Water & Soil Resources Board Pro'ec’r Fundin Summor

(S in Thousands)

) Governor’s
Agency Request Gov;rnor S Planning
Project Title Agency Funding ec Estimates
Priority Source 2006 2008 2010 2006 2008 2010
RIM Reserve Program and CREP II 1 GF $4,750 $4,000 $4,000 $4,750 $1,500 $1,500
GO 25,400 10,000 10,000 25,400 10,000 10,000
Local Government Road Wetland Replacement 2 GF 700 700 700 700 700 700
GO 3,500 3,983 4,298 3,500 3,983 4,298
Streambank, Lakeshore, Road Retention 3 GF 260 260 260 0 0 0
GO 5,000 5,000 5,000 0 0 0
Study Areal ll 4 GO 500 0 0 0 0 0
Army Compatible Use Buffer (ACUB) 5 GO 500 0 0 0 0 0
Grass Lake 6 GO 2,200 0 0 0 0 0
Project Total $42,810 $23,943 $24,258 $34,350 $16,183 $16,498
General Obligation Bonding (GO) $37,100 $18,983 $19,298 $28,900 $13,983 $14,298
General Fund Projects (GF) $5,710 $4,960 $4,960 $5,450 $2,200 $2,200
Funding Sources: GF = General Fund THF = Trunk Highway Fund OTH = Other Funding Sources
GO = General Obligation Bonds THB = Trunk Highway Fund Bonding UF = User Financed Bonding
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Water & Soil Resources Board

Agency Profile

Agency Profile At A Glance
Local Government Delivery System:

Agency responsibilities are delivered with or implemented by local
government to assure local priorities are met and participation in private
lands management occurs. These include:

¢ 91 Soil and Water Conservation Districts (SWCD’s); 450 Elected
Supervisors; 359 District Employees

44 Watershed Districts; 220 Managers; 66 Employees

27 Watershed Management Organizations (WMO’s); 162 Members

87 Counties

230 Cities

304 Western Community Action Local Government Units (WCA LGU’s)

* & 6 o o

Accomplishments:

¢ 178,181 acres of wildlife habitat and wetlands restored through Reinvest
in Minnesota (RIM) Reserve

29,588 acres of wetland loss avoided

208 feedlots improved through state cost share grants

1.9 million tons per year of soil erosion prevented

522,000 tons of sediment kept out of lakes, rivers and streams

1,105,000 pounds of phosphorus kept out of lakes, rivers, and streams.

* & & o o

Agency Purpose

The Board of Water and Soil Resources’ (BWSRs) purpose is to protect and
enhance the state’s irreplaceable soil and water. The board implements the
Wetland Conservation Act and comprehensive local water management
through local units of government. The agency is the state’s administrative
agency for 91 soil and water conservation districts, 44 watershed districts, 27
metropolitan watersheds and 80 county water management organizations.

Land Ownership

Federal
Land
Private 6%
78%

State/Local
Land
16%

Because 78% of the state is privately owned, the agency’s focus on private
lands is critical to the state attaining its goals for clean water, clean air, and
abundant fish and wildlife. Managed wisely, these working lands —
Minnesota’s farms, forests, and urban areas — can benefit air and water
quality, preserve and enhance fish and wildlife habitat, prevent loss of
wetlands, and preserve open spaces.

Variety of Land Uses

Forest land Cropland-
30% cultivated
43%
Urban/Other Water

9%

O,

Pastureland Federal
o 6%
6%
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Water & Soil Resources Board Aenc Profile

Agency programs to assist landowners and local governments have resulted
in less sediment and nutrients entering our lakes, rivers and streams; more
fish and wildlife habitat and the drastic slowing of wetland losses. These
outcomes are achieved, in spite of intensification of agriculture, greater
demands for forest products and rapid urbanization in many parts of the
state.

Core Functions

BWSR'’s mission is implemented through the following core functions:

+ serves as the state soil conservation agency (M.S. 103B.101);

+ directs soil and water conservation programs through the state’s
SWCD'’s, counties, cities, townships, Watershed Districts, and Water
Management Organizations (M.S. 103C, 103D);

+ ensures linkage of water resource planning with comprehensive land use
planning (M.S. 103B);

+ resolves water policy conflicts and issues (M.S. 103A.211, 103A.305,
103A.315, 103A.311);

+ implements all comprehensive local water management acts (M.S.
103B.201, 103B.255, 103B.301);

+ provides a forum (through the board) for local issues and priorities to be
incorporated into state public policy (M.S. 103B.101);

+ enforces the state Wetland Conservation Act (M.S. 103G); and

+ coordinates state and federal resources to realize local priorities.

Operations

The board consists of 17 members representing local government entities
delivering BWSR services, state agencies and citizens. The board sets a
policy agenda designed to enhance service delivery though local units of
government. Agency staff is located in eight locations throughout Minnesota.
The focus of agency staff is to provide technical and financial assistance to
local governments in order to plan and implement agency policy on privately
owned lands. The agency also works with private landowners to implement
conservation on the ground. This provides an opportunity to apply state,
federal, local, and private resources to projects that help maintain water
quality, prevent soil loss and erosion, ensure planning for land use and
protect wetlands located on privately owned lands. These partnerships in

service delivery ensure that the interest of state policy is implemented with
local issues and problems in mind.

Budget

Two-year State Budget:

¢ $8.1 million in operating funds

¢ $24.1 million in pass-through grants

¢ $27.8 million in 2005 session capital projects

BWSR funding is primarily from the General Fund. The majority of the funds
are passed through to local government to administer state policies and
programs the agency is responsible for. Outcomes are evaluated to assure
conservation policy objectives are attained and that resources are expended
to assure program success.

Contact

Ronald Harnack, Executive Director
Minnesota Board of Water and Soil Resources
One West Water Street, Suite 200

Saint Paul, Minnesota 55107

Phone: (651) 296-3767

Fax: (651) 297-5615

BWSR Home page: http://www.bwsr.state.mn.us
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Water & Soil Resources Board S’rro’reic Plonnin Summor

At A Glance: Agency Long-Range Strategic Goals

The Water and Soil Resources Board’s (BWSR) Strategic Plan identifies
voluntary resource management strategies and related goals. Resource
management strategies are focused on a combination of education, financial
incentives, and regulation. The goal is to build local capacity for water
resource management by providing assistance to local governments and
landowners in preventing natural resource problems and mitigating existing
problems.

Agency goals and objectives that are achieved through capital projects
include:

+ protecting or retiring marginal agricultural and environmentally sensitive
lands

+ targeting limited resources to the highest priority marginal and sensitive
lands

¢ creating natural retention systems to improve surface water runoff and
enhance groundwater recharge

¢ achieving the state’s policy of no net loss of wetlands

+ installing best management practices on Minnesota lands

BWSR programs, as outlined in the capital budget request, use incentives
and include tools local governments can use to enhance local conservation
program delivery. Incentives provide opportunities to remove marginal ag-
land and environmentally sensitive land from production and provide
solutions for extreme shoreland erosion and flood damage to land and
wildlife habitat. They encompass both urban and rural values and provide
both loan and grant programs.

Conservation Easement Programs: As part of the state’s effort to protect
marginal land and improve water quality, BWSR administers various
conservation easement programs. These programs acquire or support the
acquisition of easements to restore or protect critical lands.

The state established the Reinvest in Minnesota (RIM) Reserve Program in
1986. Since then, state-funded easement programs have secured more than
121,000 environmentally sensitive acres throughout the state.

The focus for acquiring easements over the past three years has been on the
Minnesota River Conservation Reserve Enhancement Program (CREP) to
preserve 100,000 acres and realize related water quality and habitat benefits.
While not ignoring the Minnesota River's on-going resource needs, the RIM
Reserve program will resume a statewide focus. RIM conservation
easement programs include:

RIM Reserve Match to the Minnesota River Basin Project under the
CREP

The purpose of this program is to retire marginal, flood-prone cropland along
the Minnesota River and its tributaries and to reduce phosphorus and
sediment pollution in the river.

RIM Reserve: Leverage Funding for Wetland Reserve Partnership
(WRP)

This program restores previously drained wetlands and protects them from
future drainage with a perpetual easement. The combination of a 30-year
National Resource Conservation Service (NRCS)/WRP easement and a RIM
Reserve perpetual easement streamlines the easement process for both
local units of government and landowners. The requested funding provides
the state match for the program. The geographic focus of this program is the
Prairie Pothole Region.

RIM Reserve and Permanent Wetland Preserves (PWP)

RIM Reserve takes marginal agricultural land out of crop production to
protect soil and water quality and support fish and wildlife habitat. PWP
protects existing, at-risk, urban and rural wetlands from conversion to other
uses by offering financial compensation to landowners in return for a
perpetual easement. The geographic focus is statewide. By preserving
wetlands, before they are drained, the state can preserve its natural
resources at a lower cost.

BWSR will continue to leverage federal funding through CRP, WRP, CREP,
the North American Wetland Conservation Council (NAWCC), and other
private conservation organizations to maximize program outcomes.
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Water & Soil Resources Board S’rro’reic Plonnin Summor

Public Transportation Wetland Replacement Program

The Minnesota Local Government Roads Wetland Replacement Program
results from a statutory obligation of the state to replace wetlands lost to
safety improvements made to public transportation projects (M.S. 103G.222,
Subd.1(1). This program supports the “no-net-loss” requirements of both
state and federal regulations. It benefits a wide number of constituent
groups: local road authorities by assigning responsibility for replacing the
inevitable loss of wetlands to the state; environmental interests by
establishing higher quality wetland replacement sites; state taxpayers by
reducing the overall costs of constructing these replacement wetlands due to
economies of scale and citizens by avoiding delays in undertaking public
safety enhancements to existing roads due to wetland mitigation costs.

Streambank, Lakeshore, and Roadside Erosion Control Program

This program provides for the protection of water quality, fish and wildlife
habitat, public infrastructures, and public safety through:

¢ protection and restoration of environmentally sensitive lake and river
shoreland areas through the purchase of conservation easements,
103F.225 (Shoreland Protection Program);

+ restoration of severely eroded lake and river stream banks through the
installation of erosion control practices with cooperating public entities;
and

¢ reduction of flood damage through the installation of road retention
projects.

Trends, Policies and Other Issues Affecting the Demand for Services,
Facilities, or Capital Programs

The following trends and issues are shaping the development of programs at
BWSR:

= Non-point source pollution strategy moves to implementation
phase. The strategy for non-point source pollution has moved to the
implementation phase, which accelerates the need to install soil
erosion and water quality practices on the land. BWSR’s local
government network provides the means to effectively disseminate
conservation, financial and technical assistance to private

landowners throughout the state. Through its local water
management programs, BWSR can identify, assess, prioritize, and
implement programs and practices to address non-point concerns at
the local level.

Federal action increases pressure. Federal action has increased
pressure on BWSR and local governments to increase their efforts in
land and water conservation. The current farm bill authorizes states
to apply and have land set-aside of up to 100,000 acres in
conservation easements. This program provides the potential for the
state to leverage $4 of federal funds for every $1 of state match.
Further, decreased USDA staffing for the NRCS has increased
pressure on local and state governments to provide the technical
assistance necessary to design and install conservation practices. In
addition, EPA is requiring states to address impaired waters and
nutrient enrichment (hypoxia) in the Gulf of Mexico. These factors
have increased demands for service.

Increased acknowledgement of and reliance on the role and
capabilities of local government. Over the past several years,
state government has grown increasingly dependent on local
government to carry out state initiatives. Cooperative resource
management is an effective way to maintain or increase resources
without increasing funding. Local government officials and staff have
advantages that the state does not — they have knowledge of local
resources and attitudes, personal friendships, an awareness of local
needs and priorities and authority over local land use decisions.
Local government capabilities in resource management have grown
significantly. They are now at a point, however, where they need a
wider variety of training and assistance in technical, leadership, and
management issues.

Increased natural resource awareness and willingness to take
action to ensure a future with high quality natural resources.
Minnesotans are aware of environmental concerns, particularly water
quality. With approximately one-third of Minnesota adults either
owning a cabin or recreational land, the state’s citizens are more
willing to make reasonable sacrifices to protect and improve water
quality. Going to the cabin is a tradition for many families and they
will notice if poor water conditions affect their favorite lake or fishing
stream. Residents also are more aware of the need to protect
marginal lands, especially those close to critical water resources.

State of Minnesota 2006 Capital Budget Requests
1/17/2006
Page 5



Water & Soil Resources Board S’rro’reic Plonnin Summor

The agricultural community has accepted the need to remove
marginal agricultural lands from production in order to improve
production efficiency and water quality.

Provide a Self-Assessment of the Condition, Suitability, and
Functionality of Present Facilities, Capital Projects, or Assets

The following information outlines the condition of Minnesota’s 23 million
acres of cropland and related conservation needs.

Total Minnesota Cropland: 23 Million Acres
Soil Conservation Needs:

10 Million Acres:

¢ protected from erosion; annual erosion is less than the tolerable rate of
soil loss

¢ on-going need to maintain good management practices

8 Million Acres:

¢ eroding at one to two times the tolerable rate of soil loss

¢ need for technical assistance to landowners to implement sustainable
management practices is vital

2.5 Million Acres:

¢ eroding at greater than twice the tolerable rate of soil loss

+ productive land only if protected with conservation practices

¢ targeted cost-share programs for conservation practices and technical
assistance to landowners are critical

2.5 Million Acres *:

drained wetlands

marginal cropland

highly erodible and located in floodplains
targeted land retirement programs are needed

* 600 o

Funding for BWSR conservation easement programs will be used on
portions of these lands.

Other Resource Protection Needs:

1,600 miles of eroding streambanks and lakeshore
4,300 cubic yards of soil are lost per year from roadside erosion

Agency Process Used to Arrive at These Capital Requests

In determining the amount of this request, acreage and application estimates
were compiled based on historical program demands. .

Internal agency estimates were used to arrive at the amount requested for
PWP program. All requests reflect demands for service or assistance
provided to local government and citizens.

Major Capital Projects Authorized in 2002 and 2003
Local Government Roads Wetland Banking Appropriations

2002 $2.7 million (vetoed)
2003 $2.7 million
2005 $4.4 million
Conservation Easement Program Appropriations
2002 $2.0 million (vetoed)
2003 $1.0 million
2005 $23.0 million
Shoreland Easements
2002 $750,000 (vetoed)
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Water & Soil Resources Board Project Narrative
RIM Reserve Program and CREP |

2006 STATE APPROPRIATION REQUEST: $30,150,000
AGENCY PROJECT PRIORITY: 1 of 6

PROJECT LOCATION: Statewide for RIM; Southeast, Southwest, and
Northwest MN for CREP I

Project At A Glance

The Reinvest in Minnesota (RIM) Reserve and the Permanent Wetlands

Preserve (PWP) programs compensate landowners for granting conservation

easement to:

+ Protect or retire marginal and environmentally sensitive agricultural lands

+ Protect and enhance water quality of rivers, streams, and lakes

+ Create fish and wildlife habitat

+ Contribute toward a net gain of wetland resources

¢ Reduce flood damage through the creation of natural water retention
systems.

Project Description

Degrading water quality and diminished habitats can be found throughout
Minnesota. Approximately 2.5 million of the state’s 23 million acres of
cropland have been targeted as having more benefit to the state as retired
cropland. The Reinvest in Minnesota (RIM) Reserve and the Permanent
Wetlands Preserve (PWP) programs compensate landowners for granting
conversation easements and establishing native vegetation habitat on these
economically marginal, flood-prone, or highly erodible lands.

The Board of Water and Soil Resources (BWSR) is requesting $30.15 million
in 2006 to purchase conservation easements on private land. Of the total
amount,  $25.4 million is for easements and $4.75 million is for
implementation.

BWSR’s RIM Reserve program is an important component of the state’s
efforts to improve water quality by reducing soil erosion and improving

wildlife habitat on private lands. RIM Reserve is implemented in cooperation
with local Soil and Water Conservation Districts (SWCDs).

Damage to Minnesota resources occurs in the form of soil erosion,
sedimentation of eroded soil, and phosphorus. Soil erosion reduces farm
productivity, increases the costs of farming, and creates sediment for
downstream communities to address. Sedimentation fills rivers and lakes,
destroys habitat, carries pollutants, increases flood severities, and reduces
recreational value. Phosphorus makes water unsuitable for fish or human
activities, promotes excess aquatic plant growth, and promotes
eutrophication of water resources.

Both the RIM Reserve and PWP programs meet the goals and objectives of

BWSR’s strategic plan. They protect the state’s water and soil resources by

retiring existing marginal agricultural lands, by restoring drained wetlands

and by protecting existing wetlands that are highly susceptible to alteration.

Agency goals that are achieved through capital projects include:

+ protecting or retiring marginal and highly sensitive agricultural lands;

+ targeting limited fiscal resources to highest priority natural resources;

+ allowing land managers to focus stewardship efforts on more productive
and profitable lands;

¢ creating natural retention systems to improve surface water quality and
enhance groundwater recharge;

+ working toward a net gain of wetland resources; and

+ installing best management practices on Minnesota lands.

The state of Minnesota achieves quantifiable water quality benefits by
removing this environmentally sensitive cropland from production. From
1998 to 2002, through BWSR’s Local Government Annual Reporting System
(LARS), with data reported by SWCDs, BWSR calculated the benefits at 9.6
tons/acre/year sediment reduction, 4.2 tons/acre/year soil loss reduction, and
5.3 pounds/acre/year reduction from each acre enrolled in a conservation
easement.

Conservation Reserve Enhancement Program (CREP) Il

In the Minnesota River CREP, Minnesota enrolled 2,445 easements totaling
100,000 acres of environmentally sensitive cropland at a cost to the state of
$81.4 million out of a total cost of $244.4 million. Based on that success, the
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Water & Soil Resources Board Project Narrative
RIM Reserve Program and CREP |

governor signed an agreement with the Federal Government on 4-22-05 for
the CREP Il program. CREP Il will target enroliment of conservation
easement in the following watershed locations: Lower Mississippi, Red River
Basin, Des Moines and Missouri. The total cost of the project is estimated to
be $250 million, to which the state would contribute approximately $50 million
20%; the rest would be provided by the federal government (80%) - a 4:1
leverage opportunity. The state contribution also includes in-kind
contributions as well as funds. A statewide CREP Il will allow the agency to
begin working simultaneously in three watersheds toward our state cap of
220,000 acres. In CREP Il the goal is to enroll 120,000 acres.

The legislature funded the first half of CREP Il in the 2005 session. The
deadline for Minnesota’s CREP agreement with the federal government is
12-31-07.

RIM Reserve/USDA Wetland Reserve Program Partnership (WREP)

The BWSR, in partnership with U.S. Department of Agriculture’s (USDA'’s)
Natural Resources Conservation Service (NRCS) submitted an application to
participate in USDA’s Wetlands Reserve Enhancement Program (WREP) in
2004. Minnesota’s approved WREP is a three-year, $16.2 million plan.
Under the plan, the USDA will provide $2.5 million in 2004, and commits a
total of $15 million over three years. BWSR will provide $1.2 million towards
the effort, allocated over three years. Landowners who apply and are
accepted into the WREP must enroll in both a federal WREP easement and
a state RIM Reserve easement. This partnership allows Minnesota’s BWSR
to leverage additional federal WREP dollars for Minnesota reduces the
state’s payment to landowners. We expect to enroll approximately 7,250
acres in WREP.

Other Conservation Initiatives

BWSR has solicited and received matching funds from the federal North
American Wetland Conservation Council (NAWCC) for RIM wetland
restoration easements. To date, BWSR has received approximately $2.8
million for projects throughout the state. These habitat restoration projects
include the Minnesota River watershed, the Heron Lake restoration (in
Jackson, Nobles, Cottonwood, and Murray counties), Grass Lake restoration
(in Kandiyohi County, near Willmar), Northern Tallgrass Prairie restoration

(covering 18 counties in Northwestern Minnesota) and the Prairie Heritage
restoration project (covering 38 counties in Southern Minnesota.) These
projects include numerous partners and have been initiated at the local level.
BWSR continues to seek grants from NAWCC to fund conservation
easements associated with special projects like those listed above or
projects located within priority watersheds. This matching program requires
a 1.5:1 match in order to be competitive nationally.

It is anticipated that conservation groups, such as Pheasants Forever, Ducks
Unlimited, Isaac Walton League, Minnesota Waterfowl Association, The
Nature Conservancy, Trout Unlimited, and the U.S. Fish and Wildlife Service
will continue to leverage dollars towards the establishment of conservation
practices on RIM Reserve easements. From 1992 to present, these
organizations contributed approximately $2.8 million to the program, and
made additional donations in the form of grass seed and in-kind services.

Impact on Agency Operating Budgets (Facilities Notes)

The $4.75 million requested is for implementation the CREP Il program.
(Total CREP Il implementation including the FY 2005 appropriation totals
$7.75 million.) This amount is required to support the necessary realty,
engineering and administrative functions associated with 4,500+ easement
acquisition and establishment of conservation practices on those easement
lands. SWCD’s will receive approximately 50% of this total as a
Conservation Easement Services Grant to offset their cost to secure
easement, develop conservation plans, and monitor easement compliance.

Previous Appropriations for this Project

1996 $11.5 million
1998 $15.0 million
2000 $21.0 million
2001  $51.4 million
2003 $1.0 million

2005 $23.0 million
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Water & Soil Resources Board Project Narrative
RIM Reserve Program and CREP |

Other Considerations

In April of 1998, a citizen’s advisory committee issued a report “The
Continuing Journey to Preserve Minnesota’s Outdoor Heritage,” that sums up
the state of wildlife-based recreation in Minnesota. This committee was
established by the 1997 Legislature to review the original RIM program to
see if it had been successful. The report found that RIM has been
successful, but that it has been under-funded. As a result, Minnesota’s fish,
wildlife, and native habitats continue to lose ground due to urban sprawl,
agricultural practices, and other development. The report concluded that
Minnesota must increase investment into programs that protect and restore
fish, wildlife, and native plant habitats. The report called for expansion of the
RIM Reserve, PWP, and CREP easement programs so that the state can
protect more habitat, and recommended a funding level of $20 million a year
to accomplish it.

Project Contact Person

Ronald D. Harnack, Executive Director
Board of Water and Soil Resources
520 Lafayette Road North

Saint Paul, Minnesota 55107

Phone: (651) 296-0878

Fax: (651) 297-5615

E-mail: ron.harnack@bwsr.state.mn.us

Governor's Recommendations

The Governor recommends general obligation bonding of $25.4 million for
this project, with a general fund appropriation of $4.75 million to administer
the program. Ongoing funding for the RIM program is also included in
budget planning estimates at $11.5 million in 2008 and $11.5 million in 2010.
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Water & Soil Resources Board Project Detail
RIM Reserve Program and CREP | ($ in Thousands)

TOTAL PROJECT COSTS SOURCE OF FUNDS
All Years and Funding Sources Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL FOR DEBT SERVICE
1. Property Acquisition 356,500 125,400 55,000 55,000 591,900 PAYMENTS
2. Predesign Fees 0 0 0 0 0 (for bond-financed Percent
3. Design Fees 0 0 0 0 0 projects) Amount of Total
4. Project Management 12,889 4,750 4,000 4,000 25,639 General Fund 25400 | 100.0%
5. Construction Costs 0 0 0 0 0 User Financing 0 0.0%
6. One Percent for Art 0 0 0 0 0
7. Relocation Expenses 0 0 0 0 0 STATUTORY AND OTHER REQUIREMENTS
8. Occupancy 0 0 0 0 0 Project applicants should be aware that the
9. Inflation 0 0 0 0 0 following requirements will apply to their projects
TOTAL 369,389 130,150 59,000 59,000 617,539 after adoption of the bonding bill.
No MS 16B.335 (1a): Construction/Major
CAPITAL FUNDING SOURCES Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Remodeling Review (by Legislature)
State Funds : No MS 168.335 (3): Pregjesig.n Review
G.O Bonds/State Bldgs 90,239 25,400 10,000 10,000 135,639 Required (by Administration Dept)
General Fund Projects 16,150 4,750 4,000 4,000 28,900 No | MS 16B.335 and MS 16B.325 (4): Energy
State Funds Subtotal 106,389 30,150 14,000 14,000 164,539 Conservation Requirements
Agency Operating Budget Funds 0 0 0 0 0 No | MS 16B.335 (5): Information Technology
Federal Funds 263,000 100,000 45,000 45,000 453,000 Review (by Office of Technology)
Local Government Funds 0 0 0 0 0 Yes | MS 16A.695: Public Ownership Required
Private Funds 0 0 0 0 0 No | MS 16A.695 (2): Use Agreement Required
Other 0 0 0 0 0 No MS 1§A.695 (4): Prpgram Funding Review
TOTAL 369,389 130,150 59,000 59,000 617,539 Required (by granting agency)
Yes Matching Funds Required (as per agency

CHANGES IN STATE

Changes in State Operatin

g Costs (Without Inflation)

request)

Yes | MS 16A.642: Project Cancellation in 2011

OPERATING COSTS FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL
Compensation -- Program and Building Operation 1,690 1,720 1,720 5,130
Other Program Related Expenses 3,060 2,280 2,280 7,620
Building Operating Expenses 0 0 0 0
Building Repair and Replacement Expenses 0 0 0 0
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 4,750 4,000 4,000 12,750
Revenue Offsets 0 0 0 0
TOTAL 4,750 4,000 4,000 12,750
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0
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Water & Soil Resources Board Project Narrative
Local Government Road Wetland Replacement

2006 STATE APPROPRIATION REQUEST: $4,200,000
AGENCY PROJECT PRIORITY: 2 of 6

PROJECT LOCATION: Statewide potential - depends on project location.

Project At A Glance

The Minnesota Local Government Roads Wetland Replacement program is
in response to a statutory obligation of the state to replace wetlands lost to
safety improvements made to public transportation projects as required
under M.S. 103G.222, subd.1, (1).

Project Description

The Minnesota Local Government Roads Wetland Replacement program is
in response to a state statutory obligation to replace wetlands lost to safety
improvements made to public transportation projects as required under M.S.
103G.222, subd.1, (1). This program supports the “no-net-loss”
requirements of both state and federal regulations. It benefits a wide number
of constituent groups: local road authorities by assigning responsibility for
replacing the inevitable loss of wetlands to the state; environmental interests
by establishing higher quality wetland replacement sites; state taxpayers by
reducing the overall costs of constructing these replacement wetlands due to
economies of scale; and citizens by avoiding delays in undertaking public
safety enhancements to existing roads due to wetland mitigation costs.

The 1996 and 2000 Legislatures amended the Wetland Conservation Act
(WCA) after several years of controversy and regulatory inconsistency
among local governments, business interests, environmental groups, and
others. The local government roads wetland replacement program was a
key outcome of these amendments. It transfers responsibility for replacing
wetlands lost due to local government road construction from the local road
authority to Board of Water and Soil Resources (BWSR). This eliminates the
need for local government transportation officials to undertake and finance
environmental reclamation projects, and consolidates the necessary

technical, financial, and other implementation work to provide for higher
quality, more cost-effective wetland replacement.

The Local Government Roads Wetland Replacement program provides the
following benefits:

= Regulatory simplification and efficient and improved wetland mitigation
are achieved by eliminating the need for each local road authority to
maintain its own staff expertise and budget to mitigate impacts to
wetlands from road projects.

= Fragmented impacts from road projects are consolidated in targeted
areas to provide habitat, water quality, and other wetland functions away
from traffic and highway runoff areas at a lower public cost.

= Water management goals such as improving water quality, flood control,
greenway preservation, and wildlife corridor enhancement can be better
addressed collectively.

= Site selection, ranking of project proposals, and setting program
strategies consistent with overall state and federal wetland goals are
achieved through an interagency process.

Local governments (counties, cities, and townships) believe strongly this
state mandate should be a base element in BWSR’s budget. The legislature
also recognized this ongoing state obligation by requiring an assessment and
recommendations report for the 2001 session. There is stakeholder
consensus on the benefits of the program and the need to permanently fund
this state obligation. Without a continued state commitment to this funding,

local governments face paying for this work locally. That would result in a

number of negative consequences:

+ reduced or delayed completion of local government road projects;

+ increased local property tax levies (levy limits restrict increases);

+ reversal of recent statute changes and jeopardizes a fragile stakeholder
consensus that resulted in recent wetland regulatory reforms (Laws
1996, Chap. 462 and Laws 2000, Chap. 382); and

+ reversal of an agreement with the U.S. Army Corps of Engineers (COE)
that allows this program to meet federal regulatory requirements on
behalf of local communities. Local road authorities would again have to
seek individual federal permits and be responsible for wetland
replacement.
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Water & Soil Resources Board Project Narrative
Local Government Road Wetland Replacement

Impact on Agency Operating Budgets (Facilities Notes)

Past experience shows that an average of 200 acres of wetlands
replacement is required every year at an annual cost of $2.0 million. This
amount is expected to slightly increase to 206 acres in each of the next two
years corresponding to an annual cost of $2.1 million. The number of acres
impacted depends most directly on the money available to local governments
for road construction. The cost of establishing the wetlands varies widely,
from a low of $4,000 an acre in rural Minnesota, to more than $30,000 an
acre for some projects in the metro area. In order to meet its minimum
statutory obligations to conduct wetland replacement BWSR projects that it
will need $4.2 million for the upcoming two years (July 2006 through July
2008); however the total dollars needed may increase due to increased road
construction projects.

Previous Appropriations for this Project

1996  $3 million
1998  $2.75 million
2000 $2.75 million
2001  $2 million
2003 $2.7 million
2005 $4.362 million

Other Considerations

The state has not determined whether this program should be funded from
transportation sources, environmental sources, or some combination of the
two and so it has always been funded via the capital budget. State statute
actually requires the replacement of wetlands to occur before the losses
occur (which is not being done now due to the fact that funding lags the
wetland impacts.) This is important in that it takes an average of 2.5 years
from the date the funds are available to establish wetland banking credits;
two years to find sites, acquire land and then do the construction and
seeding and another half-year for the credits to be certified and deposited in
the wetland bank. This means that in order to comply with the state and
federal regulations that require the banking projections to be done prior to or
concurrent with the wetland losses, 2.5 years worth of credits — a positive
balance of at least 515 acres — should be established and maintained at a

cost of $5.15 million. Since the current system of funding has satisfied the
federal agencies involved, BWSR does not feel it is necessary to change the
process.

Project Contact Person

Ronald D. Harnack, Executive Director
Board of Water and Soil Resources
One West Water Street, Suite 200
Saint Paul, Minnesota 55107

Phone: (651) 296-0878

Fax: (651) 297-5615

E-mail: ron.harnack@bwsr.state.mn.us

Governor's Recommendations

The Governor recommends general obligation bonding of $3.5 million, with a
general fund appropriation of $700,000 to administer the program. Also
included are budget planning estimates of $4.683 million in 2008 and $4.998
million in 2010.
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Water & Soil Resources Board Project Detail
Local Government Road Wetland Replacement ($ in Thousands)

TOTAL PROJECT COSTS SOURCE OF FUNDS
All Years and Funding Sources Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL FOR DEBT SERVICE
1. Property Acquisition 16,152 3,500 3,500 3,500 26,652 PAYMENTS
2. Predesign Fees 0 0 0 0 0 (for bond-financed Percent
3. Design Fees 0 0 0 0 0 projects) Amount of Total
4. Project Management 1,360 700 700 700 3,460 General Fund 3,500 | 100.0%
5. Construction Costs 0 0 0 0 0 User Financing 0 0.0%
6. One Percent for Art 0 0 0 0 0
7. Relocation Expenses 0 0 0 0 0 STATUTORY AND OTHER REQUIREMENTS
8. Occupancy 0 0 0 0 0 Project applicants should be aware that the
9. Inflation 0 0 483 798 1,281 following requirements will apply to their projects
TOTAL 17,512 4,200 4,683 4,998 31,393 after adoption of the bonding bill.
No MS 16B.335 (1a): Construction/Major
CAPITAL FUNDING SOURCES Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Remodeling Review (by Legislature)
State Funds : No MS 168.335 (3): Pregjesig.n Review
G.O Bonds/State Bldgs 14,362 3,500 3,983 4,298 26,143 Required (by Administration Dept)
General Fund Projects 2,750 700 700 700 4,850 No | MS 16B.335 and MS 16B.325 (4): Energy
General 400 0 0 0 200 Conservation Requirements
State Funds Subtotal 17,512 4,200 4,683 4,998 31,393 No | MS 16B.335 (5): Information Technology
Agency Operating Budget Funds 0 0 0 0 0 Review (by Office of Technology)
Federal Funds 0 0 0 0 0 Yes | MS 16A.695: Public Ownership Required
Local Government Funds 0 0 0 0 0 No | MS 16A.695 (2): Use Agreement Required
Private Funds 0 0 0 0 0 No MS 1§A.695 (4): Prpgram Funding Review
Other 0 0 0 0 0 Required (by granting agency)
TOTAL 17,512 4,200 4,683 4,998 31,393 No | Matching Funds Required (as per agency

request)

CHANGES IN STATE

Changes in State Operatin

g Costs (Without Inflation)

Yes | MS 16A.642: Project Cancellation in 2011

OPERATING COSTS FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL
Compensation -- Program and Building Operation 500 500 500 1,500
Other Program Related Expenses 200 200 200 600
Building Operating Expenses 0 0 0 0
Building Repair and Replacement Expenses 0 0 0 0
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 700 700 700 2,100
Revenue Offsets 0 0 0 0
TOTAL 700 700 700 2,100
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0
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Water & Soil Resources Board Project Narrative
Streambank, Lakeshore, Road Retention

2006 STATE APPROPRIATION REQUEST: $5,260,000
AGENCY PROJECT PRIORITY: 3 of 6

PROJECT LOCATION:

Project At A Glance

This program will provide for the protection of water quality, fish and wildlife

habitat, public infrastructures, and public safety through:

+ Protection of environmentally sensitive lake and river shoreland areas
through the purchase of conservation easements;

+ Correction of severely eroded lake and river stream banks through the
installation of permanent erosion control structures and practices; and

¢ Reduction of flood damages through easements and road retention
projects.

Project Description

This program will provide for the protection of water quality, fish and wildlife

habitat, public infrastructures, and public safety through:

+ Protection of environmentally sensitive lake and river shoreland areas
through the purchase of conservation easements;

+ Correction of severely eroded lake and river stream banks through the
installation of permanent erosion control structures and practices; and

+ Reduction of flood damages through the incorporation of water retention
into local government road projects.

This program will be implemented in a partnership with the state’s 91 soil and
water conservation districts, 43 watershed districts, and 87 counties.

Conservation easements: Minnesota’s lake and river shorelands are under
greatly increasing development pressure as the population ages and internet
access makes “cabin living” more attractive year-round. This puts urban-like
pressures on those remaining undeveloped lake and river shoreland areas.
Because the best shorelands have already been developed, what remains is

often very steep or very wet. Along with being environmentally sensitive,
these areas often include important fish and wildlife habitats such as fish
spawning areas and loon nesting areas. A program designed after the
Reinvest in Minnesota (RIM) Reserve program was enacted in 2002 (M.S.
103F.225, Shoreland protection program) in order to assist local
governments to protect some of these sensitive shoreland areas in concert
with their comprehensive local water management plans and land use plans.
Due to a lack of funding this program authorization sunsetted in July of 2004.

As part of a recent Board of Water and Soil Resources (BWSR) shoreland
protection pilot program, Cass County was able to use $250,000 of state
dollars to purchase development rights on land valued at over $1 million. In
doing so, they were able to protect 8,160 feet of shoreline and 219 acres of
land. The state’s investment will allow for the environmental goals of clean
water, fish and wildlife habitat, and open space to be produced from this land
in perpetuity.

Erosion control structures and practices: The state’s 91 soil and water
conservation districts have identified more than 165 miles of severely eroded
shoreline and 1,500 miles of eroded stream banks. Erosion of soil from
these sites results in degraded water quality, destruction of near-shore fish
and wildlife habitats, and impaired recreational use. Because the magnitude
of the physical erosion is great, so will be the cost to control the problems.

For example: Although the North Shore of Lake Superior is known for its
rocky shoreline, it also includes many bays and other reaches of shoreline
that are composed of erodable red clay. Some of these shoreline areas have
up to 70-foot-high clay banks. Wave action at the shoreline results in plumes
of suspended red clay in the near-shore waters of Lake Superior. When
wave action subsides, suspended clay settles to the bottom and blankets
rock and sand substrate, which is critical for fish spawning and fish habitat.
This area of fish habitat is critical in that it occurs only within the first few
hundred yards from the shore. Surveys conducted by BWSR have identified
approximately 35 miles of the North Shore’s total length of 200 miles as high
erosion areas.

Road retention projects: The severe flooding in 1993 and again in 1997 and
2002 has continued to highlight the need to reduce flood damage to roads,
bridges, public and private structures, farm field, river banks, and urban
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Water & Soil Resources Board Project Narrative
Streambank, Lakeshore, Road Retention

centers within many rural parts of Minnesota. An interagency hazard
mitigation team led by the Federal Emergency Management Agency (FEMA)
prepared a report that identified floodwater retention at roads as an
appropriate measure to reduce future flood damages. As part of this capital
request, BWSR proposes to cost-share with local governments the cost of
road retention projects. These projects will result in reduced flood damages
to roads, bridges, structures, and fields, as well as reduced downstream
sedimentation. The sediment and associated nutrient trapping efficiency of
these projects is 50 to 90%, providing significant water quality benefits.

BWSR’s strategic plan identifies the role of the state acting through BWSR to
solve water quality and soil erosion problems voluntarily and collaboratively
with local governments. Additionally, the state’s soil and water conservation
policy (M.S. 103A.206) states that it is the policy of the state to encourage
land occupiers (including local governments) to conserve soil and water
resources through the implementation of practices to prevent erosion, reduce
sedimentation of surface waters, control floods, prevent impairment of dams
and reservoirs, and protect public lands.

Impact on Agency Operating Budgets (Facilities Notes)
Project Costs 2006 - 2007
Property acquisition
Easements and engineering and construction of supporting practices

$5 million

Project Management
State Staff and Project Administration $260,000

Previous Appropriations for this Project

2002 $750,000 (vetoed)

Other Considerations

The state of Minnesota has a reputation for its quality of life. In 2001,

Morgan Quitno Press, which annually ranks cities and states, named
Minnesota the nation’s “most livable state” — for the fifth year in a row. In

2003 and 2004 this ranking has fallen to number two. Minnesota is also
known for its lakes, rivers, and outdoor recreation opportunities, from which
the state sees a significant economic impact. According to the Department
of Employment and Economic Development, domestic and international
travel to Minnesota brings $9.1 billion into the state’s economy annually,
supporting 170,300 tourism jobs and generating $1.1 billion in tax receipts.
This program provides additional assurance that the environmental goals of
clean water, fish and wildlife, and scenic open spaces that the citizens of
Minnesota expect and that people come from around the world to enjoy are
preserved and protected.

Project Contact Person

Ronald D. Harnack, Executive Director
Board of Water and Soil Resources
One West Water Street, Suite 200
Saint Paul, Minnesota 55107

Phone: (651) 296-0878

Fax: (651) 297-5615

E-mail: ron.harnack@bwsr.state.mn.us

Governor's Recommendations

The Governor does not recommend capital funds for this project.
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Water & Soil Resources Board Project Detail
Streambank, Lakeshore, Road Retention ($ in Thousands)

TOTAL PROJECT COSTS SOURCE OF FUNDS
All Years and Funding Sources Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL FOR DEBT SERVICE
1. Property Acquisition 0 5,000 5,000 5,000 15,000 PAYMENTS
2. Predesign Fees 0 0 0 0 0 (for bond-financed Percent
3. Design Fees 0 0 0 0 0 projects) Amount of Total
4. Project Management 0 260 260 260 780 General Fund 5,000 100.0%
5. Construction Costs 0 0 0 0 0 User Financing 0 0.0%
6. One Percent for Art 0 0 0 0 0
7. Relocation Expenses 0 0 0 0 0 STATUTORY AND OTHER REQUIREMENTS
8. Occupancy 0 0 0 0 0 Project applicants should be aware that the
9. Inflation 0 0 0 0 0 following requirements will apply to their projects
TOTAL 0 5,260 5,260 5,260 15,780 after adoption of the bonding bill.
No MS 16B.335 (1a): Construction/Major
CAPITAL FUNDING SOURCES Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Remodeling Review (by Legislature)
State Funds : No MS 168.335 (3): Pregjesig.n Review
G.O Bonds/State Bldgs 0 5,000 5,000 5.000 15,000 Required (by Administration Dept)
General Fund Projects 0 260 260 260 780 No MS 168.335 and MS 16B.325 (4): Energy
State Funds Subtotal 0 5,260 5,260 5,260 15,780 ﬁgnfgg%g%”(;e?:;gﬂ:;‘; Teahnoioay
?ggg% (F)Sféitmg Sudget Funds 8 8 8 8 8 No Review (by Office of Technology)
Local Government Funds 0 0 0 0 0 Yes | MS 16A.695: Public Ownership Required
Private Funds 0 0 0 0 0 No | MS 16A.695 (2): Use Agreement Required
Other 0 0 0 0 0 No MS 16A.695 (4): Program Funding Review
TOTAL 0 5,260 5,260 5,260 15,780 Required (by granting agency)
No Matching Funds Required (as per agency

CHANGES IN STATE

Changes in State Operatin

g Costs (Without Inflation)

request)

Yes | MS 16A.642: Project Cancellation in 2011

OPERATING COSTS FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL
Compensation -- Program and Building Operation 0 0 0 0
Other Program Related Expenses 260 260 260 780
Building Operating Expenses 0 0 0 0
Building Repair and Replacement Expenses 0 0 0 0
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 260 260 260 780
Revenue Offsets 0 0 0 0
TOTAL 260 260 260 780
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0
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Water & Soil Resources Board Project Narrative
Study Area |l

2006 STATE APPROPRIATION REQUEST: $500,000
AGENCY PROJECT PRIORITY: 4 of 6

PROJECT LOCATION: Southwest Minnesota

Project At A Glance

Area Il Minnesota River Basin Projects, Inc. is a nine-county joint powers
board, initiated in 1978 and empowered by statute (M.S. 103F.171-
103F.187) for the purpose of providing technical and financial assistance to
local government units for the building of floodwater retarding and retention
structures within a general plan for floodplain management. Area Il is a
501(c)3 not-for-profit organization with an 18-member Board of Directors,
comprised of two county commissioners from each of the member counties.
The organization achieves floodwater retention and damage reduction by
designing and constructing floodwater control sites which result in improved
water quality and waterfowl habitat, temporary storage of floodwaters,
reduced streambank erosion, sediment transport channeling nutrients into
receiving streams.

Project Description

This southwestern portion of the Minnesota River watershed lies along the
Coteau des Prairies, more commonly known as the Buffalo Ridge, where
elevation drops range from 80 feet/mile in the Lac qui Parle River watershed
to 50 feet/mile in the Redwood River watershed. Due to these very steep
slopes, flooding becomes an annually recurring problem for the people who
live here and make a living from the land. In 1985, annual damages to crops,
roads and bridges was estimated by the Corps of Engineers to be $2.8
million in the Lac qui Parle River watershed alone. These areas typically do
not qualify for land retirement programs such as Conservation Reserve and
Enhancement Program (CREP) and Conservation Reserve Program (CRP)
as these areas do not have the necessary cropping histories to enable their
program enrollment. Common land conservation practices often suffer
severe erosion and failure with water forces of this magnitude making it

imperative to hold the water where it falls on the landscape. Floodwater
retention projects allow this to happen.

The planned projects will be cost-shared on a 75/25 basis illustrating the
local commitment to and support of floodwater retention in this area of
southwestern Minnesota. This proposal will demonstrate an affordable,
practical, and efficient conservation practice that is effective in reducing
sedimentation, a long-term goal of the Minnesota Pollution Control Agency
(MPCA) and the Minnesota River Basin Citizen Advisory Committee. These
projects allow for a true, watershed-based non-point source reduction, one
conservation practice at a time.

By replacing deficient bridges and culverts with smaller-sized culverts,
floodwater retention is created to temporarily store floodwaters and meter out
the flow at a rate tolerable by the receiving water-courses. Benefits include
reduced downstream flood damages, reduced streambank erosion, less
sediments and nutrients introduced into the rivers, and improved roadways
for durability and safety. In places where road retentions are not feasible, the
construction of small dams many times are. In addition to the floodwater
benefits, wildlife habitat improvements are also witnessed with the creation of
small permanent pools upstream of the dam to attract and maintain waterfowl
production.

Impact on Agency Operating Budgets (Facilities Notes)
No Impact
Previous Appropriations for this Project

Previous allocations to Area Il include $250,000 from the 1996 Bonding Bill,
which resulted in the installation of seven road retention structures with
additional local funding of $195,426.47 for a total project investment of
$445,426.47. In 1998, a capital budget appropriation of $500,000 resulted in
four road retentions, two wetland restorations, six small dam repairs, and two
newly constructed dams. Local funds in the amount of $328,586.84 were
invested for a total project amount of $825,145.84. The 2003 Bonding Bill
included $1.4 million for the construction of the Lazarus Creek Floodwater
Retention Project which was completed May 2005. Final payment is pending.
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Water & Soil Resources Board Project Narrative

Study Area |l

Project Contact Person

Ronald D. Harnack, Executive Director
Board of Water and Soil Resources
One West Water Street, Suite 200
Saint Paul, Minnesota 55107

Phone: (651) 296-0878

Fax: (651) 297-5615

E-mail: ron.harnack@bwsr.state.mn.us

Governor's Recommendations

The Governor does not recommend capital funds for this project.
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Water & Soil Resources Board Project Detail
Study Area |l (S in Thousands)

TOTAL PROJECT COSTS SOURCE OF FUNDS
All Years and Funding Sources Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL FOR DEBT SERVICE
1. Property Acquisition 0 0 0 0 0 PAYMENTS
2. Predesign Fees 0 0 0 0 0 (for bond-financed Percent
3. Design Fees 0 0 0 0 0 projects) Amount of Total
4. Project Management 0 0 0 0 0 General Fund 500| 100.0%
5. Construction Costs 2,150 500 0 0 2,650 User Financing 0 0.0%
6. One Percent for Art 0 0 0 0 0
7. Relocation Expenses 0 0 0 0 0 STATUTORY AND OTHER REQUIREMENTS
8. Occupancy 0 0 0 0 0 Project applicants should be aware that the
9. Inflation 0 0 0 0 0 following requirements will apply to their projects
TOTAL 2,150 500 0 0 2,650 after adoption of the bonding bill.
No MS 16B.335 (1a): Construction/Major
CAPITAL FUNDING SOURCES Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Remodeling Review (by Legislature)
State Funds : No MS 1§B.335 (3): Pregjesig.n Review
G.O Bonds/State Bldgs 0 500 0 0 500 Required (by Administration Dept)
State Funds Subtotal 0 500 0 0 500 No | MS 16B.335 and MS 16B.325 (4): Energy
Agency Operating Budget Funds 0 0 0 0 0 Conservation Requirements
Federal Funds 0 0 0 0 0 No MS j68.335 (5).: Information Technology
Local Government Funds 0 0 0 0 0 Review (by Office of Technology)
Private Funds 0 0 0 0 0 Yes | MS 16A.695: Public Ownership Required
Other 0 0 0 0 0 No | MS 16A.695 (2): Use Agreement Required
TOTAL 0 500 0 0 500 No MS 16A.695 (4): Program Funding Review
Required (by granting agency)
CHANGES IN STATE Changes in State Operating Costs (Without Inflation) No ?gzﬁ::é?)g Funds Required (as per agency
. OPERATING CO$T$ . FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Yes | MS 16A.642: Project Cancellation in 2011
Compensation -- Program and Building Operation 0 0 0 0
Other Program Related Expenses 0 0 0 0
Building Operating Expenses 0 0 0 0
Building Repair and Replacement Expenses 0 0 0 0
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 0 0 0 0
Revenue Offsets 0 0 0 0
TOTAL 0 0 0 0
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0
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Water & Soil Resources Board Project Narrative
Army Compatible Use Buffer (ACUB)

2006 STATE APPROPRIATION REQUEST: $500,000
AGENCY PROJECT PRIORITY: 5 of 6

PROJECT LOCATION: Camp Ripley (Crow Wing, Cass & Morrison
counties)

Project At A Glance

This program will protect water quality, fish and wildlife habitat, public

drinking water, public safety and enhance the Camp Ripley Army Compatible

Use Buffer Program (ACUB) through:

+ Protecting environmentally sensitive riparian areas through the purchase
of conservation easements.

+ Applying conservation practices where necessary on riparian land where
there is an opportunity to improve water quality and wildlife habitat.

¢ Leveraging federal funds for voluntary conservation easement
purchases.

+ Adding an additional incentive to landowners to convey easements in the
ACUB zones to ensure the future continuance of Camp Ripley’s full
training program.

Project Description

The Board of Water and Soil Resources (BWSR) proposes to match
$500,000 in state funds through the Reinvest In Minnesota (RIM) Reserve
Program with $2 million in federal/ACUB funds to purchase conservation
easements on 1,250 acres of land along the Mississippi and Crow Wing
Rivers adjacent to Camp Ripley. BWSR and the Camp will work through the
three soil and water conservation districts in the affected area to purchase
conservation easements on parcels of value to water quality and fish and
wildlife habitat.

Authorized in December of 2002, the ACUB program is a federal program
regulated by the Department of Defense. The effect of population growth
and development in proximity to military installations has created

encroachment issues nationwide that impacts our military’s capability to train
soldiers. ACUB supports the Army’s mission to effectively train soldiers with
minimal impact to civilians. Trained and ready soldiers require land for
maneuvers, live fire, testing and other operations. ACUBs establish buffer
areas around Army installations to limit effects of encroachment and
maximize land inside the installation that can be used to train soldiers.

ACUBs support the Army’s federal mandate to comply with all environmental
regulations, including endangered species habitat protection. By working in
partnership with willing landowners and a multitude of state and local
agencies and conservation organizations, ACUB’s allow coordination of
habitat conservation planning at the ecosystem level to ensure greater
species and habitat recovery. ACUBs also support local and regional
planning and sustainability efforts while accomplishing common goals.

The Army’s objectives of ACUB have established the foundation from which
Camp Ripley’s ACUB has been adopted. The objectives include: 1) reduce
training restrictions; 2) meet Endangered Species Act recovery
responsibilities; 3) prevent development along installation boundaries; and 4)
prevent future threatened and endangered species listings.

Each installation has had to find creative ways to deal with the issues of
encroachment. The most common solution has been restricting unit training
activities, which degrades training realism. Since encroachment has yet to
become critical at Camp Ripley, commanders training at Camp Ripley have
not yet experienced limitations in field training. However, this could change
quickly. Acquiring the interest in lands around Camp Ripley through ACUB
will ensure unrestricted training to its users far into the future.

Camp Ripley is one of the most modern reserve training facilities in the
United States, and is a vital training facility offering full soldier readiness
training. In addition, Camp Ripley is a statutory game refuge encompassing
58,000 acres of Minnesota’s finest fish and wildlife habitat. Camp Ripley’s
ACUB consists of about 110,000 acres of land within a three mile area
adjacent to Camp. The area is subdivided into four priority zones based on
the potential for development and the potential impacts of military training on
surrounding areas. The Mississippi River and the Crow Wing River
represent the highest and second highest priority zones, respectively, in
which to prevent future conflicts by acquiring easements from willing sellers.
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Water & Soil Resources Board Project Narrative
Army Compatible Use Buffer (ACUB)

Camp Ripley is bordered by 29 miles of river frontage. The northern
boundary is comprised of nine miles of the Crow Wing River and the eastern
boundary is comprised of 18 miles of the Mississippi River. In fact, Camp
Ripley’s ownership on the Mississippi River represents the largest contiguous
block of land ownership on North America’s longest river spanning 2,300
miles. These rivers not only constitute very important habitat corridors, or
greenways, but also are also attractive areas for development. With their
proximity to major state and federal highways, the potential for near-term
development of these important corridors is very high. According to the
Minnesota Demographic Center, the Mississippi Headwaters Corridor is
projected to develop at a much higher rate than most of the state (36%)
through year 2030. Growth issues in the headwaters area were instrumental
in leading to the establishment of the North Central Minnesota Lakes Pilot
Project, part of Governor Pawlenty’s Clean Water Initiative. Cass and Crow
Wing Counties are two of the five member counties in the project.

ACUB presents an opportunity to leverage federal funds to protect the public
health and infrastructure related to the Mississippi River. Minnesota is
known for its outstanding water resources. Although our lakes get most of
the attention, having the headwaters of one of the world’s greatest river
systems in our state is both a unique asset and a major responsibility. The
Mississippi River Basin is the only one of Minnesota’s nine major drainage
basins that is entirely within the state. The Upper Mississippi River Basin
also provides drinking water for approximately one million Minnesotans:
64,552 residents of St. Cloud; 414,735 residents of St. Paul; and 382,618
residents of Minneapolis. Water quality in the Mississippi River is generally
very good as it leaves the forested and transition zones and enters the prairie
zone. Investing in federally leveraged easements offers the added benefit of
protecting the state’s largest public drinking water source, by preventing
increases in runoff and attached pollutants.

In addition, Camp Ripley lies along the state’s ecological transition zone
between the prairies to the south, and the forested zone to the north. It is
also adjacent to the Mississippi and Crow Wing Rivers, both of which provide
important conservation corridors. Riparian easements would help protect an
area very rich in plant and animal diversity.

ACUB offers the state a great opportunity to add conservation benefits to the
federal no-build easements at a fraction of the cost of buying the benefits on
its own, while adding significant water quality, public infrastructure and
ecological benefits. Locally, over 100 landowners have expressed interest in
participating in ACUB, which would allow over 14,000 acres to be reserved.

Impact on Agency Operating Budgets (Facilities Notes)
None.

Previous Appropriations for this Project
None.

Project Contact Person

Ronald D. Harnack, Executive Director
Board of Water and Soil Resources

520 Lafayette Road North

Saint Paul, Minnesota 55107

Phone: (651) 296-0878

Fax: (651) 297-5615

E-mail: ron.harnack@bwsr.state.mn.us

Governor's Recommendations

The Governor does not recommend capital funds for this project.
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Water & Soil Resources Board Project Detail
Army Compatible Use Buffer (ACUB) ($ in Thousands)

TOTAL PROJECT COSTS SOURCE OF FUNDS
All Years and Funding Sources Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL FOR DEBT SERVICE
1. Property Acquisition 0 2,500 0 0 2,500 PAYMENTS
2. Predesign Fees 0 0 0 0 0 (for bond-financed Percent
3. Design Fees 0 0 0 0 0 projects) Amount of Total
4. Project Management 0 0 0 0 0 General Fund 500| 100.0%
5. Construction Costs 0 0 0 0 0 User Financing 0 0.0%
6. One Percent for Art 0 0 0 0 0
7. Relocation Expenses 0 0 0 0 0 STATUTORY AND OTHER REQUIREMENTS
8. Occupancy 0 0 0 0 0 Project applicants should be aware that the
9. Inflation 0 0 0 0 0 following requirements will apply to their projects
TOTAL 0 2,500 0 0 2,500 after adoption of the bonding bill.
No MS 16B.335 (1a): Construction/Major
CAPITAL FUNDING SOURCES Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Remodeling Review (by Legislature)
State Funds : No MS 1§B.335 (3): Pregjesig.n Review
G.O Bonds/State Bldgs 0 500 0 0 500 Required (by Administration Dept)
State Funds Subtotal 0 500 0 0 500 No MS 168.335 and MS 16B.325 (4): Energy
Agency Operating Budget Funds 0 0 0 0 0 Conservation Requirements
Federal Funds 0 2,000 0 0 2!000 No MS 168335 (5) Information Technology
Local Government Funds 0 0 0 0 0 Review_(by Office of Technology)
Private Funds 0 0 0 0 0 Yes | MS 16A.695: Public Ownership Required
Other 0 0 0 0 0 No | MS 16A.695 (2): Use Agreement Required
TOTAL 0 2,500 0 0 2,500 No MS 16A.695 (4): Program Funding Review
Required (by granting agency)
CHANGES IN STATE Changes in State Operating Costs (Without Inflation) Yes ?gzﬁ::é?)g Funds Required (as per agency
. OPERATING CO$T$ . FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Yes | MS 16A.642: Project Cancellation in 2011
Compensation -- Program and Building Operation 0 0 0 0
Other Program Related Expenses 0 0 0 0
Building Operating Expenses 0 0 0 0
Building Repair and Replacement Expenses 0 0 0 0
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 0 0 0 0
Revenue Offsets 0 0 0 0
TOTAL 0 0 0 0
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0
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Water & Soil Resources Board Project Narrative

2006 STATE APPROPRIATION REQUEST: $2,200,000
AGENCY PROJECT PRIORITY: 6 of 6

PROJECT LOCATION: Kandiyohi County

Project At a Glance

This initiative would enable further restoration of the 1,200-acre Grass Lake
prairie wetland basin located adjacent to Willmar. Key benefits include
wildlife habitat improvement, downstream water quality improvement, and
stormwater runoff management for the city of Willmar, Lake Wagonga and
Big Kandiyohi Lake.

Project Description

The shallow, 1,200-acre Grass Lake basin was drained for farmland many
years ago by Kandiyohi County and many private landowners. Historically,
crop losses often occurred within the Grass Lake area due to flooding,
particularly during wet cycles. Between 1989 and 2000, 11 landowners
within the basin enrolled lands in the Reinvest in Minnesota (RIM) Reserve
program via perpetual conservation easements for wetland restoration and
reestablishment of native prairie vegetation. Two sub basins have been
restored to date.

County Ditch 23A, which runs through Grass Lake, also serves as an outlet
for runoff from much of the city of Willmar. In order to facilitate improved
stormwater management and the potential restoration of Grass Lake, the city
previously commissioned a hydrologic analysis and preliminary design of two
large stormwater lift stations. However, the high costs for construction
(approximately $5 million) and operation (approximately $50,000 per year) of
these facilities precluded the city from undertaking this plan. Previous
attempts to seek state and federal grant funds to assist implementation of
this plan with the two lift stations have been unsuccessful. After this full

restoration plan became bogged down, one major landowner within the
Grass Lake basin decided not to enroll in RIM.

An alternative, lower cost plan to restore most of Grass Lake is under
development, in partnership with the city of Willmar and Kandiyohi County.
This alternative plan would involve diverting as much contributing drainage
area as possible into Grass Lake and rerouting County Ditch 23A from the
city of Willmar around the southern side of Grass Lake. This plan would
preclude the requirement for stormwater lift stations and result in a savings of
approximately $3.6 million in construction costs and $50,000 annually in
operation and maintenance costs.

Further restoration of Grass Lake would enable this large area to better serve
as a contiguous wildlife habitat area, as well as a sediment and nutrient trap
and runoff detention area. This restoration has been identified as a goal for
water quality improvement and flood damage reduction downstream for Lake
Wagonga and Big Kandiyohi Lake. Further restoration would provide
substantial waterfowl and other wildlife habitat in the high priority prairie
“pothole” region of Minnesota. Water quality improvements would benefit the
downstream chain of lakes, as well as the downstream rivers and associated
water uses. This includes the South Fork of the Crow River, the Mississippi
River and the associated water supplies for Minneapolis and St. Paul.

To date, many local state and federal governmental units and nonprofit
organizations have participated in this project by acquiring conservation
easements, implementing conservation practices and providing technical
services. This initiative would further enhance the effectiveness of the
investments made to date.

The requested funds would be allocated approximately as follows:

Conservation Easements: $520,000
Rerouting of County Ditch 23A $900,000
Water Control Structures and Vegetation Practices: $500,000
Professional and Technical Services: $280,000

Total: $2,200,000
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Water & Soil Resources Board Project Narrative

Grass Lake

Impact on Agency Operating Budgets (Facilities Notes)
No Impact

Previous Appropriations for this Project

State RIM Program Appropriations (1988 — 1999) $679,000
North American Wetland Conservation Act Grants $500,000

Total to Date $1,179,000
Other Considerations

During recent years, RIM Reserve Program funding has been dedicated to
state-federal partnerships, including the Conservation Reserve Enhancement
Program (CREP 1 and CREP 2) and the Wetland Reserve Enhancement
Program. The emphasis on state-federal partnerships has leveraged
substantial federal funding for conservation in Minnesota, but has limited
opportunities to further restore the Grass Lake basin.

Project Contact Person

Ronald D. Harnack, Executive Director
Board of Water and Soil Resources
One West Water Street, Suite 200

St. Paul, Minnesota 55107

Phone: (651) 296-0878

Fax: (651) 297-5615

E-mail: ron.harnack@bwsr.state.mn.us

Governor's Recommendations

The Governor does not recommend capital funds for this project.

State of Minnesota 2006 Capital Budget Requests
1/17/2006
Page 24



Water & Soil Resources Board Project Detail
($ in Thousands)

TOTAL PROJECT COSTS SOURCE OF FUNDS
All Years and Funding Sources Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL FOR DEBT SERVICE
1. Property Acquisition 0 520 0 0 520 PAYMENTS
2. Predesign Fees 0 0 0 0 0 (for bond-financed Percent
3. Design Fees 0 0 0 0 0 projects) Amount of Total
4. Project Management 0 280 0 0 280 General Fund 2,200 100.0%
5. Construction Costs 0 1,400 0 0 1,400 User Financing 0 0.0%
6. One Percent for Art 0 0 0 0 0
7. Relocation Expenses 0 0 0 0 0 STATUTORY AND OTHER REQUIREMENTS
8. Occupancy 0 0 0 0 0 Project applicants should be aware that the
9. Inflation 0 0 0 0 0 following requirements will apply to their projects
TOTAL 0 2,200 0 0 2,200 after adoption of the bonding bill.
No MS 16B.335 (1a): Construction/Major
CAPITAL FUNDING SOURCES Prior Years | FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Remodeling Review (by Legislature)
State Funds : No MS 1§B.335 (3): Pregjesig.n Review
G.O Bonds/State Bldgs 0 2,200 0 0 2,200 Required (by Administration Dept)
State Funds Subtotal 0 2,200 0 0 2,200 No | MS 16B.335 and MS 16B.325 (4): Energy
Agency Operating Budget Funds 0 0 0 0 0 Conservation Requirements
Federal Funds 0 0 0 0 0 No MS j68.335 (5).: Information Technology
Local Government Funds 0 0 0 0 0 Review (by Office of Technology)
Private Funds 0 0 0 0 0 Yes | MS 16A.695: Public Ownership Required
Other 0 0 0 0 0 No | MS 16A.695 (2): Use Agreement Required
TOTAL 0 2’200 0 0 2,200 No MS 16A.695 (4) Program Funding Review
Required (by granting agency)
CHANGES IN STATE Changes in State Operating Costs (Without Inflation) No ?gzﬁ::é?)g Funds Required (as per agency
. OPERATING CO$T$ . FY 2006-07 | FY 2008-09 | FY 2010-11 TOTAL Yes | MS 16A.642: Project Cancellation in 2011
Compensation -- Program and Building Operation 0 0 0 0
Other Program Related Expenses 0 0 0 0
Building Operating Expenses 0 0 0 0
Building Repair and Replacement Expenses 0 0 0 0
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 0 0 0 0
Revenue Offsets 0 0 0 0
TOTAL 0 0 0 0
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0
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