protectiondue to their vaue for water
quaity enhancement, fishery production, habitat,
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aquatic and terredtrid  diverdty, runoff water
conveyance, and flood water detention.

Lands protected and conserved in public ownership,
wherever appropriate and feasible, should provide
access for public use and enjoyment. Public lands
should be used appropriately for the education of
school childrenand the generd public. Certain lands,
suchaswildife refuges, may warrant uselimitationsto
protect resources. Conservation easements held in
public ownership may have public accessrestricted to
respect adjacent private interests.

Seek and utilize local advice and experience

Whenever possible, the active support, knowledge,
experience, and cooperation of people who liveinand
around important natural areas should be secured to
improve the chances of successful land conservation
efforts.

Enebling people to “ stay onthe land” as stewards and
respondble owners and operators of working
landscapes should be encouraged and supported
wherever gppropriate.

Consider an ecological scale

Adjacent lands, both public and private, should be
digned and “linked” wherever feashble to create
protected wildlife corridors and seasonal habitat.

Adjacent lands, both public and private, should be
managed and protected wherever possible within an
appropriate landscape scae to enable ecological
processesto operate and where natural dynamicscan
help assure the maintenance of long-term ecologica
hedith.

Apply a sense of heritage
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The practice of stewardship to conserve our public
and private lands should beconscioudy appliedfor the
benefit of future Americans—their heritage is the land
legacy we bequesth to them.

Assrtive action today to conserve America s finite
lands should preserve options and opportunities for
tomorrow.

FRAMEWORK FOR PLANNING

A long-term planning framework, incorporating the
principles above, should be developed within the
context of the host of policies and congderations that
shape America’s landscape. A naiond stewardship
policy could be framed within exising consideration
of:

Regulation of the use of private lands
Stewardship of private lands

Stewardship of public lands

Acquigtion of private lands and easements

1 Regulation of the Use of Private Lands

Public regulationof private landsisanimportant policy
tool to promote the ethic and practice of tewardship.
A planning framework for land conservation should
dign with, and build upon, the existing system of
public regulation of the use of private lands.

The use of private lands is governed by a panoply of
laws and regulations: loca authorities (zoning, use
permits, codes); state land use and planning codes
(Subdivison Map Act): federal and state
environmentd rules (wetlands protection, stormwater
runoff); and federd laws (Endangered Species Act).
The regulatory sysem can encourage land
conservation and the management of naturd resources
while cregting economic benefits. The regulatory
system canasodiscourage or evenprohibit the loss of
important and val uable habitats such as the regulation
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that prohibits the filling of wetlands. It is essentid that
reguletions be coordinated across adjacent
jurisdictions to reinforce aregiona planning template.
It is dso important to seek the appropriate balance
between regulatory oversight and the ability of
landowners to utilize their [and for their purposes.

Regulaion of land use through zoning (often
complemented by a program of civic actionand local
expenditures) can effectively create open space and
enhance habitat vaues, witness the greenway's, urban
creeks, riparian zones, wetlands, buffer zones, and
parks that enhancethe urban environment and create
habitat opportunities. The combination of regulation
and loca public investment has considerable power
and potential.

The regulatory system, with its complex statutory
requirements and often duplicative and conflicting
rules, isin need of modernization and reformto more
effectivdly promote the ehic and practice of
stewardship. Regulatory action by each of many
regulators can present a formidable barrier to those
landowners seeking to implement Stewardship
practices. Streamlined regulatory reviews, while
honoring the Satutory intent, can grestly assst
landowners willing to exercise conservation and
gewardship on their lands. Coordinated regulatory
reviews for restoration and environmental
enhancement projects should become common
practice.

2. Stewar dship of Private Lands

Roughly 70% of the land base in Americais hdd in
private ownership. We need to acknowledge the
many private landowners and families across the
country that have practiced good stewardship of their
lands. Stewardship has been accomplished despite
formideble economic barriers.  Stll, there is
cons derable untapped potential to engage the private
sector in the long-term enterprise of conserving our
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land legacy. A meansto thisend isto indtill within dl
landowners the ethic and practice of stewardship of
private lands.

In the regulatory and enforcement culture of America,
sewardship has been largely discounted as a land
conservation policy. However, thereis power in the
passion of individuals and communitiesfor conserving
lands. In order to mobilize this passon to conserve
lands, private landowners must be trested fairly. We
should not expect current landownersaone to redress
the mistakes of the past, nor should they be expected
to carry the ful burden of providing for future
generations. We must not expect landowners to
absorb the full costs of measures that create public
benefits (e.g. managing their land to sustain robust
habitats, dedicating their land to wildife corridors and
vitd habitat linkages, or foregoing development to
sustain open space and scenic vistas.)

Private stewardship of private lands should be
supported by an array of tools, incentives, and
methods. Specificdly, the full set of postive financia
incentives and tax policies should be utilized. Just as
important, barriers and disncentivesto stewardship of
private land should be removed. A just and reliable
measure of economic and regulatory certainty should
be assured to landowners acting as good stewards.

Ultimately, the ethic and practice of stewardship of
private lands is a joint public-private enterprise.
Privatelandowners, as stewards, manage and carefor
their landsto create long-term public benefits. Public
resources are deployed in support of, and in partia
compensation for, private stewardship practices.
Working together, America's land legacy may be
effectively conserved.

3. Stewardship of Public Lands

Roughly 30% of the land base in Americaishddin
public ownership. This fraction will incrementdly
increase as a result of continuing active land
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acquistion programs. These public lands largely
conss of federd holdings such as nationd forests (in
the mountain regions) and public domain (in the
deserts), dong with national parks, state parks, local
parks, and open space holdings.

Lands currently held inpublic ownership and managed
in the public interest should receive qudity care,
infused with the best practices of stewardship and
informed by the best avallable science. Substantial
deferred maintenance and unmet needs are now
evident on our public lands.  Redtoration of
diminished, damaged, or lost natural resourcesshould
become aninvestment priority sustained over the long
termto hedl the damage and restore the functions and
values of these lands and their habitats.

In planning new land acquistions, a reasonable
provision for any necessary restorationand long term
care and dewardship should be included in the
invesment decison.

4. Acquigtion of Private Landsand Easements

Acquisitionmay be the most familiar tactic to conserve
lands, dthoughit isnot the only one or sometimesthe
best one. However, it isavery powerful and critica
ingrument inthe overal strategy for land conservation.

Acguigtion in fee Imple absolute secures full title of
red property, usudly in public ownership as a unit of
a park, reserve, open space, forest, etc. This can
assure permanent protection and public access.
However, it oftencomeswithanimbedded economic
obligationfor maintenance and restoration. Duetothe
extraordinary initid cost, usudly only top priority
lands, criticd habitats, and/or “once in a lifetime
opportunity” properties can be protected by
acquigtion.

Acguidtion in fee Smpleincreasingly is giving way to
purchase a partid interest in a property, such as a
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conservationeasement, devel opment right, water right,
or greenway easement. Less-than-full-fee acquisition
can be very cog-effective. It can diminate the
development potentid (and development vaue) from
the land leaving the undelying land in private
ownership and care, but furthering the opportunity to
develop and sugtain working landscapes. Also, and
very importartly, the income from the sde of the
easement can help landowners pay debts, modernize
for efidency, and improve thar land for the next
generetion.

Lands initidly acquired are often re-sold to a party
who will practice sewardship while maintaining
economic production as aworking landscape. The
resdle agreement often indudes a management
obligation, imbedded in the deed, for the continuing
sewardship of the land. And, of course, the resdle
proceeds replenish capita that can be used for other
acquistion investments.

There is a drong tradition of private giving through
philanthropy where private wedth is trandferred or
bequeathed to a public entity or to a non-
governmenta organizetion (NGO) for stewardship
purposes. The gift is often land. Sometimes liquid
assets are trandferred; these funds can be used to
acquire new lands. These transactions are often
motivated inpart by tax consderations. A strategy for
land conservation should incorporate this tradition,
and enhance it with specific changesto the tax code.
Fadlitating the transfer of lands (or liquid assets for
land) for the protection of land conservaion isin the
public interestand is, therefore, an appropriate subject
of tax policy.

STEWARDSHIP ASAN
ECONOMIC ENTERPRISE

There is a growing appreciation that the practice of
sewardship yields consderable economic vaue. This
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economic vaue is often indirectly manifeted as
“costs avoided”, but the vaue may a so be accounted
for directly. Wherethereiseconomic vaue, thereare
opportunities to enhance, finance, and leverage such
vaues for even greater economic and socid good.
Environmentd finanangtechniquesarebeing explored
in association with the compendium of tools and
incentives examined in Chapter 3 of thisreport.

Of primary interest to EPA, the practice of
sewardship yields an impressive ledger of “codts
avoided” in the watershed-based water quality
protection programs. The integrity of the watershed
lands determines the integrity of the waters. The
gpplicationof good stewardship practices to the land
should result in the prevention of soil eroson and the
reduction of runoff of nutrients and pesticides from
cultivated lands or rangelands. Reduction or
prevention of the pallution loadings to steams and
riversdirectly reduces or avoids the costs of needed
trestment for after-the-fact cleanup. These costs of
cleanup—regulatory and compliance costs, capital
investments, operations expenditures, and restoration
costs—are sgnificant.  To the extent they can be
avoided or minimized, society will benfit.

Inlike manner, the practice of sewardship canprotect
the ability of ecosystems to perform ther vita
functions and to preserve and protect the economic
vaues presented by these “ecosystem services.”
Ecosystems provide arange of “services’ that arejust
beginning to be understood: climate regulation,
production of clean sourcewatersfor drinking, storm
water retention and water qudity enhancement
(through wetlands and marshes), the production of
food, fodder and fiber, the production of
pharmaceutica chemicds, biodiversity, etc. These
“ecosystem services’ are provided by nature
essentidly for free. For mankind to replicate such
services would entall untold costs (if it were even
possible). The practice of sewardship of our lands
and waters is an important feature of protecting
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ecosystem services, and therefore presents immense
value to society. Research is underway to more
thoroughly document the vaue of ecosystem services
and to develop financid instruments and incentives to
insure their protection.

The practice of stewardship can directly create
gonificant vaue in economic and environmenta
benefits, aswel as culturd and spiritud rewards. The
practice of stewardship can result in:

. Enhanced property values

. Increased productivity of the land or natural
resource asset

. Improved bottom-line performance

. Improved finandid ratings and shareholder
satisfaction

. Enhanced vadue in watershed integrity, water
avallability, water purity
. Enhanced vaue in habitats and biodiversity

. Enhanced vdue in functioning robust
ecosystems
. Increased numbersof “best practices’ thatare

friendlier to our lands

. Enhanced quality of farmlandsto be passed to
future generations

. Enhanced qudity of life through gpiritua
connectedness to the land.

In summary, the practice of stewardship yields
economic vaue in “costs avoided”, and produces
direct vaues and benefits to both the public and
private sectors. The growing portfolio of tools and
incentives to promote the ethic and practice of
stewardship, dong with the dedication of substantia
public and private funding, will certainly attract
finandng mechanisms to enhance and leverage these
invesments for greater social good. The traditiond
expenditures of one-time appropriations to support
these incentives will give way to new concepts of
sudainable investment and environmenta finance.
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CHAPTER 2
TOOLSTHAT STIMULATE
POSITIVE RESPONSIBILITY

This chapter is intended to be an open-ended
compilation of possible tools, methods, and
incentives that can be useful to help implement
stewardship practicess. Most of these tools
currently exist and are utilized acrossthe country.
New tools are being developed and tested
continually by innovative stewards; therefore, the
tools presented here likely will change over time.
INFORMATION

The ethic and practice of stewardship requires an
information-rich  environment. Effective
communication of information can impact
perspectives, behavior, practices, and decison-
meking. To enable private landowners to manage
thar land as stewards, informationshould be available
to:

. Inform owners about naturd resources and
vauable ecologica stes and habitats on their
property, including the presence of
endangered species,

. Inform owners about methods avalable to
protect, enhance, manage, and/or conserve
suchresources and enhance ecological vaues

on the property;

. Enable ownersto find competent advice and
technicd assstance;

. Enable owners to locate avalable financid

assistance, induding cost-sharing programs,
low interest loans, grants, etc.,;

. Informowners how to formpartnershipswith
governmental agencies and NGOs,
. Inform owners about how private property

can be hdd, conserved, and transferred to
heirsin a sewardship-friendly manner.
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Stewardship information mugt be carefully and
purposefully assembled, packaged, targeted, and
presented. The ddivery mechanism of theinformation
must be congdered as carefully as the message itsdif.
The messenger is often just as important as the
message itHf. Theusud practice of “getting theword
out” needs to be supplemented by “getting the word
in’. Locally based peer groupsand open engagement
of neighbors can often be more effective than outside
experts.

Thoughtful communication will build trus among
stewards and ther communities, raly people around
a common cause and encourage local ownership of
sewardship projects. Thetenor of discussions about
Sewardship must move from blame to responsibility.

EDUCATION

Of dl the resources available to sugtain the future of
humankind, information is the only one that
sysemaicdly increases over time. The profusion of
information about stewardship should be synthesized
and delivered as an educationd program to indill an
ethic of sewardship.

The objectives of such an education program are:

. To increase basic literacy about stewardship;

. To indill indl our dtizens an appreciation of
the higtory, culture, tradition of our lands;
. To develop individud awareness of - and

responghility for - the integrity of natura
resources and ecological processes,

. To drengthen and enrich the scientific
underpinnings of our understanding of
ecologica systems.

Education about stewardship of our lands must begin
early in our nation's schools. While it isimportant to
educate current landowners, including public, private,
individua and business owners, about stewardship of
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the lands they own, the landowners and business
executives of tomorrow are in classrooms today — not
only inour eementary and high school classrooms but
in our college and graduate programs aswell. Many
schoals indude stewardship in their curriculum. Al
schoals should beencouraged to teach stewardship at
evey levd.

Such environmenta literacy programs will produce
enormous benefits over time.  In the course of a
generation, we can indill the ethic and practice of
sewardship asanormative standardfor individud and
enterprise behavior.

RECOGNITION AND REWARDS

The ehic and practice of stewardship can be
advanced by the use of recognitionand rewards. Any
individua or enterprise that implements stewardship
practices ought to enjoy the recognition and support
of ther peers and community. Certain rewards are
finandd and menifest at the bottom-line; but peer
recognition of individua responghility is a most
powerful incentive that reinforcesthe prevaling socia
vdue and ehic of dewardship, as well. A
proliferation of recognition and rewards currently
exist. They smply need to beemployed to specificaly
recognize exemplary stewardship practices.

PARTNERSHIPS AND
COOPERATIVE EFFORTS

Individud efforts to practice sewardship can be
gonficantly enhanced by cooperation and
collaboration with othersin ajoint endeavor. These
dliances should be encouraged and supported to
create viable partnerships working toward
stewardship goals. Partnerships aso can further the
god to educate about tewardship and createa“ripple
effect” of individudsor entitlesthat thenmay be willing
to partner with others who might be reluctant to
undertake a project alone.
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1 Cooper atives

Incressingly landowners, farmers, ranchers, and others
are organizing themsdves into cooperative groups in
an dliance with regulatory authorities, NGO's, and
academicsinorder to promote land management and
dewardship practices. The advantages of these
asociaions are that participants receive technica
assistance, information, peer support, and a network
of people to work withas they change fromtraditiona
practices to new stewardship practices.

A prime example of thistrend is the shift to increased
use of biologicaly based farming techniques and the
integration of these practices with natural resources
management and  wildife conservation efforts.
Specific  organizations have emerged: California
Certtified Organic Farmers (CCOF); Community
Alliance of Family Farmers (CAFF); Biologicaly
Integrated Orchard Sysems (BIOS); Biodlogicdly
Integrated Farming Systems (BIFS). These types of
cooperatives/associations can create some
comprehengvedignment-of-intereststosystematicaly
support a stewardship ethic.

The WesternGovernorsAssociation (WGA), through
its ongoing activities in support of management of
western lands, has formed many noteworthy
partnerships and cooperdtive ventures. The States,
the USDA Natural Resources Conservation Service
(NRCS), Local Resource Conservation Didricts
(RCD), ad vaious patnersin-conservation are
actively working to promote the implementation of
new approaches to private land conservation in the
wesl.

2. Natural Community Conservation
Planning (NCCP)

NCCP organizations promote a new cooperative
approach to sewardship and ecosystem management
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(epecidly for endangered species) that brings
together developers, NGO's, and various leves of
governmenta regulatory authorities in a problem
solving collaborative.

An NCCP focuses on whole natura communities,
rather than reacting to conservation problems on a
project-by-project or species-by-speciesbasis. This
approach encourages the protection of hundreds of
gpecies by thousands of landowners at atime. In San
Diego County, for example, the NCCP will serve as
ablueprint that will ultimately result in the protection
and restoration of some 172,000 acres of native
habitats that are home to more than 85 rare and
endangered species. The preserve system will be
assembled from existing public land, properties set
asideaspart of the land development process, and the
acquistion of privatelandsby locd, state, and federa
groups and agencies. This San Diego NCCP is of
true higtoric proportions because it marksthe firg time
that sewardship and conservation values, instead of
development desires, havedrivenalocal land-use plan
of such size and scope.

3. Water shed Councils

Watershed councils in various forms and with various
purposes have emerged as mechanism to facilitate
locdly place-based ecosystem conservation. These
may be private nonprofit organizations, but they
usudly take the form of multi-stakeholder
organizations with diverse governing boards that can
involve environmentaigs, ranchers, farmers, business
interests, and representatives from locd, state, and
federa resource agencies. While the success of
watershed councils often depends on funding and
some dedicated gaffing, they have great potentia to
promote the ethic and practice of sewardship within
their watersheds.

MEDIATION
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Difficult environmental disputes created by
development proposals and the needs of endangered
species, or those involving subgtantial tradeoffs in
environmental valuesand economic costs, increasngly
are being resolved by means of mediation by neutra
third parties. Mediation can encourage the partiesto
commit to protect resources; negotiate land exchanges
and easements; modify rules; and educate other
landowners in the merits of stewardship practices.
The agreements are often voluntary, but can aso be
sructured as binding. The most notable example of
this approachisthe higoric New Y ork City watershed
agreement: the City agreed to manage the public and
private lands in the watershed of the City’ s reservoirs
to protect the qudity of the source waters;, the
Environmenta Protection Agency agreed to suspend
the requirements for expensve filtration treetment of
the City’s water supply. Water quality is assured,
ubstantia costs are avoided, and the watershed will
be managed for long-term stewardship.

CERTIFICATION SYSTEMS

The ethic and practice of stewardship can be
supported subgtantidly by a new evolving system of
cetifications.  The certification is a “warranty” to
consumersthat a product, and/or the manner in which
a product is produced, honors established criteria
reflecting good stewardship practices. Certifications
are oftensubject to third party auditsand /or oversght
of a certification council such as the Forest
Stewardship Council, Organic FoodsCouncil, Marine
Stewardship Council.  Certification affords an
economic and market advantage to those practicing
sewardship inthat it directly shapes consumer-buying
patterns.

ENVIRONMENTAL MANAGEMENT
SYSTEMS (EMS)

Enterprises that engage in a comprehensive interna
audit and assessment of thar production processes
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(i.e., anEnvironmenta Management Systemmodeled
on 1SO 14000 series or other suitable template) may
be die to determine appropriate practices of
stewardship for each step of thar operations.
Seemingly minor improvements can accumulate over
time and make a substantial contribution to an overall
practice of stewardship, as wel as support the
concept that stewardship makes “good business
sense.” The power of an EM Sisenhanced by theuse
of third party auditorsand forma certification, and full
transparency to enable accountability and trust.

CHAPTER 3
TOOLSTHAT PROMOTE
POSITIVE ECONOMIC AND
ENVIRONMENTAL OUTCOMES

This chapter is intended to be an open-ended
compilation of tools, methods, and incentivesthat
can be useful to help implement stewardship
practices. Most of these tools currently exist and
are utilized across the country. New tools are
being developed and tested continually by
innovativestewards; therefor e, thetool spresented
here likely will change over time.

COST-SHARING
MANAGEMENT AGREEMENTS

Private landowners who wish to conserve ther land

and gpply stewardship practices may voluntarily enter

into a cost-sharing management agreement with a
govenment  resource  agency. Management

agreements contain structured economic incentivesto

support and reward the landowner’s stewardship

practices.

Many of these economic incentives are derived from
agricultura policy set forth in a series of progressve
federa legidative measures (characterized here as
“Farm Bills’). The Farm Bills contain the essence of
sewardship: they ensure the long term environmental
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hedth and productivity of the land; keep farmers,
ranchers, and foresters on the land; and provide
finendd assstance to private land owners as they
work to cregte public benefits.

The accumulated experience over the last 15 yearsin
implementing the Farm Bills reveals an extraordinary
(and often unrecognized) success story for
conservation and stewardship. The Nation has
benefitted by decreased soil eroson, protected and
restored wetlands, wildlife habitats, improved water
qudity, and absorption of excesscarbonfromthe air,
dl whle sudaning working landscapes and
maintaining viable livdihoods

Management agreements are based on models of cost
sharing. Public funds are proffered in response to
private matching or cost-sharing formulas, privateland
thereby is used to create public benefit. Assuch, cost-
sharing mechanisms convey a sense of public-private
shared responsibility and mutua benefit. Moreover,
the cost shaing and matching provisons engble
substantia leverage to be obtained from the public
investment.

Various programs exis, as authorized by the Farm
Bills, and some are described generaly below.

1 Conservation Reserve Program (CRP)

The Conservation Reserve Program, enacted in the
1985 Farm Bill, provides annud rental payments to
famers who voluntarily remove cropland from
production on highly erodible or otherwise
environmenta senstive terrain and plant a cover crop
of grasses or trees for a minimum period of 10 years.
In addition, the farmer must complete, with a 50%
cost-share, certain conservationmeasuresover the life
of the contract. The annud rental paymentsare based
on a bidding process to determine the payment for
taking land out of production; the maximum rental
payment is $50,000 per person, per year. Renta
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paymentsare not counted against payment limitations
applicable tocommodity pricesupport and production
adjugment programs. Once enrolled, theland cannot
be farmed for the duration of the contract (usualy 10
years).

Amendments to the 1990 Farm Bill added a new
program desgned to improve water quality by
encouraging landowners to establish buffers on
croplands to reduce the nutrients and chemicds that
flow from the farmsinto water courses. Farmerswho
create such buffers may receive 50% cost share as
well as annud rental payments.

In addition to the economic incentives discussed
above, the 1985 Farm Bill aso introduced new
provisons for Highly Erodible Lands (HEL). The
Conservation Complianceand “ Sodbuster” programs
establishadisincentivefor producersto cultivateland
that is classfied as highly erodible. Theproducer must
develop and fully implement a soil conservation plan
or suffer the loss of digibility for fam support
payments.

2. Conservation Reserve Enhanced
Program (CREP)

Under the 1996 Farm hill, the Federal Conservation
Reserve Enhanced Program can be combined with an
approved state program. The federal program
described above is augmented by statematchingfunds
(usudly 20%) to create permanent easements and to
help pay for planningand natura resourcesrestoration
costs. The primary purpose of the enhanced program
is to help landowners cregte riparian buffers of trees
and grasses dong watercourses to provide habitats
and to filter pollutants to improve water qudity. The
total amount of funds avalable varies by state, but
these funds provide a compdling incative for
Sstewardship.

3. Wetlands Reserve Program (WRP)
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The WRP, enacted in the 1990 Farm BiIll, is a
voluntary incentive-based program offering
landowners the opportunity to protect, enhance, and
restore wetlands on ther property. The focus is on
restoration of farmed/prior-converted wetlands, and
protection of the functions and values of wetlands to
improve water quality, floodwater retention,
groundwater recharge, and wildlife habitat.
Landowners can select fromthree enrollment options:
permanent easements where landowners can receive
up to ful agricultura vaue of the land and the entire
cost of restoration; 30 year easements with payments
of 75% of vaue and 75% of restoration costs; or 10
year agreements with 75% of restoration costs.
Beyond these payments, landowners can often
supplement thelr income by leasing the restored
wetlands for hunting, fishing, and other appropriate
recregtiona uses.

Inadditionto the above incentives, the 1985 Farm Bill
introduced the “Swampbuster” program that is a
disincentive to draining wetlands for agriculturd
production. Landownerswho receive farm subsidies,
loans, or benefits mugt refrain from drainage of
wetlands or risk losng thar program funds and
benefits.

4, Environmental Quality I ncentives
Program (EQIP)

EQIP, enacted in the 1996 Farm Bill, offers financid,
educationdl, and technicd assistance to landownersto
implement livestock-related conservation practices,
on-farm conservation measures to reduce soil loss,
and control of non-point sources of water pollution.
This program advances the concepts of private
sewardship of the land for livestock operations, and
indudes grazing land management, nutrient
management, and manure management from confined
animd feeding operations. The landowner pays the
initid cost of edtablishing approved conservation
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practices and is reimbursed for 50-70% of those
costs.

5. Wildlife Habitat Incentives Program
(WHIP)

The WHIP, enacted in the 1996 Farm Bill, is a
voluntary program for private landowners who want
to establish and improve fish and wildlife habitat on
their lands. Participants agree to implement awildlife
habitat conservation plan in return for finandd and
technicd assstance. Although federd cost-share
payments are limited to $10,000 per contract, these
dollars have been leveraged many times over with
contributions  from state wildlife agencies, loca
conservancies, and private funds.

6. Forest Stewardship Program (FSP)

The FSP, enacted in the 1990 Farm Bill, enables
landowners to receive up to 75% of the costs of
preparing and implementing a Forest Stewardship
Plan to protect and enhance their forested land and
associated watersheds. The plans are intended to
promote stewardship of the forest cover, as well as
fishand wildife habitat, water qudity, and recrestional
and aesthetic values of the land.

TAX INCENTIVES

The tax code provides a variety of benefits and
incentives to those who wish to pursue stewardship
practices. Tax codes and tax policy can be an
effident means to change behavior, create incentives
or disncentivesfor stewardship, and to ater patterns
of naturd resources utilization. The following
examples provide afew illustrations.

1. Ad Valorum Taxation

Landsappraised for property taxes at the“ highest and
best use’ canimpose upward pressure on land vaues
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and therefore increase the incentive to convert open
space land (or working landscapes) to devel opment
uses. To offset thisproblem, property tax stabilization
or “current use” programs have been enacted in
several dates to provide an economic incentive to
mantan fams, ranches, forest and open space.
Based on criteria (usudly including some measure of
ecologica vaue), property tax burdens arelowered in
return for commitments by the owner for sewardship
and mantenance of the integrity of the land.
Management agreements (see above) may be used to
ensure the property servesits intended purpose.

In Cdifornia, the Williarson Act (Cdifornia Land
Conservation Act of 1965) is an example of thistype
of property tax abilizetion program for farmland.
Landowners enroll their property with the county for
a mnmum of 10 years (which is autometicaly
extended in one-year increments). In exchange, the
land continues to be assessed for agricultural
production resulting in substantia tax savings. If land
IS withdrawn prematurely from the Williamson Act,
sgnificant tax pendtiesmay accrue. An estimated 16
million acres are currently enrolled under Williamson
Act provisions.

2. Estate Taxation

Properties that have high market vaues but low-
income productionmay cause heirsto face formidable
estate tax consequences upon the death of the
landowner. Current tax law can creste a Stuation
where these properties (often with high habitat/open
space vaue) mus be sold or subdivided to pay the
estate taxes due. The Economic Growth and Tax
Rdief Reconciliation Act of 2001 may subgtantidly
reduce the likelihood that estate taxes will cause the
sde or subdivisonof properties. The new law raises
the amounts that can be exempted from taxation
($675,000 in 2001; $1.0 millionin2002; $1.5 million
in 2004; $2.0 millionin 2006; $3.5 million in 2009).
Moreover, the top estate tax rate, now set at 55%,
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will drop to 50% in 2002 and decrease 1% per year
t045% in 2007. These changes, in combinationwith
other estate planning provisons, now will be a
powerful incentivetoretain the integrity of larger tracts
of land and facilitate the continued stewardship of such
lands.

3. Charitable Donations of Lands - Tax
Deduction

Exiging dtate and federa tax codes alow tax
deductions for charitable donations of land; individuds
generdly candeduct upto 30 percent of thar adjusted
grossincome and corporations can deduct up to 10
percent of taxable income. Deductions are based on
far market vaue of the property, including certain
appreciated vaues. These tax deductions can serve
as a powerful incentive for land stewards to donate
private property for charitable/conservationpurposes.

4. Donations of Lands - Tax Credit

In Cdifornia, The Natural Heritage Preservation Tax
Credit Act of 2000 (SB 1647) provides that lands
with specified natura resource upon them may be
donated to the State of Cadlifornia, any loca
government, or a designated nonprofit organization.
The donation provides for the protection of wildlife
habitat, open space and parklands, and agricultura
lands. The Act adlows a 55% tax credit against
income and/or corporation taxes for the donation of
such properties. This tax credit can reduce regular
taxes below the threshold for dternative minimum tax
caculation. Excesscreditscan becarried forward for
seven years. Thetax credit isin lieu of any other tax
deductions (see above) that may be available for the
donation. The Act setsalimit that no morethan$100
million be expended for tax credits over the next 5
years. Thistax credit will be a powerful incentive for
land stewards to donate their property for
conservation purposes.
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5. Taxable Capital Gains

Landowners who <l ther land (or a qudified
easement) for conservation purposes could have their
taxable capital gain on the sde reduced. Such a
reduction of taxable capital gain would increase the
likdihood that such lands would be sold for
conservation rather than for development. The
reduced capital gainfrom the conservationsde would
endble the sdler to benefit from larger net proceeds
after taxes.

6. Real Estate Transfer Taxes

Based on loca housing market conditions and the
genera appreciation of rea estate vaue, the market
prices of urban land and dwellings, and the market
prices of undevel oped urban-edge lands, canincrease
ubgantidly over time. The State of Maryland,
through its Smart Growth Program, is seeking to
capture the increased vaue of urban lands and to
trandfer some of that increment of vaue to the
preservation of rurd lands. A red estate transfer tax
IS assessed (.05% of transaction value) on the sale of
urban property. Revenues are then applied to: 1)
directly purchase rural/open lands in fee smple; 2)
directly purchase development rights or conservation
easements; and, 3) to leverage anew issuance of state
genera obligation bonds to acquire open lands for
land preservation and conservation management.

7. Charitable Remainder Unitrust

The tax code contains provisons that enable an
individua or a couple to indirectly promote lands
conservation and stewardship through an insrument
known as a Charitable Remainder Unitrust (CRUT).
Individuas or couples (the“ Trustors’) canestablisha
CRUT and then transfer liquid assets (usudly stock
withsubstantia appreciated vaue) tothe CRUT. The
CRUT remansineffect for the lifetime of the Trustors
or the survivor of them, a which time its accumul ated
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asset vaue is transferred to a designated non-profit
land trust conservancy to be reinvested or used to
purchase lands and/or easements for conservation
pUrposes.

The tax advantages are compdling and benefit both
the Trustorsand their estates, and, importantly, benefit
the public interest in lands' conservation.

1. The Trudtors receive a specified level (x% of
current asset vaue) of income from the CRUT
each year for thar lifetime. Theincomeislargdy
derived from capitd appreciation in the CRUT,
and so istreated by the Trustorsas capita gainat
lower tax rates then the rates on their earned
income.

2. The Trustors may claim a current income tax
deduction for the proper % of vaue that is
donated to the charitable trust (the CRUT). This
deduction, of course, can be applied againg their
other current income to reduce the tax burden.

3. TheTrustor’ sresdud estate does not contain any
of the assets donated to the CRUT; and so estate
taxation is reduced accordingly.

4. The Trustorsultimately pay no capitd gain on the
appreciated stock that they origindly put into the
CRUT.

5. The CRUT itf is tax-exempt, and so the
accumulating/appreciating assets in the CRUT
incur no capital gain tax a al. The Trugtorsin
effect have transferred substantially appreciated
value, and further accumulated vaue in the
CRUT, to thebenfit of land conservationwithout

incurring capital gains
6. Theland conservancy, whichreceivesthe full tax-

free vdue of the CRUT at the time of the
Trustor’s death, gains a substantial asset, which
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can then be invested in lands conservation and
stewardship programs.

FEDERAL PROGRAMSAND POLICIES

Federa policiesgoverning the use of public lands and
resources, federa fees, and federa funding for
infrastructures could be used to support a variety of
stewardship practices.

1. Federal Water for Habitat

Federal water (i.e., water resources developed under
a federd water project) has traditionaly been
allocated free-of-charge to benefit the aquatic habitat
vaues of federdly designated refuges. Even though
such water is often surplus and is applied in the off-
season (when irrigation water is not otherwise
needed), it provides essentid habitats for migrating
waterfowl.

Under an expaiment in the Central Vdley of
Cdifornia, federa water is provided free-of-charge to
flood privately owned rice paddiesin the off-season
after therice harvest. The flooded rice paddies, with
their dbundant stubble and residud feed, provide an
extraordinary feeding and resting stop for waterfowl
on the Pacific Hyway. Federd water applied for free
thus createsextraordinary habitat vaue and effectively
extends the acreage of the limited federa refuges.
These habitat benefits would be costly to create by
direct federal funding mechaniams. In addition, the
flooded paddies do not need to be burned to remove
the stubble, thus diminating a subgtantid cause of the
smoke that hangs in the winter inversons of the
Vdley.

2. Federal Flood M anagement
Federal fundsappropriated for structural flood control

works (dams, levees, channdls) can be redirected to
fund non-structural flood control measuresiif the flood
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control benefits of the non-structural flood control
measures created exceed the benefits provided by
structura works. The non-structura measures could
indude direct purchase of lands in the flood plain;
relocation of urban settlements to higher ground;
purchase of flood easements or right-of-way; levee
set-backs; re-creation of riparian/wetlands habitatsto
provide flood water detention and absorption.

Moreover, federal funds allocated by the Federal
Emergency Management Agency (FEMA) for flood
disaster relief and recovery can be used to fund
nonstructural aternatives, as discussed above, to
avoid recurrences of the flood patterns. Such
measures takenfor flood control purposes canenable
the creation of permanent riparian and/or wetland
habitats that would otherwise belogt to levees, dikes,
and concrete channels.

3. Regtoration Funds

The Central Vadley Project Improvement Act
(CVPIA) (PL 102-575, Title 34) created a special
fund based on a complex set of water rates and
surcharges, to pay for various ecol ogica enhancement
and regtoration projects in the Centra Valley of
Cdifornia Thelong-standing and continuing losses of
habitat and fishand wildife resources asareault of the
Federal Central VdleyProject water diversons areto
be addressed by this specid Restoration Fund.

Revenue flows into the fund from contract renewa
charges, water transfer charges, tiered water prices,
vaious surcharges, and additiond mitigation
payments. Thesetotal revenuesarethen appropriated
by Congress to finance various habitat restoration
projects and other fish and wildife enhancements.
The annua revenues thus created equal about $30
million per year (adjusted for 10 year rolling
averages). The U.S. Bureau of Reclamation has st
up a Restoration Fund Roundtable comprised of dl
stakehol dersto provide advice on how to prioritizethe
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Fund resources among the vaious projects for
ecologica restoration in the Centrd Valey.

ASSURANCES
1. Endangered Species Assurances

The U.S. Fish and Wildife Services (FWS) and the
Nationa Marine Fisheries Service (NMFS) have
developed several strategies to create partnerships
betweenthe public and private sectorsto help protect
the interests of endangered and threatened specieson
private land. Most of these Strategies focus on
increased flexibility inthe implementation of Section 9
of the Endangered Species Act (ESA), which
prohibits activitiesthat could causeindirect harm, such
as ggnificant habitat modification. In generd, these
tools permit actions that would otherwise be deemed
illegdl under Section 9 in exchange for stewardship
commitments to manage private lands for species
benefit or to mitigate for actions that harm listed

Species.

2. Habitat Conservation Plans and No
Surprises

In 1982, the Endangered Species Act was amended
to dlowforthe creation of Habitat Conservation Plans
(HCP) asameans of dlowing development of private
lands while protecting species. An HCP dlows the
FWS or the NMFSto permit the incidenta “taking”
of liged species when the teking is mitigated by
conservation measures. In practice, the HCP dlows
some individuals of a species to be taken under an
incidenta take permit (ITP) if the incidentd take
occursduring the course of otherwise lawful activities
and provided that the HCP demondirates that the
activity will not jeopardize the continued existence of
the species.

Beginning in 1992, the FWS and the NMFS also
began to sreamline and modify the HCP processwith
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a “No Surprises’ policy to provide regulatory
certainty to landowners participating inaHCP. The
“No Surprises’ policy assures landowners that no
additional land use redrictions or financiad
compensationwill be required for species covered by
the HCP, even if unforeseen circumstances arise after
the permit is issued. The intent of the policy is to
afford auffident incentives for the private sector to
participate in the development of long term HCPs by
providing adequate financid and regulatory certainties
regarding the overal cost of species mitigation.

3. SafeHarbor Agreement

The Safe Harbor concept is intended to provide
incentives for property owners to voluntarily take
dewardship actions that result in net conservation
benefitsfor endangered and threatened species. Safe
Harbor agreements are unlike HCP in that: 1) they
must result in a net conservation benefit for listed
species (i.e, they mugt provide pro active
management actions above and beyond what is
required by ESA, asopposedto mitigating for adverse
actions under HCP); and 2) they offer short and
midterm conservation benefits (as opposed to the
longer termscope of most HCP). The agreementsare
intended to dleviatelandowner fearsthat successfully
maintained or enhanced habitats for listed species
could prompt further land use redtrictions if such
actions encourage the colonization or increase the
number of listed gpecies on their property.

Under a Safe Harbor Agreement, landowners can
commit to manage thar lands in a manner that will
benefit listed species in exchange for assurances that
futureactivitieswill not be subject to ESA restrictions
above those gpplicable to the property at the time of
enrollment.  The agreement spells out the basdine
condition of species as well as the conservation
activitiesthat the landowner agrees to perform. Once
the agreements are executed, an enhancement of
aurviva permitsisissued that authorizes*take” above
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the basdine limit. This permit, in effect, dlows
landowners to return their property to its origina
basdline condition at the end of the safe harbor
agreement.

4. Candidate Conservation Agreements

Before a species has been liged as officidly
threatened or endangered it receives no protection
under the ESA, even if it is declining and is in an
imperiled state. Landowners, therefore, are under no
legd obligationtorefrain from destroying the habitat of
unlisted species. Moreover, landowners have little
incentive to improve or restore habitats for unlisted
species on their property because, if the species is
ultimately listed, their land will be subject to increased
regrictions under Section 9 of the ESA. Similar to
Safe Harbor Agreements, Candidate Conservation
Agreements (CCA) has been developed to reverse
such disincentives that deter private landowners from
voluntarily managing their lands to benefit species.
Instead of liged species, however, CCA and
associated regulatory assurances target actions that
benefit speciesthat are proposed ascandidatespecies
for liding.

Under a CCA, property ownersidentify conservation
actions that they are willing to undertake to benfit
candidate species. In return, the landowner can
receive regulatory assurance that, in the event the
species islisted, no actions above and beyond those
agreed to in the CCA would be required. The
assurance takes the form of an enhanced surviva
permit, which authorizes the incidenta-take of the
gpecies (should it become listed), provided that the
terms and conditions of the CCA are met.

5. Liability Assurances
The federa government can provide various

assurances to private parties (developers, capita
providers, prospective buyers) to reducethe financia
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lighilitiesthat encumber properties contaminated with
hazardous substances. Such assurances can take
various forms comfort |etters, covenants not to sue,
hol d-harmlessagreements, and prospective purchaser
agreements are a few. Such assurances can hdp in
the redevdopment of indudrid lands (called
brownfields) and thereforeavoid development of open
gpace or undevel oped lands (known as greenfields).

LOAN PROGRAMS
1. Clean Water State Revolving Fund

In 1987, Congress created the Clean Water State
Revolving Fund (CW-SRF) to finance water qudity
improvement projects. The SRF provides loans,
rather than the long-standing practice of federd grant
assgance. Individud date revolving funds are
capitdized by annud “ capitdization” grantsfromEPA.
The CW-SRF now holds in excess of $40 hillionin
assets and has issued $35 hillion in loans. Each year
the SRF fund about $3 billionworthof Ioans for water
qudity projects.

Theindividud State Revolving Funds (there are now
SRF programs in each gate) work like banks.
Federa and state contributions are used to capitdize
or createthe banks; these fundsare then used to make
low-interest loans for water qudity projects. States
may choose to leverage their capitaization grants by
issuingbondswiththe * cap-grants’ as collaterd. Loan
recipients repay their loans over the 20-year term of
theloan. Repaid funds are used to finance new loans
—thus the revolving aspect of the funds.

The SRFs traditiondly have alocated their loan
portfolio to municipa wastewater trestment systems.
Increesingly, the SRFs are funding other water quaity
improvement projects, such as land acquisition, non-
point source controls, wetlands and estuary
protection, and other types of watershed projects.
Thus, the SRFs have become an important source of
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funding for stewardship practices and natural resource
management activities.

While finding a source of repayment for the loan to
acquire lands may prove chalenging, many users of
the CW-SRF have demondrated a high level of
credivity in developing sources of repayments. The
source of repayment need not come from the project
itself. Some possihilities include:

Fees paid by devel opers on other lands
Recreational fees (fishing licenseor park entrance)
Dedicated portion of locdl, county, or state taxes
or fees

Donations or membership dues

Often, propertiesinitidly acquired with aloan are re-
sold to an entity for long-term management with the
saes proceeds used to retire the initia loan.

2. Drinking Water State Revolving Fund

In 1996, Congress created the Drinking Water State
Revolving Fund (DW-SRF) as a measure to finance
drinking water protection and treatment projects. It
works in much the same manner as the CW-SRF
described above.

The dgnificant feature of the DW-SRF is that it may
lend funds to acquire critical watershed landsinorder
to protect the integrity of present and future water
supplies. It may aso be used to fund source-water
protection programs and stewardship practicesonthe
watershed lands in order to minimize or avoid
increased water trestment costs downstream at the
drinking water trestment facility.

MITIGATION MEASURES

As a result of regulations crested under Section 404
of the Clean Water Act, permitsfor discharge of fill in
wetlands can only be authorized if mitigation
“sequencing”  requirements are met: first avoiding
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impacts, then minmizng impects, and findly
compensating for any unavoidable impacts.
Compensation has usualy been undertaken by
replacement of “in-kind” wetlands (i.e., of same
function and vaue as those filled) at a location “on-
ste” The pervadve difficultyof implementingsuch*in-
kind’/“on-9te’” mitigation has led to the development
of banks.

1. Mitigation Banks

Mitigation banking is the credtion, at an offste
location, of a“bank” of wetlands that can be drawn-

on to provide compensatory mitigation in advance of
project impacts. The “bank” of wetlandsisintended
to be “in-kind” (or as close as science can provide).
Such banks enable the consolidation of severd amdl

mitigation projects into a Sngle large tract, and can
bring together grester levels of saientific expertiseand
financia resources. Moreover, banks offer the
opportunity to maintain biodiversty and ecosystem
function in a planned way, while providing market-

based opportunities for investors.

2. Conservation Banks

Conservationbanks derivethar ariginsfrommitigation
banks, but are broader in scope and enhance market-
based opportunities. They provide for “offste’
mitigation and “ out-of-kind” mitigation.

Land isacquired or dedicated “up-front” to create a
conservation bank. The lands are assembled in a
regiond preserve system, and the conservation bank
isrequired to provide for management of the property
in perpetuity. Conservation banks are pre-approved
by state and federd regulatory and wildlife agencies.

I nexchange for dedicating landstoregiond preserves,
marketable creditsare issued that may thenbe sold to
parties requiring mitigation. A person requiring
compensatory mitigation can Smply buy a credit for
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each unt of compensatory mitigation needed.
Compliance with compensatory mitigation
requirements through a conservation bank is easier
thantryingto locate awilling sdler of land that hasthe
correct type of mitigaion habitat, in the correct
location, at a reasonable price. Conservation banks
offer the dual advantages of building regional
preserveswhileenabling certain development projects
to proceed with suitable mitigation.

CHAPTER 4
INTERESTSIN LAND AND THE
POWER OF LEVERAGE

Stewardship is so integrally connected with land that
tothink of sewardship isto think of preserving parcels
of land, in whole or in pat. There are severd
dewardship programs across the country that
successfully are preserving land and cresting open
space in the landscape by acquiring the land in fee
smply absolute —where the land and dl its attributes
are purchased from another owner. The fee ample
estate in land represents dl the interests in the land,
every present interest and every future interest.
However, it is possible to effectively dedicate land to
stewardship purposes without purchasing the entire
fee ampleinterest to the red property.

The law of real property has common eements
throughout the fifty states. The law of each State is
different and gengdly govens title transfer
congderations. A genera discussionfollowsof various
interestsin land and the advantages of acquisition of
less than the entire fee smple absolute title for
purposes of stewardship of the land.

Title to land most commonly is hed in fee ample
absolute (or fee smple) so that dl of the interests of
the land accrue to the owner. The owner owns every
aspect of the land, induding the right to use the
property and its natura resources to the excluson of
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everyone else as well as the right to transfer the
property without the consent of anyone ese. If
property is viewed as a bundle of sticks with each
gtick representing a different interest in the property
the fee Smple absolute is the entire bundle of sticks.

The fee smple absolute can be divided in many ways

to createlesser interestsinland. In other words, each

gick in the bundle can be separated from the others.

For example, one can own only:

* Avrighttousedl or apart of theland (aswith an
easement),

* Anexdudve or nonexdudve right to occupy dl or
apat of the land for a stated period of time (as
with alease),

* Arighttodevelop the land (as witha development
right),

e The right to use or harvest a paticular natural
resource on the land (as with awater right),

» Aright to occupy the land for the rest of on€ slife
or the lifetime of another (as with alife edate),

* Arighttoownafutureinterest in land (as with a
remainder interest).

These types of lesser interests in land, or lesser
estates, and ther associated lesser economic
vauaions, can yidd a set of incentives that
gonificantly support and enhance stewardship
practices. Thisbaance of this chapter will examinea
set of tools based on these lesser interest estates in
land.

CONSERVATION EASEMENTS

Whenalandowner grantsa conservation easement to
another entity, the landowner permanently limits uses
of theland inorder to protect its conservation values,
but retains the ownership, use and ability to sdll the
land. Consarvation easements ordinarily will run with
the land, that is, future owners so are bound by the
terms of the easement. Conservation easements can
be drafted to encumber only part of a parce of land.
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Moreover, not every conservation easement dlows
the public access to the property encumbered by the
easement.

Conservation easements may be used for avariety of
purposes, for instance to:

» Protect habitat, wetlands, river corridors, riparian
areas, forests, and other natural resource areasfor
thelr environmenta or ecologica vaues,

* Protect “working landscapes and enable the land
to continue to be used asacommercid or family
enterprise,

» Cregte abarrier in the path of urbanization,

e All of the above.

The landowner may sd the easement or donate the
easement (which yidd different benefits explained
below). The entity that receives the easement is
usudly a government agency, aprivateland trust, or a
conservation-oriented organization. The land subject
to the easement is managed and cared for pursuant to
a management agreement that specifies sewardship
practices. Annud monitoring and ingoection of the
land to ensure compliance with the terms of the
easement is ordinarily required under the terms of the
easement.

Conservation easements yield an impressve array of
finandd and non-financid benefitsto the public and to
the landowner. All of these benefits support and
enhance the ethic and practice of Sewardship.

1. Benefitsto the Public

» Landisconserved and ecol ogical vauesprotected
at acog sgnificantly lower than full acquigtionin
feesmple.

» Limited capital for conservationcanbeleveraged,
thus greetly extending conservation opportunities.
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Landowners, by dedicating their lands, become
directly engaged in the conservation enterprise,
and provide leadership and set an example for
stewardship.

Land encumbered by easements may fadilitate the
assembly of protected lands through contiguous
blocks of parcels at an ecosystem or landscape
scae. Conversdly, easements may prevent the
fragmentation of habitats and the disruption of
migratory corridors.

Consarvation easements may prevent the
unplanned and random conversion of lands to
more intensve uses.

Purchase of conservation easements can serve as
a regulatory mitigation for a development that is
approved for another location.

. Benefitsto a Landowner

If the property easement is donated, significant
tax benefits may accrue to the landowner.

If the property easement is sold, the landowner
recaves a lump sum payment or a stream of
payments over time.

The payments can be used to reduce debts and
modernize operations; and enable the owner to
sudtain aviable enterprise.

The payments may be used for retirement
puUrposes.

The payments may be dedicated to estate
Settlement.

The paymentsmay be reinvested intherestoration
of the land by direct capital expenditures for
improvements, or for financing capita
improvements over time, and/or by sarving as a
matchfor governmentd programs for restoration.
The presence of a conservationeasement reduces
assessed vaue of the property and thereby
reduces property tax assessments.

The presence of a conservationeasement onland,
by reducing the property tax assessment, reduces
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the ultimate vdue of the estate of the landowner
and lessens the tax burdenonthe estate and heirs.

Beyond these financid benefitstothelandowner, there
is another set of benefits that support the ethic of
sewardship. Landowners motivations are complex
and deeply rooted in persond bdiefs about land
preservation and dewardship. Some of the
motivationsto sell or donate a conservation easement
are:

. With the development potential of the
property diminated or reduced, the land has
a lesser vdudion and lesser tax burden,
dlowing many familiesto retain the property
in family ownership for succeeding
generations, especidly for home sitesfor ther
children.

. Theproperty holdsdeep personal attachment,
reflecting yearsof hard work, and a history of
sustained family ownership and care for the
land. A conservation easement can ensure
that the land is preserved to reflect the
family’svaues.

. The property can contribute to a viable local
or regiond agricultura community, and can
hep retain the agriculturd character of the
region.

TRANSFER OF DEVELOPMENT RIGHTS

Another lesser interest in land that can be transferred
independently of the fee interest to support
sewardship in acommunity isthe right to develop the
land in accordance with local regulatory authorities
suchas zoning and conditiond use permits. There are
avaiety of rlatively new tools that may be employed
to remove or transfer the right to develop from one
parcel to another. These techniques are known as
“compensatory regulations.” They hold the promise of
providing regulatory relief for landowners,
compensating affectedlandowners, augmenting public
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land acquidgtion programs, and edablishing a
permanent conservation —oriented land use policy.

1 Transferable Development Credits (by
negotiation)

In a Tranderable Devdopment Credits (“TDC")
program, individud landowners can voluntarily enter
into negotiations whereby the owner (sender) of open
space, agriculturd, or habitat land sdlls or transfers
“development credits’ to a developer (receiver)
wighing to increase the density of a developable
parcd. Local governments can encourage such
transfers by acting as facilitator and by alowing an
increase in dengty over the base zoning on the
receiver’s parcel in return for a dedication of a
perpetua easement on the sender’s parcdl. Thistype
of program is voluntary and requires developers to
identify and negotiate with willing sdllers of TDCs on
a case-by-case basis.

2. Transferable Development Credits (by
ordinance)

Instead of having landowners negotiate TDC deals on
a project-by-project basis, loca governments can
adopt a TDC ordinance to encourage protection of
open space, agricultural land, and habitat lands, while
guiding future devel opment into areas most capable of
supporting increased dengty. A TDC ordinance
desgnates by zoning “sender areas’ where
development is restricted and “receiver areas’ where
density may be increased. Landowners wishing to
develop above the base zoningindesignated receiver
areas mug acquire TDCs from landowners in the
sender areas. When TDCs are sold, the sending
parcdl mug dedicate a perpetuad conservation
easement to encumber the land that prohibits future
subdivisonor changesinuse. |n some circumstances,
TDCs may be severed from the land and traded on
the openmarket. Inaddition, severable TDCsmay be
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mortgaged and leveraged to acquire large tracts of
land in sender aress.

3. Tradable Conservation Credits

Landowners who voluntarily preserve their lands (for
ingance, through conservation easements) may be
entitled to earn “conservation credits.” Such credits
may be fredy tradable at market prices to alow
landownerswho need creditsfor regulatory mitigetion
to purchase them from landowners who have
exercised gewardship to preservetheir lands. Credits
could also be earned for actions to restore and/or
enhance habitats.

4, Purchase of Development Rights

Devdopment rights may be purchased on the open
market by private land trusts or conservation-oriented
organizations and then smply held in perpetuity to
prevent future development or subdivision. The public
benefitsby the purchase in that the land is protected in
perpetuity; and the landowner benefits by the financid
reward for his stewardship practices.

TRANSFER OF WATER RIGHTS

In order to fadlitate the practice of stewardship,
especidly for the benefit of aguatic habitats and
riparian corridors, certain weater rights may be
transferred, assigned, donated, or sold.

The trander of a water right from an on-land
gpplication (such as irrigetion) to sudtan in-stream
flows for enhancement of a fishery, protection of
aquatic habitats, and/or protectionof ariparianstream
zone are anew and growing practice. Sometimes the
right is permanently transferred through a market
transaction; or the right can be temporarily |leased for
a limited period to correspond to a critical seasona
flow need. These seasonal in-siream flow dedications
can produce consderable benefit to habitat without
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the need for lengthy and expensve water right
proceedings or adjudicatory hearings.

State law varies as to the mechanics of water right
transfers. Often the state must deem that in-stream
flowsarea“beneficid uss’. Downstreamright holders
and senior right holders must be protected and/or
compensated.

LIFE ESTATESAND
REMAINDER INTERESTS

A landowner may wish to enjoy his property during
his lifeime but want to dedicate the property to
conservation purposes after hisdesth. Insuch a case,
rather than providing for dispostion of hislandin his
will, he may find it to his financia advantage to
consider transfearring the property during his lifetime,
but reserving alife estate to himsdlf. During the term
of hislife estate, the landowner remainsin title to and
possession of the land, subject to the remainder
interest of the owner of the remainder interest (the
“remainderman”). Such an arrangement requires that
the owner of the life estate preserve the property
during his life edate for the benefit of the
remainderman. It also could be drafted to require that
the remainderman has an obligation to mantain the
property for conservation purposes uponthe death of
the owner of the life estate. Donation of aremainder
interest for conservation purposes may qudify for
favorable tax treatment.

CHAPTER 5
RECOMMENDATIONS

This paper has explored the concept of sewardship as
animportant means to restore and protect America's
land legacy and has set forth the essence of
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sewardship, principles for stewardship, and a
framework to further indiill tewardship inthe ethos of
the United States. It makesthe casethat the practice
of stlewardship can produce substantial economic and
environmenta vaue to society. It also presents an
open-ended compilation of policies, tools and
incentivesthat will support stewardship asanethic and
implement stewardship as a practice.

Based on thisresearch, EFAB finds:

. Theethic of stewar dship should bethe basis
and guiding theme for the conservation of
America's land legacy, and should be the
foundation for a public and private
commitment to ensure the present and future
productivity of our lands and watersheds.

. The practice of stewardship should be the
preferred management strategy to be applied
to America s landscape of public and private
lands, and should be supported with a
portfolio of tools, palicies, financid incentives,
information and education.

EFAB gtrongly believes that stewardship should be a
compelling component of America's overal agenda
for environmentd protection, ecologica restoration,
and economic vitdity. Stewardship builds upon
America’s fundamental vdues individud and civic
respongbility, volunteerism, sysems of incentives and
rewards, and a care for future generations.
Stewardship rightfully belongs withinthemissonof the
Environmenta Protection Agency; and with EPA’s
capable leadership can become a critical part of our
future environmentd plans.

EFAB thereforeoffersthe fallowing recommendations
to the Adminigrator:
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EPA should embrace stewardship as a core
vaue of the Agency, and as a foundation for
the Strategic Plan.

EPA should perform an internd review of its
authorities, programs, and initidtivestoidentify
their contributions to individud stewardship,
community stewardship, and corporate
sewardship. This review would be the basis
to advance stewardship as a coherent and
centra theme of EPA’s Strategic Plan and
annua budget.

EPA should redign its grant assistance
programs to states and communities to foster
and support stewardship practices. For
example, funding for watershed councils
would directly support on-the-ground
dewardship practices that enhance and
protect the integrity of the land and water
resources.

EPA should create an internet-based
clearinghouse dedicated to stewardship to
promote the exchange of ideas, provide
benchmarks of successful practices, and
inform and educate.

EPA should work with the Council on
Environmenta Qudity, the Depatment of
Interior, the Department of Educationand the
Depatment of Agriculture to organize and
convene anationd didogue onstewardshipto
engage Stewards and practitioners in
development of a nationd framework for
stewardship.

EPA should vigoroudy implement the Clean
Water Action Plan (CWAP) as amodd for
Federal interagency cooperation on
watershed management.  Through the
CWAP, and other interagency committees,
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EPA should support implementation of the
Farm Bill and its compdling stewardship
incentivesfor farmland conservation, wetlands
restoration, and habitat protection.

. EPA should reconsder EFAB’s prior
recommendation for a new financing vehicle
for dewardship in the form of an
Environmentd State Revolving Fund (ESRF).
Building on the exemplary success of the
Agency’'s CWSRF and DWSRF, a new
revolving furd can be developed and
capitalized for sudanable finendng of

stewardship practices.
2.
EFAB urges the Adminidrator to consider these
recommendations and take advantage of this
opportunity in these pivotd times to more firmly
edtablish the ethic and practice of ewardship within
the bedrock of America's values to protect and
preserve our landsand watersheds for al generations
to come. The Board stands ready to assist the
Agency in thisimportant endeavor.
APPENDIX 1
EFAB STEWARDSHIP
ROUNDTABLE
San Francisco, CA 3.
August 8, 2001

QUESTIONS FOR THE PANEL

1 The use and disposition of privately held
land is determined primarily by market
for cesand by applicablelaws,regulations,
and codes. In addition to these driving
forces, long-term conservation and
stewardship of private lands may need
creative tools and incentives to
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supplement these mar ket and regulatory
for ces.

a. What is the appropriate role of
voluntary efforts by private
owners in the long-term
conservation and stewardship of
their lands?

b. What is the potential to instill a
sewardship ethic and to apply
sewardship “best management
practices’ for the management of
private lands?

What manner of incentives may be
appropriate to encourage and reward
stewar dship practices? Please comment
on the potential utility of:

a. information and education

b. recognition and rewards

C. technical assistance and peer
support

d. financial assistance

e. tax considerations

f. commodity prices support
programs

0. other creativeincentive.

As a manager of the public lands, as a
regulator, and as a provider of financial
assistance the federal government plays
an important role in promoting the ethic
and practice of stewardship. Please
comment on how the federal gover nment
could improveits performance and make
a greater postive impact to promote
stewardship. Does the federal
government have a role to provide a
forum for the various groupsinter estedin
dewardship, i.e, states, non-profits,
business organizations and faith-based



organizations, to meet and craft aunified
approach to a national policy regarding
stewar dship?

Stewardship through land acquisition in
fee dmple absolute now is being
supplemented by creative acquisitions of
less-than-fee-smple estates. These
lesser estates in land include
conservation easements, development
rights, water rights and greenway
easements, among others.

a. Please comment on the financial
advantagesof acquisition of lessa
than fee ample estatein land for
stewar dship pur poses.

b. How can the purchase of lesser
estates in land, including
easements and development
rights, promote the ethic and
practice of sewardship?

C. What financial tools or
mechanisms might be applied to
the purchase of easements and
other lesser estates in land in
order to optimize the capital
investment outlay?

What is the potential for usng loans
rather than grants as the investment
vehicle? Should loans be structured to
create arevolving or sustaining sour ce of
investment capital ?

What is the potential for creating
per manent endowment funds and/or fully
capitalized accounts that could be
managed to support private stewardship
practices or to support care and
restoration of lands and habitats? What
are the comparative advantages and
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disadvantages of the different vehicles
that have established permanent
endowmentsfor stewardship?

7. Inthe TMDL program for water quality
management in a watershed,
responsibility for pollutant reductionsis
allocated to all discharges.

a. What is the potential to employ
trading regimes to enable cost-
effective pollution control
investments to be made within
water sheds?For example,woulda
mechanism that allowed trading
between point sour ce dischar ges
and non-point dischar gespromote
sewardship?

b. What is the potential to employ
market mechanisms for cost-
effective reduction of pollutant
discharges to meet TMDL
allocations? For example, do you
think an open market for the
buying and selling of “discharge
reduction credits’ would be an
effective stewar dship tool?
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