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EXECUTIVEBUMMARY

The Coyote Valley is an area of 7,408 acres, most of it farmland, located between San Jose and Morgan
Hill in the Santa Clara Valley. For centuries an agricultural resource for the Bay Area, in recent decades
the Coyote \alley has looked to development for its future. The valagompassethree areas: North

Coyote Valley (1,731 acres) which was designated Campus Industrial by San Jose in 1@8gptdid

Valley (2,019 acres) which is designated Urban Reservenviithi San Jose Sphere of Influence isut

not yet annexed to the City; and the Coyote Valley Greenbelt (3,658 acres) which is designated as a non
urban buffer in an agreement with Santa Clara Coun Josand Morgan Hill. The most recent effort

to devdop the North and Mid sections of the Coyote Valley, was a Specific Plan which was halted in
2008, primarily due to the economic downtown, before the EIR was completed.

The current Great Recession offers a rare moment to pause, regroup, and recorgide2 @ S =+ f f S &
role in sustainable land use. San Jose and the Bay Area, like most California cities afdgiuetso are

in the process of rethinking their future in accordance with sustainability princigles regional
sustainability planning effortsDue to its urban-edge location, itsrich agriculturalhistory, and its
excellentagronomic conditions, the Coyote Valley may offer an extraordinary opportunity-tovest in

local sustainable agriculture as aimtegral element to sustainable community lanning and
implementation efforts.

The purpose of theConserving Coyote Valley Agriculture Feasibility Stutty assess the potential for
creating a permanent, economically viable and ecologically valuable, agricultural resource area. The
Study is oganized in two phases. The purpose of Phase One was to investigate existing conditions and
to make a determination of baseline feasibility. This repoeing released at the conclusion of Phase
Ong is acompilation of data forcurrent land uses, regatory context, agriculture, open space, natural
resources and land values. It also contains information about resources available for agricultural land
preservation and summarizes the considerable challenges as well as opportunities for permanently
presening Coyote Valley agriculture.

Based on the findings from theisting conditions researclopportunities and constraints analysis, and
input from key informants and technical advisors, the project funder and Partner Group have concluded
that there is suicient baseline feasibility to warrant moving ahead to Phase Two.

The preliminary vision statement belpwvhich will inform Phase Twas asynthesis of thenput from
the project advisors and the project team.

G¢CKS /28208 I f te§adally significkRecdhgricliltaral lesource areathat
permanently conserves prime farmland and key hab#aturedivelihoods for its farmers, ranchers
and agricultural employeesprovides healthy food and a recreational amenityfor Bay Area
communities and protectsimportant ecological and cultural resourceti KS NB 3IA 2y d¢

Page 5



The purpose of Phase Two is: (1) to refine the overall vision and formulate objectives; (2) evaluate
specific conservation mechanisms and financing models that could be emplayedupport
economically viable agricultural operatior@d an ecologically valuable resource area; and (3) to
identify potential implementation strategies and options for governance and ongoing management.
t KFasS ¢g2 oAff Ff a2 R SyofeyWsley ingtiCultude 2RINGE ecdSomic MB | €
environmental benefits that would accrue to the surrounding commuaitg to the Bay AreaPhase

Two will commence in January and is expected to take six to eight months to complete.

The Conserving Coyote W&y Agriculture Feasibility Study being conducted by SAGE (Sustainable
Agriculture Education) with funding from the San Francisco Bay Area Program of the State Coastal
Conservancy. The project is advised by a Partner Group representing the Coastav&Zmys8anta

Clara County Open Space Authority and The Health Trust.
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INTRODUCTION

Background

The Coyote Valleig an area of 7@ acres, most of it farmland, located between San Jose and Morgan

Hill at the southern end of the Santa Clara ValleythAdast significant remnant of the fabled Valley of

I SFNIQa 5StA3IKG oy2¢ OFfftSR {AfAO2y xFfftSeosx GKS
yearround growing climate. In various epochs, the land has supported grazing, nursery besjiness
orchards, row crops, and field crops.

The North Coyote Mley (,731 acrepwhich was designated Campus Industrial by San Jose in 1983, and
the Mid-Coyote ValleyZ,019acres) which is designated Urban Reserve within the San Jose Sphere of
Influence,have been slated for urban development for decades. The southern section, also called the
Coyote Valley Greenbel8,658acreg is designateds a norurban buffer in an agreement with Santa
Clara CountySan Joseand Morgan Hill. The most recent efforto develop the North and Mid sections

of the Coyote Valley, was a Specific Plan which aimed to bring 50,000 jobs and 25,000 dwelling units to
the area. Primarily due to the economic downtown, the Specific Plan work was halk@d&before

the EIR wasampleted. However, the planning work was sufficiently detailed that it was released by the

/I AGe a (KS da/c2e24i8a A2yt t B2ENIt{fdzyil Ayl ofS 5S@St 2 LI
inevitability of largescale development has resulted, at $atemporarily, in most of the alley
remaining in large open parcels.

Agriculture remains the predominant land use in the valley, even though it is generally practiced as a
holding pattern. In the rolling hills to theast andwest of the valley, large rge land holdings operate

with more of a sense of permanence. Studies initiated in part as a response tetedopment
planning process, have recently demonstrated the environmental importance of the Valley as a wildlife
corridor between the Diablo an@oastal ranges.

Project Inspiration, Purpose and Phasing

¢t KS OdzZNNByid DNBI{G wSOSaarzy 2FFSNE | NINB Y2YSyi
role in sustainable land use. San Jose and the Bay Area, like most California cities andginetspare

in the process of rethinking their future in accordance with sustainability principlestditelocation,

its history, and its superior agronomic conditions, the Coyote Valley may offer an extraordinary
opportunity to reinvest in local sustaable agriculture as an element integral to sustainable community
planning and implementation efforts.

The purpose of th&€€onserving Coyote Valley Agriculture Feasibility Stutty assess the potential for
creating a permanent, economically viable ameblogically valuable, agricultural resource area. The
Study is organized in two phases. The purpose of Phase One is to investigate existing physical,
regulatory and land value conditions in order to make a determination of baseline feasibility. The
purpose of Phase Two is to refine the project vision and to develop a high level blueprint for
implementation. The deliverables for Phase Two, which will commence in January and take six to eight
months to complete, are both the blueprint plan and consensn the plan by an expanded group of
stakeholders including those with the highest stake, the current landowners.
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GComponentsof Phase Oné-easibility Study

Phase One commenced in June 2011 with a convening of the Project Partners to refine the waxk plan
identify the key data sets needed to compile an existing conditions report, and to identify the key
informants and technical experts needed to help the project team understand and assess the existing
conditions data.

Following review by the Proje€artners, the preliminary existing conditions data was presented to the
Santa Clara County Open Space Authority Public Advisory Committee in October. A revised and
expanded version of the preliminary existing conditions data was presented in Novenb&vatshop

for Technical Experts that engaged 39 people from agencies and organizations with technical
background information about Coyote Valley agriculture, natural resources, land uses, and regulatory
framework. Workshop participants provided feedkaabout the findings, refined the project vision,
proposed higHevel conceptual site plans, and outlined key strategies and mechanisms necessary to
realize the vision. At the conclusion workshop, participants recommended to the project funder and
ProjectPartners that there was sufficient baseline feasibility to warrant moving ahead to Phase Two.

This report presents the findings from the existing conditions research and feedhdakakeshe case
for sufficient baseline feasibility to warrant movingealt to Phase Two.
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OVERVIEW OEXISTINGIONDITIONS

Current Land Uses

Location and Regional Context
Coyote Valleys a primarily rural arebbcated at the southern end of the San Francisco li&dween the

cities of San Jose to the north and Morgan tditthe south. Its eastern boundary is the environmentally

significant Coyote Ridge, a part of the Diablo Mountain Range, and its western boundary is the Santa
Cruz Mountains. The valleyddistorically agriculturategionthat has also become recogeid for its
rich and unique environmental qualitie§See Aerial map in appendix.)

Acreage,Parcelization andVajor Land Uses
Coyote Valleyenconpasses/,408acresand hasthree distinct areas the North Valley the Mid Valley
and theSouth Valleyknowvn as the Greenbelt(See Basemap in appengix

Table 1 Total Geographic Area of Coyote Valley

Region Acres

North Valley 1,731
Mid Valley 2,019
South Valley 3,658
Total Coyote Valley 7,408

Source: County of Santa GlaGiL1

Total Coyote Valley acreage (7,408 acres) in Tlabfeompasses the entire land mass of the valley. The

total Coyote Valley acreage (6,817 acres) in Tahtethe total parcel acreage within the valley. The

difference of approximately 600 acres is accounted for by roads and p#netlare partiallywithin the
Coyote Valley, buhave acentroidthat falls outside of the valley boundary.

Table2: Parcel Count per Regidincludes parcels with centroid iGoyote Valley)

Region Acres # of Rarcels
North Valley 1,584.8 74
Mid Valley 1,899.3 270
South Valley 3,333.1 430
Total Coyote Valley 6,817 774

Source: County of Santa Clara, 2011

The North Valleyas historically ben used forgrazingand field cropsandthe preponderance of large

parcels reflects this. While parcels along Monterey Highwagre much maller, thosefarther west
/28208 I tfSe
agricultural use in th&lorth Valley This area has been incorporated into the City of San Jose and it has
been designated in the General Plan for industrial campus development, similar to that existing at IBM.

average over 4@cresL . a Qa

However, depite this designation existing since the early8@8, no new business parks have been

developed and the land continues to be farmed or grazed.

wi-397 (S |-isNb@ kinlytlakgédhen
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The MidValley 2019 acresis characterized by more intensive agriculture dincited rural residential
development. Except for subdivisiorend ranchette propertiesocated towards the southern edge of

the mid-Valley, most of the parcele 10¢ 100 acres.

SouthValley,3658 acresdesignated ashe Greenbelt, is characterized by an abundanceetdtively
small (1 to 20 acres) parcels, most with residences. There are a few notable intensive agricultural

activities, including orcharggreenhousesand mushroom growing

Table 3 Parcel Size and Percentage of Land Area bRRegion of Coyote Valley

Parcel Size | <1 acre | 1-4 acres | 59 acres | 10-19 acres| 20-39 acres| 40-99 acres| > 100 acres
w w 12} w w w o
Sles| 8| g|8|s|8| s |8|s|8| s |8 s
Sl 5|8 5|8/ 5|8 5|8| 5|8 5|8 &
5| °| %6 S |%5| ©|% o k] o k] © ks o
# | | = X # | X H+ X H+ X H+ X ++ X
North Valley| 19 | 1% |20 [3% |6 |[3% |9 9% |6 129% | 11 | 43% | 3 31%
Mid Valley |79 | 1% | 103 | 13% | 36 | 14% | 25 | 19% |15 | 19% |12 | 34% | - -
South Valley| 85 | 1% | 199 | 14% | 79 | 18% | 46 | 19% | 7 % |7 14% | 7 27%

Source: County of Santa Clara, 2081y not total to 100 due to rounding

The typical land usesn parcels along the Monterey Highway are commercial or industrial in nature,
meant to serve the needs of travelers or provide services to farmers in the area.

The County has developed a parkway that runs the full length of Coyeek @s it meanders tbhugh
the valley. Within this park are several different recreation ar@esmallhistoric town/cultural centey

andthe Coyote Creelrail.

! Coyote Valley SpetifPlan DEIR, Section 4.1.1, Existing Uses, March 2007.
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Table 4 Coyote Valley Land Uses

North Valley| Mid Valley| South Valley Total Coyote &y
(acres) (acres) (acres) (acres)

Agricultural, Extractive and Open Spa(tetal) 244 1,249 1,503 2,996
Intensive, Livestock Dairy. Other Animals - 27 16 43
Intensive, Nororchard. Field Crops, Timber 158 781 332 1,271
Orchard 86 339 784 1,209
Pasture, Grazing and Rangmt 38 134 172
Quarries, Oil, Gas, Other - - 3 3
Flower Growers 58 234 292
Reservoirs, Water Supply, and Flood Control Lg - 6 - 6
Industrial NonManufacturing(total) - 10 39 49
General Industrial Nemanufacturing - 6 1 7
Grain Storage, Stocétgd, Packing Services - - 12 12
Lumber and Other Building Material Dealers - - 26 26
Yard$ - 4 - 4
Manufacturing(total) 200 - 38 238
Electrical Machinery and Electronics 200 - 200
Food and Kindred Products, Wineries - - 38 38
Other Shopping Areatotal) 1 2 11 14
Retail Uses 1 2 11 14
Other Urban(total) 1,066 259 519 1,844
Recreational Facilitiés - 40 303 343
Vacant Urban 1,066 219 216 1501
Public and QuasPublic Buildings and Usd#otal) - 5 14 19
Camps, Campgrounds - 3 14 17
Other Rublic Open Space Uses - 2 - 2
Residential(total) 14 179 465 658
Single Family 14 179 465 658
Transportation, Communications and Utilities 13 - - 13
Utilities and Communication 13 - - 13

Notes:
1 Or combination of manufacturing and nananufacturing

2For equipment and supplies of contractors, public utilities, government
% In other than regional, community, and neighborhood shopping centers
* Athletic clubs, country clubs, cardams,golf courses, fithess centers, rod & gun clubs, YMCA, swinde Clubs

Source: Santa Clara County, 2011
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Ownership and Tenant Patterns
The7,408acre Coyote Valley h&96 parcels owned by 105 distinct individuals and organizatidhsst
of the Valley is in private ownership. Only 15 percent of the land is incpashership.

Table 4: Coyote Valley Land Ownership

Type Agency Acreage
City City ofSan Jos 82
Santa Clara County Parks and Recreation D

County County of &ntadara, Water District 900
Nor}G_ove_r nmental Silicon Valley Land Carsancy 0.6
Organization

Special District Santa Clara County Open Space Authority 53
Schools Morgan Hill Unified School District 88
Churches 12
Private 5,748
Total 6,885

SourceSanta Clara County, 2011

A significant amount of the acreage in large parcelduiting those that are in agricultural production, is

owned by investment groups or other companies holding the land for future development. Notable
among these are: Campus Park Associates, LP; Cisco Technology Inc., Coyote Valley Research Park LLC;
IBM; Shapell Industries; WP Investments and Xilinx.

Larger &and owners that also farm the land include Ando Farms (vegetables); Filice Estate Vineyards
(cherries); the Mary Marchese Trust (cherries); and Tilton Ranch(gazing and field crops Land

held for investment purposes is farmed by a few tenant farmers. The company that farms the largest
amount of landis G & G Farmswhich primarily grows alfalfa, oats and wheaOther large farmers
include:Spina Farms, which grows copumpking and othervegetables on 200 acres of leased la@d;

& K Farms which grows ha@oyote Creek Ranch which also grows oats and other grains; and Grass
Farms viichgrows sod.

Circulation andPowerInfrastructure

US 101, theMonterey Highwayin the eastern part of thevalley and the Santa Teresa Boulevard in the
middle of the valley, are all nortbouth thoroughfares that connect to the San Jose metropolitan area
and the broader San Francisco Bay region to the north with the southern Santa Clara Valley and
Monterey Bayarea to the south’. Major eastwest arterials include Bailey Road, Laguna Avenue and
Palm Avenue.

2 Difference is total acreage between Table 2 and Table 4 is attributed to the method by which parcels were split for data
analysis

3 The Monterey Highway is part of the historic El Camino Real, velxiieimds from Santa Rosa to San Diego. The Monterey
Highway portion connects two of the 21 missions built by the Spanish in th&8ﬁid:entury—the Mission de Santa Clara to the

north and the Mission San Juan Bautista to the south. El Camino Real,stdrteld off as a footpath, later became a major
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The Caltrain Commuter Rail, which runs from San Francisco to Gilroy, runs parallel and proximate to the
Monterey Highway. In the early ®@entury, therewas a train stop at Coyote Hamlet. The closest train
station now is in Morgan Hill. The Coyote Valley is one of two final alignments under consideration for
the pending High Speed Railte as it enters the San Francisco metropolitan region.

Valley Tr YA LI NI F GA2Yy ! dzZiK2NRGeQa LXlFya OFff F2NJ G4KS
Road.

The Metcalf Energy Center (MEC) is a-B@@awatt power generation facility built by Calpine
I 2NLI2 NI GA2y GKFG dzi At AT08dke sielisiodaret &t thallbdase of Talavd Hill @S f &
the north end of Coyote Valley across Monterey Highway from the existiag0PG&E substation.

Cultural Resources

A low to moderate number of cultural resources have been recorded within t#h@é07cres of the
Coyote Valley area. These cultural resources include prehistoric and hiatoheologicalsites,
architectural resources, and arboricultural resourceResource identification and location rely on
archival data for recorded cultural resaar sites and isolates (as mapped by CHRIS/NWIC), potential
historical site identified by previous researchers, buildings illustrated by Thompson and West (1876),
listed architectural and arboricultural properties within the Coyote Specific Plan area, atetjal
architectural properties identified during a preliminary windshield suf/eyable 5summarizes the
resources reported in the CotmValley Cultural Resources Report (January 2004).

A total of 35 prehistoric archaeological sites have beennasxb (Note: two of these sites are included

in the totals for two different subareas). Four of the prehistoric sites have been evaluated and found to
be eligible for inclusion on the National/California Registers, and two of the sites have been determined
eligible as part of a district. The remaining 29 prehistsities have not been evaluatetl. Research and
available archaeological data suggests a moderate sensitivity for buried prehistoric cultural resources
within the valley with a high sensitivitior resources near the former edges of the Laguna Seca
marshlands.

Native American resources include a former major village site noted by early Spanish explorers in the
North Valley, other habitation locations, and a trail. Site locations appeavts benches, terraces and
ridges along canyons above their mouths, water courses, marsh maagihshe alluvial plaif.

Historic Period sites include resources from the American Period-{j8%§). No resources associated
with the earlier Spanish anilexican periods appear to be present in the Coyote Valley (CVSP area).
Four American Period archeological sites have been recorded, including twecomajtinent sites that

a0G1Fr3S02F 0K YR YIFAf NRdziSo /28208 xIfftSeqQa KAaAG2NRd /28208
Parks system.

4 Coyote Valley Specific Plan (CV8RBItural Resources Repalanuary 2004, p.224
® CVSPCultural Resources Reparanuary 2004, p.25

® CVSPCultural Resources Reparanuary 2004, p.2

7 CVSPCultural Resources Repargnuary 2004, p.3
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have been evaluated as eligible for the National/California Registers (includiee prehistorictotals).
Resources from the American Period include the hamlet of Coyote, farmsteads/ranches, residential,
commercial and public properties, transportation related and water control, wineries, quarrie$, etc.

The majority of historicasources consist of buildings and structures from the earfyyc@hturyandare
centered inthe hamlet ofCoyote, which could qualify as a historic distfict.

Table 5 Summary of Cultural Resources
Resource Type North Valley | Mid-Valley | South Valley
(recorded and/or identified)
Prehistoric Archaeological 10
Archaeological

Hispanic Period Archaeological Site

American Perio@post-1850)Archaeological Site
American Perioqpost-1850)Archaeological Deposit
Architecturd

Arboricultural 4 3
Source: Coyote Valley Cultural Resources Repo526 (January 2004)

il llellelle]

=
N
NIO|~FL|O|O

8 cVSPCultural Resources Repargnuary 2004, p.3
° CVSPCultural Resurces ReportJanuary 2004, p.3
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Regulatory Context

The General Plans of the City of San Jose and the County of Sante@iifaee land uses in th€oyote
Valley. This sectiordescribes thespecific General Plan designations and their impact on potential uses
in the three sections of the Valleyables 6 and 7 below, outline minimum lots sizes and allowable uses
for each General PlanThe San Jose Envision 2040 GP and the Salataa County Ghhclude
designations that apply to lands in the Coyote VallégedPolicy Framework: County of Santa Clara and
Policy Framework: San Jose and Morgamtdifys in appendix

North Valley

The North Valley, comprisind, 731 acresis withinSan Jose a / A (afd it§ UkberiSiraice Ared@he
CityQa D Sy Sipthté Envidioh 04&hich was adopted in November 201designate the North
Valley asxCampus Industriél This designation would allow for enough office and industrial spate
built to accommodate 50,000 jobs. Assuming an average of 400 sq. ft. per wovieer20 million
square feet of building space would need to be constructed to accommodate these workers.

Table 68 Summary of San Jose Envision 2040 Policies

Deggnation Allowable Uses

Campus Industrial Primarily located in North Valley, which is within the City limit, the U
allowed in this category are industrial research and developm
administration, marketing, assemblyand manufacturing. Warehousing
allowed only when strictly ancillary to the primary uses. For purpose
sizing the required infrastructure for North Coyote Valley, the approximag
1440acre area is assumed to accommodate 50,000 employees based
employee density of 40 employeepsr acre.

Within the North Valley, the current zoning varies. The zoning designa
described below refer t&an Jose Policy Framewddkp in the Appendix

9 Agriculture: Agriculture, child care facility, trails & pathways, so
energy facility, singlresidence w/ CUP.

9 Agriculture areas with a Planned Development Overlay requi

Planned Development Permit

R-1-1 Single FamilySingle family, 1 unit per acre

R-1-5 Single family: 5 units per acre

R-MH Single family7 mobile homes per acre

CP Commeral: Pedestriaroriented commercial uses

HI Heavy Industrial: Industrial uses

Urban Reserve Primarily located in Mig€Coyote Valley, the Coyote Valley Urban Resg

generally encompasses the area between the Coyote Greenbelt ang

North Coyote Campukdustrial Area. Only agricultural and rural residen

land uses which are the existing, predominate uses in the area are allow

All uses must comply with County General Plan and zoning requirement
Source: San Jose Envision 2040 (Adopted Noge2®11)

= =4 —a —a 2
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Mid-Valley

Mid+ | ffSe& Aa dzyAyO2NILIR N} GSRX 0dzii A {UGB)Alt iscontside afy { |y
{Fry WwW2asSQa | NBIAMnd ang tedelogntent tediiling urban serviceach as water and

sewer, would requirepproval ofan extension of thd | y WSAfréOthe Local Agency Formation
Commission (LAFCOIEnvision 2040 designates Mithlley astlUrban Resenég and further stipulates

that no urban development withccurthere foranother 30 years Any future devedpment would result

only from a General Plan Update that would plan and phase growth based on need and ability to
provide necessary infrastructure and services.

County General Plan and Zoning designations regulate all land use withikialig. The @unty
designates this area, encompassing about 2,019 acred,aageScale Agriculture Allowable uses are
limited to agriculture and residential and the minimum lot size is 40 acres.

South Valley
South Valley is also unincorporated. Thoughits&iAy {Fy W2aSQa {LKSNB 2F Ly
/I AGeQa ! Nbly {SNWBAOS ! NBF |a ¢Sttt Fa Ada ! NDly |

designates this entire area, about 3,658 acres, as Medium Scale Agriculture. Allowable uses are limited
to agriculture and residential and the minimum lot size is 20 acres.

Table 7 Summary ofSanta Clara County General PIBolicies
Designation Allowable Uses

Agriculture Large Scale Minimum Parcel Size = 40 acres
Located primarily in the Mid/alley.
Agriculture and ancillary uses

Agriculture Medium Scale Minimum Parcel Size = 20 acres

[ 20F SR LINAYINAtE& Ay {2dziK ==} ¢t¢fS
Agriculture and ancillary uses

Roadside Services Services for the current motoring public, including:

restauants; motels; recreational facilities which require a rural setting; w
tasting rooms; farmers markets; gas stations; and similar uses
Monterey Highway Use Permi Legally established land uses fronting Monterey Highway, south of Mg
Area Road, in areas designateddAgriculturé and déRural Residential shall
continue as allowable uses by right or by use permit, depending on
regulations governing their original establishment. To protect the area f
undesirable strip commercial development, dtitthal service uses will ng
be extended along Monterey Road.
Ranchlands Minimum parcel size = 28cres
Primarily at the eastern and western edge of the Valley, where elevat
start to increase.

The intent of the dRanchlands designation is to matain the existing
conditions of very low intensity uses, rural lifestyle, and limited public acq
Source: Santa Clara County General PAalopted December 1994)
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Santa Clara Valley Habitat Plan

The North Valley and Midtalley sections of Coyokéalley are covered by the draft Habitat Conservation
Plan (HCP)currently being finalized by Santa Clara County and its five partisamstd Clara Valley
Transportation Authority (TA, Santa Clara Valley Water Distri@GQVWR Morgan Hill, San Josad

Gilroy). As such, once the HCP is adopted by the County and the Cities, likely in mid 2012, owners and
developers of lands located within North and Midyote Valley will need to comply with all
requirements of the Plan. The information below is basethenSeptember 2011 HCP report

Proposed Private Development Coverage Area

TheHCRcovers altypes ofurban and rural development that requires a building and/or grading permit
includes residential, commercial and industrial development as well asvagipo, replacement and
upgrades of existing facilitieslt applies toall developmentlocatiors that affect serpentine, riparian,

and wetland land cover types, streams, ponds. Whenever a grading permit or building permit is
required, a mitigation fee Wibe assessed. Activities covered by the Plan, and that will be subject to
mitigation fees are listed below.

Proposed Covered Activities
1 Residential, commercial and industrial development
1 Renovation, replacement and upgrades of existagjlities
1 Intensive agriculture activities that require approval consistent with local general plans,
including mushroom farms, commercial stables, esftian facilities and wineries
Vegetation management including fuelduction, tree removal, pruning
Public and privateservice facilities including fire stations, police stations, cultural facilities,
recreational facilities and fids, waste management facilities
1 Most solar energy projects
T it FTOGADGAGASE aaz2o0h

)l
)l

- (i S BnsedvationkstrakedyLSt SYSy G GA 2y

Proposed Activities Not Covered by the Habitat Plan

9 Private sector activities that do not obtain a development, grading, building or other
construction permit (such as Ag Exempt) are not covered for incidental take and do neepay f

1 Routine and ongoig agricultural activities outside the planning limit of urban growth are not
covered for inadental take and do not pay fees

1 Expansion of cultivated agriculture into natural lands is not covered for incidental take and does
not pay fees unlss a grading genit is required

1 Vineyard development that is not assessed by the County through a County permit process is
not covered for incidental take and denot pay fees

1 Installation and operation of groundwater wells are not covered for incidental take and do not
pay fees.

f  Projects that do not require local approval by the Permitt8es

Proposed Exempted Activities

10 County of Santa Clara, Cities of San Jose, Morgan Hill and Gilroy, Valley Transportation Authority and Santa Claraalley Wat
District.
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Exempted activities are exempted from the conditions of the Plan and still receive take coverage

because the probability of take is so low that the toosenforcing conditions on the projects would

not provide a net benefit for the species. Exempted activities include:

91 Projects that do not result in ground disturbance to land and that do not result in the release of
potential water quality contaminantsr create wildlife barriers.

9 Covered activities on less than 0.5 acre.

9 Additions to structures that result in less than 2,000 square feet of impervious surface.

Table 8 Proposed Land Cover and Special Fees
Development Fees

Zone A: Ranchlands and Nl Lands $16,660 per acre
Zone B, Mostly cultivated Agricultural Land $11,610 per acre
Zone C, Small Vacant Sites between 2 and $4,140 per acre
Acres Surrounded by Urban Development

Special Fees

Nitrogen Deposition Fee $3.29 per new vehicle trif
Western Burrowing Owl Nesting Habitat $19,960 per acre
Serpentine Land $43,990 per acre

Wetland Fees
Willow Riparian Forest and Mixed Riparian $129,330 per acre

Central California Sycamore Woodland $237130 per acre
Freshwater Marsh $157,540 peacre
Seasonal Wetlands $343,710 per acre
Pond $141,470 per acre
Stream (per linear foot) $525 per linear foot

Source HCP, "Proposed Revisions to the Draft Santa Clara Valley Habitat Plan: A Framework for Preparing &' Seatétarer, 201

Depending on the nature of desired improvements on agricultural parcels, including homes, packing
shed, barn or greenhouse, the requirement to pay the fees listed above, could act as a disincentive to
engage in agriculture in the Coyote Valley.
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Famland and Agriculture Production

Santa Clara County Agriculture

A half century agoSanta Clara County was one of the most productive farming regions in the nation.

With deep, fertile soils, moderate climate and plentiful waténvas oncepart of the fabledd + | £ Se 27

I SI NI Q& SNSIYR2BK/USR F2NJ Ada FTLNAO2Gasx Q&8 NM&S a > LIND
Before World War 1, Santa Clara orchards producedthind of all the stone fruit grown in the United

States. San Jose was the largesanning and driedruit packing center in the worldf. Fastforward to

the 21 century. Santa Clara Countas one of the fastest growing populaticimsthe Bay Aregit is one

2F GKS NBIA2YQa YIFI 22N SO2y2YAO Safiahinds s axpecteddoz NIt R O
absorb a greater share of populati@md job growth tharany other county in the region over the next

few decades. Yehe countyhangsona®2y S 2F GKS .1 & I NBIQa Y2AG LINEBR
with 23 different agricliural crops, over 31,000 acres of cropland, and almost 400,000 acres of grazing

land. In 2010, its agricultural production was worth over $266 million. Whether Santa Clara County will
remain an agriculturally productive region in years ahead remaibe teeen.

Since 2000, the county has seen an overall decline in agricultural production of 29 percent. Most major
crop categories have declined over the {tgaar period, with floral crops and nursecyopsdropping 68
percent and 55 percent, respectivel\ilk and egg production lost double their value from ten years
ago and livestock and poultry dropped by 33 percent. The decline in production value, in part, reflects
the loss of farmland in Santa Clara County to urban development. The Californianibspgaof
Conservation shows that the county lost 29 percent of its important farmland between the years of
2000 and 2008.

Despite an overall decade of declining value, many crops have seen growth over the same period. In
2010, nursery crops ($90.6 nuolt), mushrooms ($60.7 million), and bell peppers ($13.4 million) were

the top three crops. Santa Clara County, known as a leader in the state for its productive mushroom
production, had seven mushroom growers, on a total of 149 acres of land that proadwesd$60
YAfEA2Y AY HAMAOO® adzZa KNR2Ya YIS dzLJ wo LISNOSyid 271
ten years, the value of mushroom crops has grown by 18 percent in the county.

Though smaller in scale, the biggest growth over the last décakk & 0SSy 6AGK (GKS 02 d:
percent increasen valug. Vegetable crops (which includes mushrooms) increased by 22 percent in
value. In 2010, the county saw a 2 percent increase in agricultural value over the previous year.

Coyote ValleyAgriculture

Agricultural production in Coyote Valley is still a significant land use and makes up a considerable share

2F GKS O2dzydeqQa G2daFf | INKOdzZ G dzNIyear teehdfofoadridulture¢ K 2 dz3 K
in Coyote Valley, trends ithis area are likely reflective of the county. Based on estimated acres of

1 Sustaining Our Bounty, An Assessment of the Current State of Farming and Bdaheh8an Francisco Bay Area, American
Farmland Trust, Greenbelt Alliance, Sustainable Agriculture Education (SAGE), 2011
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producingapproximately 3,65@cres of harvested cropgompared toaround 14,7000 in the county)

worth almost $3 million, representing % LIS NO S y (i
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(compared to almost 210,000 & of rangeland in the countgs being within the Coyote Valley area
Although rangeland is by far the largest agricultural land use in the commgroduction value o$11
per acreis by far the smallest per acre production value in the county.

Table9: Santa Clara County and Coyote Valley Agricultural Activity

Santa Clara County 2010 (a) Coyote Valley Estimates (c)

Acres Total Value | $/acre Acres Est. Value As % ofCounty Value
Mushrooms 149 | $60,772,000 $407,866 6 $2,447,195 4%
Nursery Crops (b) 721 | $90,604,600 $125,665 190 $23,876,386 26%
Chrysanthemums 36| $1,274,000] $35,744 6 $214,464 17%
Other Vegetables 183 $2,142,000 $11,705 8 $93,639 4%
Tomato, Fresh 740 ( $8,198,000[ $11,078 - $0 0%
Chinese Vegetable 480 $4,817,000 $10,035 62 $622,196 13%
Cherries 597 $5,123,000 $8,581 344 $2,951,946 58%
Celery 176 $1,408,000 $8,000 - $0 0%
Peppers, Bell 1,679 | $13,373,000 $7,965 89 $708,873 5%
Beans 717 $4,845,000 $6,757 36 $243,264 5%
Cabbage 203 $1,320,000 $6,502 3 $19,507 1%
Spinach 621 $4,026,000 $6,483 3 $19,449 0%
Lettuce, All 1,935| $10,948,000 $5,658 5 $28,289 0%
Other Fruit 221 $1,145,000 $5,181 30 $155,430 14%
Onions, Dry 190 $958,000 $5,042 - $0 0%
Walnuts 164 $480,000 $2,927 17 $49,756 10%
Corn 1127 | $2,976,000 $2,641 89 $235,017 8%
Pumpkin 123 $290,000 $2,358 73 $172,114 59%
Other Field Crop (¢ 365 $350,400 $960 510 $489,600 140%
Hay, Grain 3,794 $895,000 $236 1,722 $406,218 45%
Pasture 471 $84,800 $180 137 $24,666 29%
Range 209,976 $2,310,000 $11 2,426 $26,689 1%
Uncultivated n/a n/a n/a 324 n/a n/a
Total  Production| 224,668| $218,339,80 $972 6,080 $32,784,697 15%
Notes:

(a) Does not represent all crops praded in Santa Clara County. Represents only those ahégiroduced in Coyote Valley.

(b) InCoyote Valleynursery crops include turf, bedding plants, flowering plants, and Christmas tldesestimated value for each thes
crops is based on thaverage wluefor all nursery plants. Therefore, loweivalue crops like turf, which is a popular crop in Coy!
Valley,may beovervaluedn this estimate.

(c) Estimated acres are based on a suvasking producers to estimate the following year's crop productiotected by theSanta Clarg
Agricultural Commissioner's office. Some crops, such as Other Field Crops, maydsimated.

Source: Santa Clara County, 2011
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production of highvalue crops that are grown with a limited amount of land. Mushrooms, by far, yield
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the highest value per acre. Valued at over $400,000 per acre they account for less than one percent of
0KS +FfftSeQa &®ZGIefSIKIaNGHBSyUI SIRSNIOBNRI 2F GKS I ff Sec¢
LINP RdzOG&a NB (GKS +xrfftSeQa fSIFIRAYy3I ONRBLI Ay 2@0SNI(ff
yield of $126,000 per acre. Estimated at almost $24 million, nursery productairtcfor almost 70
LISNOSyYy G 2F GKS =+l ftfSeQa G20t LINRRAZOGAZ2Y @I fdzSz |
acres. Chrysanthemums have the third highest per acre value with a yield of $35,744 per acre. Cherries,
although they have the send highest production value, estimated at almost $3 million over 344 acres,

have the seventh highest production value on a pere basis. Other notable higlalue crops include

Chinese vegetables, celery, peppers, beans, fresh tomatoes, and miscefiavegetables (including

artichokes, cauliflower, cucumbe, herbs, and shallots), which yield between $8,000 and $11,000 per
FONB® ¢23SGKSNE GKSasS ONRLKAX f2y3 gA0GK ydzZNESNE |
production value, yet accotifior only 11 percent of its total harvested acres.

While some small pockets of the Valley are experiencing investment irvhlgh crops, the majority of

acres in the Valley are dedicated to lealue crops, with 80 percent of estimated harvested adre

field crops (hay, pasture, and range). Excluding range lands from this estimate, 57 percent of estimated
harvested acres in the Valley are dedicated to hay and pasture. At the same time, these crops make up
2yt e (g2 LISNOSy il ralValué @ Agrituftuie PdudionimaiNdaPmi=idit dz

Some growers assert that parts of the Valley are restricted in the agronomic conditions needed for
highervalue crops. Restrictions cited include high water tables and flood prone areasiadlggagart

of the north and mievalley, infestations of invasive fauna (e.g. ground squirrels, feral pigs, wild turkeys),
and heavy clay or infertile soils. Other factors cited by land owners and growers to explain lack of
investment in higher value cps include expectation of development, burdensome regulations, and the
marginal returns and high risk of agriculture in general.

With expectation ofurban development, the return on investment for high value cropsidessthan

the value of the landfisold for urban uses. Givam urban growth scenario, it is likely that land owners
convey shorterm leases for these lands which disincentivizes tenant farmers to invest in high value
crops. This effect oplanned urbanization has been widely undersith globally throughout the
urbanizing world to create land holding patterns and disinvestment in agriculture.
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ProtectedOpen Space

Coyote Valleypoth encompasses and surrounded by protected open space that is managed either for
the conservation of ensitive environmental habitat rofor recreational purposesThe following
discussion describes specific open space area depicted on the Open Space map locatepparttix.

There are multiplentitiesthat own and manage these areas. They include:
1 Santa Clara Count®pen Space Authority
1 Santa Clara Valley Transportation Authority
I Santa Clara County Parks and Recreation Department
1 Silicon Valley Land Conservancy

Santa ClaraCountyOpen Space AuthoritySCCOSA)

Coyote Scenic Lands

The only protectedopen spaceowned by the SCCOSHKat is partially within Coyote Valley is the

recently acquired Coyote Scenic Lands comprising 348 acres on the western edge of the Valley at the
western terminus of Palm Avenue. A number of spestiaius species ar&nown to occur here,

AyOf dzZRAYy3 .1 & [/ KSO]SNALRG dddnieaghNSariteeCaravalBydepdda [ 2y 3
9mnooth lessingia, and most beautifidwelflower.

Rancho Cafiada del Oro Open Space Preserve

Further to the west at the foothills of the B& Cruz Mountaingnd west of Bailey Avenue, is another
preserve, Rancho Cafada del Oro Open Space. This&&8preserve was opened to the public in
2004

Santa Clara Valley Transportation AuthoriBroperty on Coyote Ridge
To offset the impacts of ghway projects in the area, the Santa Clara Valley Transportation Authority
(VTA) prchased 548 acres of critical BayeCkerspot butterfly habitat on Coyote Ridge.

Santa Clara County Parks and Recreation Departm@TCCPRD)
The Coyote Creek Parkway lie tonly parkowned by the SCCPRD within the Coyote Valley. The other
parks described below comprise some of the surrounding open space.

Coyote Creek Parkway and County Park

The County owns and maintains nearly 290 acres of riparian habitat along Corgmke, west of Hwy

101, as a County Park. The Coyote Creek Parkway meanders along Coyote Creek for 15 miles, of which
about 7.5 miles are within Coyote Valley.

Calero County Park
Once part of the Pueblo lands of San Jose, and Rancho San Vincente lanthigr&m76acre park is
nestled in the eastern foothills of the Santa Cruz Mountains. The park includes a reservoir.
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Anderson Countyark

The 3,10%cre Anderson Park also features the Coyote Creek Parkway multiple use trails, the
Jackson Ranch higto park site, the Moses L. Rosendin Park, and the Burnett Pafhiarea.
unique combination of recreational resources nAaideyson Lake County Park a magnet for
power boat enthusiasts, bicyclists, equestrians, picnickers, and nature lovers.

Santa Teesa County Park
Located in the Santa Teresa Hills ten miles south of downtown StuisIb§27 acre park, rich in
history, offers spectacular views from its trails above the Almaden and Santa Clara Valleys.

Metcalf Motorcycle County Park
This 459 acrpark is locatedn Coyote Ridgeastof CoyoteValley.The parkoffers20 miles of
trails for AT\&riders.

North Tulare Hill
TheDepartment recentlypurchased 141 acres on the north side of Tulare Hill

Santa Clara County Water District

The Water Disict owns and manages Ogier Ponds adjacent to Coyote Creek. It also owns, and is
planning to restore wetland habitat g 74acre area encompassing Laguna Seca to act as an aquifer
NEOKIFNBS FFOAtAGE FyR (G2 YAGA3ILI <) Shichi &eSimpdriakt oNA Ol Q &
flood protection.

Silicon Valley Land Conservancy
The Siliconvalley Land Conservancy currently owns and manages lands directly adjacent to Coyote
Valley.

Coyote Ridge

Silicon Valley LandConservancySVLCurrently owns andmanages 95 acres on Coyotédde as
mitigation for the Bay keckerspot ltterfly, the Santa Clara Valldudleyaand other threatened or
endangered species. Coyote Ridge parallels Hwy 101 between San Jose and Morgan Hill, east of Coyote
Valley. It is oneof the most diverse ecosystems in all of California and contains over 400 species of
native plants and wildflowers. Coyote Ridge was dedicated to SVLC as mitigation for power plants built
by Silicon Valley Power and Calpine (Metcalf Energy Center andteossEtitical Energy Facility). Tule

elk are frequently seen on the Ridge.

Tulare Hill

The Tulare Hill Ecological Preserve is 116 acres deditatéhe protection of the Bay Heckerspot
butterfly, the California Retkgged frog, and other threatened drendangered species. It is located just

north of Coyote Valley between Monterey Road and Santa Teresa Blvd. It was donated to SVLC by the
Metcalf Energy Center as mitigation for their power plant on Monterey Road.
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Fisher Creek
The Fisher Creek consation easement is 9 acres set aside for riparian protection and enhancement as

a result of construction of the Metcalf Energy Center (MEC) in 2003. It flows between Tulare Hill and the
MEC power plant into Coyote Creek.
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Natural Resources and Resourb&anagement

Topography

Coyote Valley is a broad alluvial valley with some marshy areas mostly along the water cawastes! L

at the northern portion of the Santa Clara Vall¢lye valley is defined by the Diablo Range to the east
and the Santa Cruz Mouaits to the west. Thresignificant geological featureharacterize thevalley.

Tulare Hill, a slight geologic ridge near Cochrane Road, borders the valley to the north and separates the
valley from suburban San Jose. Secontdly,Goyote Narrowsalsoin the northern portion of the valley

is a geologic formation located east of Tulare Hill where the Diablo Range and the Santa@ntaird
converge. This ithe general location of the confluence of Fisher Craall Coyote Creek. Finally, a

little hill rising several hundred feet in elevatitotated near the intersection of Bailey Avenue and Saint
TeresaBoulevardprovides aunigueprospect point across the valley floor.

Soils

Coyote Valley is dominated by soils characterized as Prime witmadeareas in the northern portion

and south western portion desighated as being of local significance for farmland. Soils along the
northeasten edge are gnerally designated for grazing and are classified as loam or silt loam. The
central portion of thevalley is characterized by clay loam or silty clay loam and the south and southwest
portion is characterized by clay loarihe area around Laguna Seca in the northwestern portion of the
valley is dominatedby Fine Sandy LoarGravelly Loanioam or Graelly Loam

Climate and Rainfall

Coyote Valley is characterized by Mediterranean climate, with hot dry summers and relatively mild, wet
gAY (ISNEOD 5FAfe& F@SNFr3IS GSYLISNIGdzZNBa NI y3aS FNRY
andfromthemicn n Q& (2 YAR pn (Thevalaey B designgteds Zoke 14yihé BuBseid

New Western Gardemook* In the Coyote Valley, mean annual precipitatisn2il inches. Mean
annualevapetranspirationis 49 inches, making for an average annualstooe deficit of 28 inches.

Most precipitation (90%) falls between November and Mdrch.

Hydrology and Water Quality
This section describes the hydrology and water resources in the Coyote Valley. It addresses hydrologic
features, water supply, water glity, and flood hazards(See Hydrology map in appengdix

Hydrologic Setting

Coyote Valley is part of the Coyote Creek Watershed, which is the largest watershed in Santa Clara
County. Over 320 square miles of land area dr&ms San Francisco Bay viayGte Creek and its
tributaries. The CoyoteNarrowsat the northern portion of the vallegontrols the flow of water within
Coyote Creek to the north towards San Francisco Bay. The dividing line between surface and
groundwater that flows to the north anchat which flows to the south through Morgan Hill and Gilroy

(to the Pajao River and Monterey Bay), is tlstight geologic ridge near Cochrane Road. Water flows

12 Coyote Valley Specific Plan Greenbelt Research, June 2005, p.6
13 Coyote Valley Specific Plan Greenbelt Research, June 2005, p.6
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within the valley from the southeast at Cochrane Roagards the northwest to the Coyote Nams,
which corresponds to the general elevation of the valley (City of San Jose,'2006)

Groundwater

The Santa Clara County Groundwater Basin is made up of threkasuis: the Coyote Valley, Santa
Clara Valley, and Llagas shasins. The Coyote Valleydimis a tributary basin of the larger Santa Clara
County Groundwater Basin and is hydraulically connected to the Santa Clara Valley basin at the Coyote
Narrows. The sands, gravels, and figesiined sediments that occur within the Valley were deposited
primarily as alluvium by Coyote Creek. The alluvial deposits range in thickness from about 500 feet in the
south to 150 feet in the north near the Coyote Narrows (Iwamura, 1§9Bgpth to groundwater is
commonly less than 20 feet and ranges from about 7 fa the south and less thafive feet in the

north near the Coyote Narrows. Groundwater levels in the basin are very responsive to the stimuli of
natural (i.e., rainfall) and artificial recharge (recharge ponds, etc.) (City of San Jose? 2006).

Groundwater Quality

Comparison of 2010 data against the agricultural objectives in the San Francisco Bay Regional Water
Quality Control Board Basin Plan indicates relatively few instances where constituents were detected
above objectives for wells located in theyote Valley except for nitrate (SCVWD, 201Table 10

shows agricultug-related constituents against Basin Plan objectivesBalole 11provides a summary of
constituents detected above Basin Plan objectives.

Gty of San Jose, Coyote Valley Specific Plan, Draft Environmental Impact Report (DEIR), March 2007.

% \wamura, T. I. (1995). "Hydrogeology of the Santa Clara and Coyote valleys ground water basins, California". In Es S. Sangine
D. A. Anderson, and A. Busing. Recent Geologic Studies in the San Francisco Bay Area. Santa Barbara, CA: Pac. Sect., Soc. of
Econ. Paleontol. and Mineral.

16 City of San Jose, Coyote Valley Specific Plan, Draft Environmental Impact Report (DEIR), March 2007.

" wamura, T. I. (19). "Hydrogeology of the Santa Clara and Coyote valleys ground water basins, California”. In E. S. Sangines,
D. A. Anderson, and A. V. Busing. Recent Geologic Studies in the San Francisco Bay Area. Santa Barbara, CA: Pafc. Sect., Soc.
Econ. Paleontol. ahMineral.
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Table 10 Agricultural-related Constituents and Basin Plan Objectives

sprinklers.
salinity and permeability hazards.

not present.

Constituents Units | Value
Aluminum ug/l 5,000
Ammonium mg/| --
Arsenic ug/l 100
Bicarbonaté mg/l | --
Beryllium ug/l 100
Boron ug/l 500
Cadmium ug/l 10
Chloride mg/l 142
Chromium ug/l 100
Cobalt ug/l 50
Copper ug/l 200
Specific Conductance (Salinity) uS/cm | 200¢ 3,000
SpecificConductancéPermeability) | uS/cm | --
Fluoride ug/l 1000
Iron ug/l 5000
Lead ug/l 5000
Lithium ug/l --
Manganese ug/l 200
Molybdenum ug/l 10
Nickel ug/I 200
Nitrate + Nitrite as K mg/ll |5
Nitrate as N mg/| -
Selenium ug/l --
Sodium Adsorption Ratio (ad].) -- 3
Vanadium ug/l 100
Zinc ug/l 2,000
pH -- 5.5¢8.3
Notes:

1.The bicarbonate objective applies only to irrigation with overhe
2. Thisrepresents the ideal range for irrigation water to be protective of b

3. The limit of 5 mg/L as N is equivalent to 22.5 mg/L Nitrate as NO3 if nit

Source: SCVWD, 2011

Table 11 Summary of Constiuents Detected Above Agricultural Objectives

Number | Number of Wells | Value
Constituents of Wells | Greater Than

Analyzed | Objective Min Med Max
Chloride (mg/l) 17 1 13 44.5 154
Iron (ug/l) 17 1 <20 <100 5,600
Nitrate + Nitrite as N (mg/l) | 22 8 <0.05 |93 51.3
Nitrate as N (mg/l) 8 1 0.47 0.71 5.6
Sodium Adsorption Ratio (adj| 17 1 0.57 0.77 3.43

Source: SCVWR011
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Nitrate in the environment comes from both natural and anthropogenic sources, such as synthetic
fertilizers, septic systems, and animaaste. Land use over the Coyote Valley is mixed; the northern
portion is predominantly agricultural and the southern portion contains both agricultural use and
suburbanstyle residential development. No municipal wastewater collection system exists in afuch
Coyote Valley, therefore septic systems are common (SCVWD 2011). The drinking water MCL for nitrate
is 45 mg/L. Because the Santa Clara Valley has a long history of agricultural production and septic
systems are still in use in the unincorporated aredshe county, nitrate is an ongoing groundwater
protection challenge in this valley (SCVWD 2011).

Groundwater Drainage Patterns

Before the modifications of the f9and 20" centuries, the lands along Coyote Creek were comprised of
well-drained alluviafans and natural levegSFEI, 2006 Many creeks used to spread broadly over the
unconfined zone of the basin, supporting a highly discontinuous natural drainage network. This network
was conducive to natural groundwater recharge along the coarse allfanis. These areas within the
Valley became the most productive agricultural lands, primarily fruit orchards. Ligimgrbasin areas in

the northern part of the Valley with clayey soils supported mosaics of wetland habitats. These areas
were difficult © farm and have been developed more slowly over the years.

Currently, nearly 50 percent of the valley floor water courses draining into Coyote Creek are constructed
channels. These channels convey runoff across natural recharge areas that previousty swathoe
drainage, thereby reducing natural percolation and groundwater recharge. Although these channels
move water efficiently across the valley floor to prevent flooding within the valley, they tend to increase
flood peaks downstream (SFEI, 2006).

Pemeability throughout Coyote Valley is not uniform, and certain locations provide more natural
groundwater recharge than others. For example, the bed of Coyote Creek is extremely permeable while
the clay deposits of northern Coyote Valley have low infibratrates. No significant laterally extensive

clay layers exist in the Coyote Valley Basin. However, perched groundwater occurs in the northwest end
of the basin as a result of shallow, discontinuous clay deposits with low permeability. Therefore, most of
the natural groundwater recharge to the west of Coyote Creek probably occurs within the valley floor
south of Bailey Avenue (City of San Jose, 2006).

The rest of the valley floor is made up largely of permeable materials that allow for the free recharge of
surface waters (resulting from direct runoff during storms) into the deeper water bearing layers (City of
San Jose, 2006). These fill materials include alluvial fans, older and younger alluvium, basin deposits, and
stream deposits.

Local Groundwater Use
Discharge from the basin includes groundwater pumping, exeguspiration, surface water outflow,
and groundwater outflow to the Santa Clara Valley Basin. Groundwater pumping is by major water

18 Grossinger, RM, RA Askevold, CJ Striplen, E Brewster, S Pearce, KN Larned, LJ McKee, and JN Collins, 2006. Coyote Creek
Watershed Historical Ecology Study: Historical Condition, Landscape Change, and Restoration Potential in the Eastern Santa

I EFNY xFf€ES8S@ /FEAF2NYALF® t NSBLI NBR F2NJ GKS {Fydl / fdd NI £ f €
and Wetlands Science Programs, SFEI Publication 426, San Francisco Estuary Institute, Oakland, CA.
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retailers, private well owners, and agricultural usét3.herelatively recent installation and operation of
several large retailer wells has resulted in a significant increase in groundwater pumping over the past
several years (Todd Engineers and Kennedy/Jenks Consultants,’20aB)e 12shows historical
groundwder pumping in the valley from 2000 to 2009.

Table 12 Historical Groundwater Pumping, Year 2000 to 2009

Year Pumping Amount (AFY
2000 7,900
2001 6,900
2002 6,700
2003 6,800
2004 7,300
2005 7,000
2006 10,900
2007 11,400
2008 13,200
2009 13,500

Source: SCVWD, 2010

SCVWD estimates the operational storage capacity of the Coyote Valley to be between 23,000 and
33,000 acrdeet, representing the volume of usable groundwater that the basin is capable of storing at
full capacity (SCVWD, 20FbFor water supply planning purposes, SCVWD assumes that recharge of the
Basin can only take place up to the maximum operational storage capacity and, supplies to meet
demands are unavailable once the operational storage is depleted. The actual amount of vaategirth

be pumped is highly dependent on how the Basin is managed, recent hydrology, and the amount of
natural and artificial recharge that takes place (SCVWD, 2010).

The majority of basin recharge (85 percent) is from surface waters flowing in Coyoté&. Cree
Groundwater levels in Coyote Valley are very responsive to the stimuli of rainfall and artificial recharge
(i.e., the release of water from Anderson Reservoir into Coyote Creek for the purposes of groundwater
infiltration). The remaining 15 percent ofitural recharge is from the percolation of irrigation water,
septic sewage, and direct precipitation (City of San Jose, 2006).

Surface Water

Coyote Valley is drained to the north by two tributaries to San Franciscq Bayote Creek and Fisher
Creek. Theonstruction of the Southern Pacific Railroad through the center of Coyote Valley now acts as
a levee between Coyote and Fisher Creeks.

% Coyote are Valley is lot within the boundary of the Santa Clara Valley Water District (SCVWD) and is supplied locally on a
retail basis by the San Jose Municipal Water System (San Jose MUNI) and Great Oaks Water Company. Note that SCVWD does
not currently operate groundwater wis and is not able to directly substitute groundwater for surface water due to a lack of
Districtowned water supply wells and related infrastructure (SCVWD, 2010).

» Revised Final Groundwater Vulnerability Study, October 2010

2 Operational groundwater srage capacity is an estimate of the storage capacity based on SCVWD operations. Operational
storage capacity is generally less than total storage capacity. It must account for available pumping capacity, avoidance

of land subsidence, and problems assomihtvith high groundwater levels.
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Coyote Creek

Coyote Creek flows most of the length of the Coyote Valley Basin along its eastern side. Coyote Creek is
downstream of and benefits from controlled releases from the Anderson and Coyote reservoirs, which
are located east of the Valley in the Diablo Range and have a combined storage capacity of 115,00 acre
feet. Coyote Creek is a losing stream throughout year, whereby surface water percolates through

the stream bed and recharges the groundwater basin. The main tributaries of Coyote Creek are Lower
Penitencia Creek, Upper Penitencia Creek, Silver Creek, and Fisher Creek.

Historically, Coyote Creek meander#doughout the Coyote Valley. In its present form, the creek is
able to contain the majority of its discharge, even under estimatedyi## (one percent) flooding
conditions. By comparing creek cres=ctions taken under existing conditions to those take the late

1970s, it appears that the creek has shifted somewhat and may have even enlarged itself during flood
events in intervening years (City of San Jose, 2006).

Coyote Creek enters the Coyote Valley from the southeast at Anderson Reservoir. 8herosses US

101 and meanders northward past Coyote Creek Golf Course to the Coyote Narrows. Several percolation
ponds, operated by the SCVWD, are located along Coyote Creek to recharge the groundwater basin.
Abandoned quarry ponds, which are also useddgmundwater recharge, are located along the creek.
Toward the northwest end of the valley, discontinuous basin deposits of clay tend to keep ponds,
including the Metcalf Percolation Ponds and other low areas filled with perched groundwater, above the
main saturated aquifer (City of San Jose, 2006).

Coyote Canal

Coyote Canal is an earthen channel that diverts flows from Coyote @seehkniles downstream of
Anderson Dam and reenters Coyote Creek near Metcalf Road. The Coyote Canal is located to the east of
Coyote Creek and parallels US 101. This facility was built to help manage water resources in the valley,
FYR Ay LI NIOAOdz F NI G2 O2y@Se ¢l GSNJ I NPdzyR /28208
Creek Golf Course. By diverting water from the rechaagea during storm events or discharges from
Anderson Reservoir, high groundwater levels in Coyote Valley were minimized. Historically, the canal
also provided a way to prevent the loss of water supplies upstream of the Metcalf Percolation Ponds
and the auifer it recharges. The canal is not currently being used by the SCVWD for these purposes
because of safety and maintenance concerns (City of San Jose, 2006).

Fisher Creek

Fisher Creek, which is primarily managed for flood control, flows north alongéltem portion of the

Coyote Valley Basin. Fisher Creek is a variably gaining and losing stream. During conditions of high
groundwater, Fisher Creek receives groundwater discharge from much of the Coyote Valley floor. Fisher
Creek joins Coyote Creek neanyGte Narrows, where it exits the Coyote Valley B¢Bwstersmith, et

al., 2005

2 Eostersmith, E., L. Jaimes, and B. Judd, January 2005, Santa Clara Valley Water District GBayAdDater Conditions
2002/2003
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Historically, Fisher Creek is believed to have been located along the base of the Santa Cruz Mountains,
GSNXYAYFGAY3 G [F3dzyl { SOl ¢ asardalighedl asRobEof & groje& £ 0 & L
designed to improve flood control and drainage in northern Coyote Valley. In about 1963, the creek was
reconstructed as an approximately -3td 50-foot wide, seven foot deep manmade earthen channel,
generally privatelyowned and maintained for agricultural and hillside drainage. The channel reach from
Monterey Road upstream to Bailey Avenue was constructed as a reclamation ditch to drain yagpw

areas in Laguna Seca. North of Bailey Avenue the channel has capaejyprimximately theten-year

flood; south of Bailey Avenue existing channel capacity is fofitleeyear flood or less. Fisher Creek

south of Palm Avenués generally dry in the summer months. North of Palm Avenue, the creek is fed by
perched groundwateand is generally wet in the summer months (City of San Jose, 2006).

Coyote and Anderson Reservoirs

Coyote and Anderson reservoirs are operated by the SCVYWD. Stream flow in Coyote Creek, which can
be used to recharge the Coyote Valley Basin, can be tegulay Coyote and Anderson reservoirs.
Secondarily, they serve functions of water supply, flood control, and recreation and wildlife habitat.

Flooding Conditions

As explained above, the dramatic increase in constructed drainage in the Valley has cedtfibut
decreasing groundwater rechargehile increasing flood peaks downstream. In additibistorically

high groundwater levels and discontinuous clay deposits in the northern portion of the Valley contribute
to floodingalong both Coyoté€reek and FisieCreek.Perched groundwater in the northern end of the
Valley tends to impact loWying areas, including Laguna Seadich is subject to winter inundation
when the Fisher Creek channel overflo#¥3he flooding typically remains during wet winters whee th
groundwater table is especially high. Water sits atop the clay deposits and cannot easily flow back to
Fisher Creek and out of the Valley. Furthermore, the Union Pacific Railroad tracks and a concrete median
barrier along Monterey Road tend to force febavaters from Coyote Creek to the noyttather than

allow them to continue naturally toward the west to Fisher Creek (City of San Jose, 2006).

Wildlife Habitat

The Coyote Valley is rich in both agricultural and environmental resources and Santa Gidayah@s a

long tradition of conservation. As far back as 1960, in the heyday ofwastevelopment, the

/| 2dzyGeéQa DSYSNrft tftly adFiSR YF22N) 321ta Fa O2ya:
| 2dzyGeQa TFANRG / 2y aS Niadopied2nyl978 subsgqueatitoithe lpis&agdloNtERR | Y
OYDPANRYYSY Il f vdzk t AGe 104G Ay wmpTtnod ¢CKIFG [/ 2yaSN
natural resources, including air, water, mineral, historical and cultural, as well as agricultural, wegetat

and wildlife.

¢KS Y2ad OdNNByd az2dz2NOS 2F RIEGF 2y @S3aASOlGAGS
Conservation Plan (HCP). Over the last few years, the HCP program has prepared a settb&imap

= City of San Jose, Coyote Valley Water Supply Assessment, January 2007.
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identify the location othe habitat for 21protected speciegflora and fauna within the southern portion
of the County.

This section will identify the protected wildlife and vegetative species that exist in Coyote Valley,
describe the method used for mapping these protected species and disoas®ns in the Valley where
they are most likely to be found.

Not all wildlife and vegetative resources are identified and mapped by the HCP. This section will also
discuss the research conducted by the Environmental Studies Program at DeAnza dalegenting a
broader range of wildlife species that have been observed in the Valley and identifying possible
corridors through the Valley where they are able to move from one side to another.

The HCP/NCCP

The Santa Clara Valley Habitat Conservatian/PMlatural Community Conservation Plan (HCP/NCCP) is
being prepared by the County of Santa Clara and its five local partners (Santa Clara Valley Transportation
Authority; Santa Clara Valley Water District, and the Cities of Gilroy, Morgan Hill and &ganTtes
LJdzZN1J32 &S 2F (GKS LIXly Aa G2 GLNRBGSOG YR SyKIFyOS SO
Santa Clara County, while allowing appropriate and compatible growth and development in accordance
gAGK | LILX X Tre BPlanSs bdth hakitab éonservation plan intended to fulfill the requirements

of the Endangered Species Act and a natural community conservation plan (NCCP) to fulfill the
requirements of the California Natural Community Conservation Planning Act. The Plan not only
addresses impact mitigation, but will also contribute to the recovery and delisting of listed species and
help preclude the need to list additional species in the future.

The HCP/NCCP addresses 21 listed andisimal species, 11 wildlife species anddént species. The

Plan includes conservation measures to protect all 21 covered species, whether or not they are currently
listed. Of these 21 species, habitats for 10 are present in Coyote Valley. These 10 are listed in the table
below.

* Santa Clara ey Habitat Plan, December 2010143
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Table 13; Protected Species Present in Coyote Valley
Species Scientific Name
Amphibians and Reptiles

California tiger salamande| Ambystoma californiense
California redegged frog | Rana aurora draytoni
Foothill yellowlegged frog | Rana boylii

Westernpond turtle Clemmys marmorata
Birds
Golden eagle Aquila chrysaetos

Western burrowing owl Athene cunicularia hypugea
[ SFad . St Q& Vireo bellii pusillus

Tricolored blackbird Agelaius tricolor
Plants
Mount Hamilton thistle Cirsium fontinalevar. campylon

Most beautiful jewelflower| Streptanthus albidussp. Peramoenus
Source: Santa Clara Valley Habitat Conservation Plan, December 2010;Z.able 1

Mapping the Listed and Unlisted Species

The maps of covered species habitat are based on dalitacted on land cover types and models
developed to map the likelihood of species habitat based on land cover types. Of the 21 species covered
by The Plan, only 18 are mapped based on these models due to the unavailability of enough data to
create modelsfor four of the species. These {0 I NB ¢ 2 igr¢aded ¥R Diburon Indian
Paintbrush, Coyote g2anothus and Santa Clara Valleydleya. The models estimate the extent and
location of key habitat characteristics of each species. The models arallggatplicit, Gl$ased
GSELISNI 2LIAYA2Y Y2RSt&aé¢ o06lFaSR 2y ARSYGAFTAOLGAZY
these species.

Land cover types

A land cover type is defined as the dominant character of the land surface discernible éraah a
photographs, as determined by vegetation, water, or human uses. Data on land cover types were
obtained from multiple sources, including aerial photography, National Wetlands Inventory Maps from
the USFWS, Coyote Valley specific plan, U.S. Soil CatiserService, Migeninsula Regional Open
Space District, County Parks and Recreation Dept., San Francisco Public Utilities District and project
Environmental Impact Reports.

Coyote Valley Covered Species

The HCP maps indicate the location and extdntavered species habitat within the Coyote Valley. In
general, mapped habitat areas are very limited in Coyote Valley. This is partially the result of lack access
to privatelyheld lands and the extent of cultivation of agricultural lands, which, oirae,t would

prevent the establishment of habitat areas.

Plants
Given the limited access to Coyote Valley lands, the only covered plant species mapped in the Coyote
Valley are Big Scale Balsamroot, Robust Monardella, Mt. Hamilton Thistle and Most Beautifu
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Jewelflower. These species are located primarily on public lands owned by the City of San Jose, the
County or the Water District(See Habitat: Plants map in appendix.)

Amphibians

Habitat for amphibians can be found primarily along stream channpbs;iain corridors and creeks. For
instance, the California Rédgged frog is primarily located within Coyote Creek and Fisher Creek. The
Foothill Yellowlegged frog is found more upstream in smaller, more seasonal creeks. The Western pond
turtle can befound in all waterways and the California Tiger salamander is primarily located in the ponds
adjacent to Coyote CreeSee Habdt: Amphibians map in appendix.)

Birds

There are three birds whose habitat has been mapped by the HCP. These includedine Eagle,
whose nests are located at higher elevations in and around Coyote Valley; theloFad blackbird
whose nests are primarily located along riparian corrigarsl the Western burrowing owl whose over
wintering areas (not nests) are found thrdwmut Coyote Valley(See Habitat: Birds and Mammals map
in appendix)

Tracking Wildlife in Coyote Valley

In 2007, the Environmental Studies Department at DeAnza College, located in Cupertino, launched the
Coyote Valley Wildlife Corridor Program to traamkd monitor sightings of birds and mammals that
traverse Coyote Valley. DeAnza students, under the supervision of Environmental Studies staff, have
been trained to record wildlife movement in the Valley. As of 2008, CVWCP has observed 166 species of
birds and 24 mammal species.

The Habitat Conservation Plan for the Santa Clara Valley addresses 21 species of flora and fauna because
these are the species protected by the USFWS and CA Fish and Game. However, the Coyote Valley is
habitat to a plethora ofmammals and birds not protected by these agencies, but nevertheless
contribute to the rich biodiversity of the Santa Clara Valley. Research conducted by the CVYWCP and
581 yI I &aidRRSyia KF-a ARSYGAFASR TAQOSofimanminiaRéand FS K2
birds. Lack of access to private lands has limited the concentrations of mammal observations primarily

to public rightsof-way and parks and other public lands near Highway 101. The three concentrations of
mammal sightings are primarily oliwed where there are culverts along Highway 101. There are two
areas where there has been a concentration of observations of bird nests. One of these is located in the
western part of Coyote Valley north and south of Bailey Road. The other aredhis eastern side of

Coyote Valley just south of the Coyote Creek golf coufSee Wildlife Linkage Zones and Hotspots map

in appendix)

Wildlife Linkages

The goal of the CVWCP is to work with appropriate local agencies to establish linkage zones where
mammals could safely cross the Coyote Valley, therefore reducing the number of mammals killed on
local roadways. Coyote Valley is one of only two connectivity points between the Diablo Range and the
Santa Cruz Mountains. Connectivity between habitatpes is critical to maintain genetic viability and
maintain viable populations of wildlife. While there are many opportunities for wildlife to cross Highway
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101, either through one of its 27 culverts or via overpasses and underpasses, there are liases pl
where wildlife can cross Monterey Highway or the Amtrak rail line. These crossing points are limited to
a few intersections including Bailey Avenue, Laguna Avenue and Palm Avgeea/N(dlife Linkages
map in appendiy
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LANDVALUES INDOYOTB/ALLEY

Theeconomicfeasibility of agriculture in Coyote Valley depends on the cost of the land relative to its
productivity and the revenue that farming could generate. Limited sales in the Valley avéasth
several years make determining land values w&rgllenging. To do this, we have looked at several
sources of information:

1 Recent sales

Assessed values

Historical land values in adjoining counties

Trends in the commercial and industrial space market
Population growth

Social and lifestyle factors

=A =4 =4 =4 =4

Recen Sales

The most reliable means of determining land values is to gather recent sales prices for similar properties
in close proximity to the subject parcel(s). However, as stated earlier, the number of land sales in
Coyote Valley has been limited to antadul of sales in the South Valley. In addition, there have been
three or four sales of large parcels in North and i@igyote Valley. Based on an analysis of the limited
number of sales, land values range, on a@ete basis, from $10,000 to $372,000 pere®® In general,

the earlier land sake commandedigher valus per acreand the more recentand sales indicate lower
values per acre

These values reflect the fact that in South Valley, many of the parcels are improved with residential or
commerck f odzAft RAy3dad ¢KSe& faz2 NBFESOG GKS NIYYLIY
announcement that they ¥ghed tobuild a new 6.6 million squardoot headquarters in Coyote Valley

and the resultant planning fodevelopment in theNorth Valley?® Land walues for farmland in the
Coyote Valley were driven up by the global success of the Silicon Valley economy, the siad
expansion of new tech companies and the steady influx of new workerfallBf2001, however, Cisco,
having lost nearly 80% d&istock value and laying off thousands of workers, announced it was pulling
out of the Coyote Valley project. Yatlanning for a largecale industrial campus development
continued on the part of developers and the City of San Jose. The heyday datibend bubble was

long over and another recession was about to hit. By 2006, the interest in developmérd North
Coyote Valley had faded and the developstgpped providingundingfor the preparation of a Specific
Planand EIRo guide developmenin the North Valley TheSpecificPFlan was never adopted(See Land

and Improvement Values map in appenjlix

% This represents a transaction in which Gavilan College acquireeaar&%arcel in 2008 using parcel tax bond
proceeds with the intent of developing a 10,08fudent campus. The price per acre is a clear outétative to
other Coyote Valley sales in the 26Rd@11 time frame.

g/ 28208 /1 YLdza CFOO {KSSOZ ykmk dhpé
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Table 14 Recent Land Salas Coyote Valley

Parcel Year of Sale| Sales Price | Acres Average Price per Acr
1 2004 $722,000 3.34 $216,168
2 2007 $675,000 4.97 $135,815
3 2010 $540,000 7.42 $72,776
4 2004 | $1,200,000 9.7 $123,711
5 2005 | $1,100,000 9.74 $112,936
6>’ 2007 | $1,450,000 10 $145,000
7 2004 $240,000 15.7 $15,287
8 2005| $1,680,000] 16.81 $99,941
9 2008| $18,000,000 55 $327,272
10 2011 | $3,708,000 100 $37,000
11 2009  $1,900,000 141 $13,475
12 2010 $3,500,000 350 $10,000

Source: Data from

Loopnet; Analysis by SAGE

Assessed Values
While assessed values often do not reflect market value to the limits that Poposition 13 placed on
increases in assessed valuatidghey do provide an informative and useful benchmark. The following
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In general, the smallghe parcel, the higher the value per acre. Sixitye percent of the parcels, (422
of the 606 with data available), and 52 percent of the acreage (2,817 acres of the total 5,351)-has per
acre values greater than $50,000. Only 131 parcels covering 1¢84% lzave an assessed value of less

than $30,000.

Table 15 Assessed Values for Land and Improvements, Per Acre, Coyote Valley, 2011

Value Range, per Acre | Acreage in Value Rangg Parcels in Value Range
$100,000 + 1,272 293
$50,000¢ 99,999 1,545 129
$30,000¢ 49,999 689 53
$15,000¢ 29,999 637 65
$0¢ 14,999 1,208 66
Total Acreage and Parcel 5,351 606
Note: This is for Land and Improvements
Source: Santa Clara County Assessors Office, 2011
a2NB NBOSyd REGF FNRY GKS {lydl
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of the property, in September 2010, withe current assessed value suggesting that the market value at the time
of the more recent transfer was approximately equal to the 2007 sale price.

2 5ee footnote

24, above.
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In the table below, assessed values are for the lamlgl,even when the parcel has improvements on it.
The majority of the parcels, 53 percent, have land values greater than $50,000. About 36 percent of the
parcels have land values below $30,000.

Table 16 Assessed Values, Land Only, Per Acre, CoYaiiiey, 2011

Value Range, per Acre | Acreage in Value Rangg Parcels in Value Range
$100,000 + 771 177

$50,000¢ 99,999 1,392 144

$30,000¢ 49,999 655 66

$15,000¢ 29,999 843 100

$0¢ 14,999 1,690 119

Total Acreage and Parcel 5,351 606

Note: This isor Land only

Source: Santa Clara County Assessors Office, 2011

Agricultural Land Values in Adjoining Counties

The California Chapter of the American SocietyFarm Managers and Rural Appraisers (ASFMRA)
prepares an annual review of agricultural laadd lease values for almost every county in California.
Heavily urbanized counties, such as those in the Bay Area and Los Angeles are not included in this
review, because values for farmland are impacted so greatly by the demand for housing. The dominant
type of agriculture in Santa Clara County is production of row crops, such as leaf lettuce and other
vegetables. The adjoining counties of San Benito, Santa Cruz and Monterey are similar in the dominance
of row crops in their agricultural portfolio. Aview of farmland values and lease rates in these counties
could be instructive in determining a baseline for farmland values in Coyote Valley. In 2010, land values
in these counties ranged from a low of $11,000 to a high of $55,000 per acre, dependhglonation

and productivity of the land. Since 2006, prior to the beginning of the last recession,-piited land

fell in value by $10,000 to $15,000 per acre while land at the lower end of the range remained fairly
constant (except in Santa Cruheve an increased demand ftand suitable for strawberry production
propped those prices up). Values for parcels at the higher end of the scale stayed fairly constant
between 2006 and 2010 reflecting the strength of the fresh lettuce and vegetable market.

Tablel17: Historical Land Values for Farmland Planted in Row Crop&€&unty,per Acre

Year | San Benito Santa Cruz Monterey

2010 | $11,000¢ 26,000 | $20,000¢ 40,000 | $15,000¢ 55,000
2009 | $11,000¢ 30,000 | $15,000¢ 45,000 | $14,000¢ 45,000
2008 | $11,0® ¢ 32,000 | $15,000¢ 50,000 | $20,000¢ 50,000
2007 | $11,000¢ 42,000 | $15,000¢ 50,000 | $15,000¢ 50,000
2006 | $11,000¢ 42,000 | $12,000¢ 50,000 | $12,000¢ 55,000

Source: Trends in Agricultural Land and Lease Values, CalASFMRA, 2011

Lease values for all the counties range from a low of $400 per acre to a high of $2,400 per acre.

Table 18 2010 Leas&/alues for Farmland Planted in Row Cropg Gounty,per Acre
San Benito Santa Cruz Monterey

$400- $1000 | $1,200- $2,200 | $750-$2,400
Source: Trends iAgricultural Land and Lease Values, CalASFMRA, 2011
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Demand for New Commercial and Industrial Space

In short, real estate lease rates and vacancies follow broader economic trends. In the last decade, there
have been two unprecedented economic cycles thave affected commercial lease and vacancy rates.
For instance, in 2000, at the peak of the dot.com bubble, avenaggthly lease rates for office space in
Santa Clara County rose to a previouslyimaginable $8.25 per square foot. At the same timasancy

rates were at an alime low of 1%. The swift rise in rents between 1998 and 2000 triggered new
development projects that significantly increased commercial and industrial sfraoeghout the

county. The dot.com bust, which occurred in Decemi28Q0 resulted in rents dropping precipitously

and reaching a low of just under $3.00 per squfret for office space by 2003. Vacancy rates followed
suit and went up to a high of 20% in 2083.

The 4" quarter of 2008 was the start of the Great Recessiie second significant economic cycle in

the decade. Prior to this, office vacancy rates had gradually declined to under 10% and lease rates were
back up to $5.50. The unprecedented lease and vacancy rates seen during the dot.com bubble were not
to beseen again.

As a result of the recession and global economic restructuring, Santa Clara County lease rates fell to a
new low of just under $1.00 by 2010, with vacancy rates back up to theirdmdstom crash rates of

20%. These two economic cyclesuked in the lowest levels of commercial and industrial development
seen in Santa Clara County in several decades. This drop in demand for new industrial and commercial
space has dramatically lowered the demand for raw land, including land in the Césitas.

In 2011, the unemployment rate remad at 10%, vacancy rates remain above 15% and lease rates
remain low, at a little above $2.08.At the same time, certain sectors of the Silicon Valley economy are
growing and creating demand for office spacFor example, a February 9, 2012 article in the San Jose
Mercury News reported that the South Bay added 26,000 new employees in 2011 and that if all known
real estate development projects are completed, this would add 2.3 million square feet of spghce wi
room for 9,200 employees. The article suggests that as available space fills up on the Peninsula and in
Sunnyvale, Cupertino, and Santa Clara, demand could in turn increase in Sin\8sie. much of the

market focus in San Jose is in the northerntps the City, longerm expansion of the regional
economy could eventually place development pressure on Coyote Valley again.

Despite the current signs of increasing demand for office space in Silicon Valley, several factors point to
limited greenfielddevelopment over the next decade or two, which would tend dampen demand for
office space in a location like Coyote Valley. First, much research has found that the new generation of
tech workers would rather live in an urban environment and bike to wortlake transit, rather than live

in a typical suburban subdivision, and locations that are more centralized will be attractive to high tech
employers in particular, who feel the need to compete regionally for access to the most talented

% ndex of Silicon Valley 2011, p. &@int Venture: Silicon ValleJanuary 2011

% Grubb & Ellis Office Trends Repofhird Quarter 201, Silicon Valley, November 2011

% Avalos, George. South Bay Commercial Real Estate Market Hea8ab/gose Mercury News.cofebruary 9,
2012.
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workers. Secondhe improvement in transit access throughout the Valley, with the extension of light
rail, and the future extension of BART into Santa Clara County, makes properties in North Santa Clara
County, especially North San Jose and Milpitas, much more attraotiy®wing firms. Third, the cost of
extending public services, including water and wastewater treatment, into undeveloped areas and the
cost of required environmental mitigations can be more costly thafilidevelopment.

Economic and Population Growth

The most significant drivers of greenfield development are economic growth (jobs) and population
growth. While population continued to grow at a steady rate of just under 1 percent per year, jobs have
not kept pace. Between 2008 and 2009, at the frond exfi the last recession, Santa Clara County lost
seven percent of its job base. The total number of jobs still has not reached even the 2006 level and has
a long way to go to reach the 1.1 million jobs in 1999.

Tablel9: Population and Job Growth inghita Clara County

Population (1,000s)| Annual Change| Employment (1,000s) | Annual Change
2011 | 1805 1%
2010 | 1787 1% 843 0%
2009 | 1774 1% 847 -1%
2008 | 1759 1% 905 1%
2007 | 1736 1% 900 2%
2006 | 1713 880

Source: California Dept. of Finance; CalifoEmiaployment Development Dept.

Social and Lifestyle Factors

Until 1999, it seemed as though the development of raw land (greenfields) would be endless and that
the demand for more and more commercial and residential building space was insatiable. h®imce t
many trends have taken hold that moderate that drive towards greenfield development.

Greater awareness of the environmental as well as the fiscal impacts of greenfield development has
convinced land planners and policy makers to incentiviZél idevelopment, which has led to a leveling

of the cost differences between infill development or redevelopment and greenfield development. At
the same time, as stated earlier, the new generation of tech workers and the creative class has strongly
indicated apreference for living in more lively urban areas and would rather bike to work or take transit
or not commute at all. Developers are responding by building more housing in existing urban areas
thereby reducing demand on lands located in suburban areas tfénd has played out up and down

the West Coast from Seattle to San Diego.

The increasing desire to buy local and to eat organically or sustainably produced foods has had a positive
impact of farmland values, especially for lands located within npetiitan areas. While the previous
factors work to lower land values from the speculatidriven levels of the late 1990s, the demand for
farmland close to metropolitan areas, such as Silicon Valley, in order to supply the growing number of
farmers marketsand restaurants serving locally produced foods ccdtp to bolster the value of land

used for agriculture near population centarger the next decade or so.
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ResourcesAvailable forAg Land Reservation

There are multiple public and private souragsfunds from national and local organizations that could
provide assistance in acquiring conservation easements or ownership of agricultural and
environmentally significant lands in the Coyote Valley.

Federal Programs

This preliminary analysis investigatthe availability of programs through the United States Department

of Agriculture (USDA) for which the Coyote Valley project is likely eligible. Following are outlines of the
program parameters for several USDA progrdm&ome of these federal progranese administered
GKNRBdAK [/ FTAFT2NYAFI QA bl GdzNI f wSaz2dz2NOS /2y aSNBDFGAz2

Beginning and Socially Disadvantaged Farmer Contract Land Sales
9 Obijectives: Provide federal loan guarantees to retiring farmers whdisatice the sale of their
landto beginning of socially disadvantaged farmers and ranchers.
9 Eligibility: The buyer of the farm and ranch must be a beginning or socially disadvantaged
farmer or rancher.
1 Amount of Funding Available: Covers contract sales of farms and ranches with gupcicasor
appraised value up to $500,000.

Beginning Farmer and Rancher Development Program (BFRDP)
1 Obijectives: Fund education, extension, outreach and technical assistance initiatives directed at
helping beginning farmers and ranchers.
9 Eligibility: Collborative state, tribal, local, or regionalhased networks or partnerships of
public and private groups.
1 Amount of Funding Available: Grants available up to $250,000 and a match of at least 25
percent is necessary.

Certified Development Company Progrgsi4 CDC under SBA)
1 Objectives: Stimulate job creation through expansion or renovation of existing small business
infrastructure.
9 Eligibility: Foprofit corporation, partnership, or proprietorship with net worth that does not
exceed $8.5 million andvarage net profit after taxes does not exceed $3 million.
1 Amount of Funding Available: Typical projects range from $500,000 to $2 million with average
project totaling $1 million.

Community Food Projects
1 Objectives: Support local food production ard distribution throughout the community
especially to lowincome people.

% Funding source summaries derived fr@uilding Sustaable Places Guide, October 2009
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1 Eligibility: Private no#profits, and entities working in partnership with ngmofits.
1 Amount of Funding Available: Grants ranging in size from $10,000 to $250,000 and a match or
at least 50 percent is necessary.

Conservation Innovation Grant Program (CIG)

1 Objective: Support innovative agriculture conservation projects.

9 Eligibility:  National Component emphasizes large scale projects ranging in scale from
watershed, to regionia to multi-state. State Component funds individual producers and small
organizations.

1 Amount of Funding Available: Funding varies; grants available for up to 50 percent of total
project cost. There are exceptions for historically underserved groupedeive additional
funding.

Conservation Stewardship Program (CSP)

1 Objective: Actively maintain existing conservation systems and implement conservation
activities on land in agricultural production.

1 Eligibility: Private agricultural land is eligible e enrolled if not enrolled in Conservation
Reserve, Wetland Reserve or Grassland Reserve Programs. Land must be in production for past
four of six years. Applicant must enroll all acres that they operate. Five year contract.

1 Amount of Funding Avaible: Payments capped at $40,000 per year. Payment average $18 per
acre nationwide.

Environmental Quality Incentives Program (EQIP)

1 Obijective: Provide technical, financial, and educational assistance to farmers and ranchers to
promote natural resoure conservation.

9 Eligibility: Persons engaged in agricultural, forestry, and livestock production or owners of such
land.

1 Amount of Funding Available: Grants available for up to 75 percent (up to 90 percent for
socially disadvantaged producers, limitedsoerce producers, and beginning farmers and
ranchers) of projectosts notto exceed $300,000 in payments and $450,000 in payments for
projects determined as having special environmental significance.

Farm and Ranch Lands Protection Program (FRPP)

1 Objedive: Protect farm and ranch lands from conversion to nonagricultural uses.

9 Eligibility: Privately owned land feasible for agriculture production that is part of a pending offer
from eligible State, Tribal, or local governmental or nongovernmental argtdon that
demonstrates commitment to lorgerm conservation or agriculture or ranch lands through use
of voluntary conservation easements.

1 Amount of Funding Available: $743 million authorized from 2008 to 2012. Eligible entities must
provide 50 percet match of estimated fair market value.

Local Food Enterprise Loans
1 Objective: Renew local food system infrastructure and community development.
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Eligibility: Individuals, cooperatives, cooperative organizations, businesses and other entities
that distribute, aggregate, store and market foods producestate or within 400 miles from
product origin.

Amount of Funding Available: Loans are generally capped at $10 million. Maximum loan
guarantee is 80 percent for loans less than $5 million, 70 peffoeridans between $5 and $10
million, and 60 percent for loans exceeding $10 million.

Organic Certification Cost Share (NOCCSP)

1
T

Objective: Support organic certification for producers and handlers of organic products.
Eligibility: Producers and handiecertified by USDA accredited certifying agent under the
National Organic Program.

Amount of Funding Available: Up to 75 percent of annual certification costs with maximum
payment of $750 per year.

Resource Conservation and Development (RC&D)

T

T

Objedive: Accelerate the conservation, development, and use of natural resources while
improving the general level of economic activity and standard of living in communities.
Eligibility: Councils with representation from state and local governments, Tehdsnonprofit
organizations.

Risk Management Education Program (RME)

T

Objective: Provide farmers with knowledge, skills and tools needed to make informed risk
management decisions for their operations with the goals of enhancing farm profitability.
Eligiblity: Private and public groups, organizations and institutions, and other qualified public
and provide entities with demonstrated capacity to develop and deliver educational programs
for agricultural producers.

Amount of Funding Available: Awards rarfigem $5,000 to $50,000

Risk Management Partnership Agreements (RMA)

1

Objective: Research and development, education, and community outreach feanswance
agricultural risk management tools.

Eligibility: Individuals are ineligible to apply. Eligybilequirement vary for each of the three
partnership categories (Product Management, Education, Outreach).

Amount of Funding Available: No maximum and no minimum funding levels.

Rural Business Enterprise Grants (RBEG)

1

Objective: Finance and fatalie development of small and emerging private businesses in rural
areas.

Eligibility: Nonprofits and public bodies including incorporated towns and villages, boroughs,
townships, counties, states, authorities, districts, and Tribal groups.

Amount of Fmding Available: Grants are based on need and availability of funds.

Rural Business Opportunity Grants (RBOG)
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1 Objective: Promote sustainable economic development in rural communities with exceptional
need.

1 Eligibility: Public body, nonprofit corporan, Indian Tribe, or cooperative with members that
are primarily rural residents.

1 Amount of Funding Available: Size of grant is limited by programs funds available, most grants
are $50,000 or less.

Rural Cooperative Development Grant Program (RCDG)
1 Objective: Improve economic condition or rural areas by developing new cooperatives and
improving existing cooperatives,
1 Eligibility: Nonprofit corporations, institutions of higher learning.
1 Amount of Funding Available: Grants available for up to #segue of total cost of project.
Applicant must provide at least 25 percent match.

Sustainable Agriculture Research and Education Program

1 Objective: Support innovative research, education and projects that advance sustainable
agriculture.

9 Eligibility: Universities, nonprofit organizations, government agency staff, and agricultural
producers.

1 Amount of Funding Available: Research and Development Grants range from $60,000 to
$150,000; Producer Grants range from $1,000 to $30,000; Professional Develo@raaris
range from $10,000 to $100,000.

ValueAdded Producer Grants (VAPG)
1 Obijective: Develop valugdded produceowned businesses.
9 Eligibility: Individual agricultural producers, produeeontrolled entities, organizations
representing agricultural pducers, and farmer or rancher cooperatives.
1 Amount of Funding Available: Must provide equal match to funds awarded.

Wetland Reserve Program (WRP)
1 Objective: Restore, protect and enhance wetlands
9 Eligibility: Private land owners and land owned bylibm tribes.
1 Amount of Funding Available: Permanent easement, 100 percent of easement and restoration
costs; 30year easement or 3§ear contract, 75 percent agricultural value and restoration costs.

State Programs

CaliforniaFarmland Conservancy Bram

The California Farmland Conservancy Program (CFCP) seeks to encourage -teemlompgivate
stewardship of agricultural lands through the voluntary use of agricultural conservation easements. The
CFCP provides grant funding to local governments araifeged nonprofit organizations for projects
which use and support agricultural conservation easements for protection of agricultural lands. As of
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August 2011, more than 52,000 acres of farmland have been permanently conserved witfuQiecP
easements.

Williamson Act Contracts on Agricultural Land

The purpose of the Williamson Act is to help keep farmland in agricultural production by giving private
property owners property tax incentives for keeping their land in production (and not developed).
Within Coyote Valley, 186 acres are in Williamson Act contracts. These contracts are set to expire within
2 to 9 years.

California State Coastal Conservancy

The California StateCoastal Conservancy awargrants to public agencies and nonprdfir projeds
including trails and other public access to and along the coast, natural resource protection and
restoration in the coastal zone or affecting coastal areas, restoration of coastal urban waterfronts,
protection of coastal agricultural land, and resolutiof land use conflicts The stages of a project
generally funded by theCalifornia StateCoastal Conservancy include fmject feasibility studies,
property acquisition, planning (for large areas or specific sites) and design, environmental review,
construction, monitoring, and, in limited circumstances, maintenance.

Department of Fish and Game, Wildlife Conservation Board

The primary responsibilities of Wildlife Conservation Board (WCB) are to select, authorize and allocate
funds for the purchase ofahd and waters suitable for recreation purposes and the preservation,
protection and restoration of wildlife habitat. At its Sept. 13, 2@ddeting, the Wildlife Conservation

Board (WCB) earmarked $43.6 million to help restore and protect fish and evitdiitat throughout
California. The 19 funded projects will provide benefits to fish and wildlife species, including some
endangered species, and increase public access to these lands. Several projects also demonstrate the
importance of protecting workig landscapes and integrate economic, social and environmental
stewardship practices beneficial to the environment and the landowner.

Countyand CityPrograms

Santa Clara Countypen Space Authority

Santa Clara County Open Space Authoi®9ADSA purchases land, restores habitat and nurtures
YIEGdzZNF £ O02YYdzyAGASa G2 &l FS3dzr NR Opeg GreaS of hé Wy Y Sy i
floor, hillsides, watersheds, baylands, creeks, and scenic views are preservation pridhigeduthority

is furded through a benefit assessment district that does not sunset. The original funding source
provides $4.1 million per year. A subsequent election yielded approximately $28 million for opportunity
acquisition.

Santa Clara County Parks Department

The Sata Clara County Parks Department has 28 parks encompassing 45,000¢aéeS. 5 S LI NI Y Sy
acquisition and operations is funded through a tax of 1.425 cents per $100 of assessed valuation. At
least15% of ths Park Charter Fundust be allocated to land acquisitidor county park purposes
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LandTrusts

California Rangeland Trust

California Rangeland Trust is working to permanently protect hundreds of thousands of acres of
California rangeland through agricultural conservation easements to protect and enhance the
environmental and econornibenefits that these working landscapes provideconservation easement

is created by the signing of an agreement between the landowner and California Rangeland Trust or any
other qualified organization or government agency willing to accept the easemen

Cener for Natural Lands Management

The Center for Natural Lands Management protects environmentally sensitive lands, through
professional, science based stewardship of mitigation and conservation lands in perpetuity. It is
presently managing more thab2,000 acres of conservation lands throughout California. This includes
72 separate projects, ranging from 1 acre to 21,000 acres, found in desert and coastal sand dunes,
desert palm oases, coastal sage scrub, vernal pools, marshland, grassland aad fgrast habitats.

These lands often are centered on biodiversity hotspots, which support a large nhumber of species,
including a high number of threatened and endangered species.

Peninsula Open Space Trust

Peninsula Open Space Trust (POST) preservdsethey, character and diversity of the San Francisco
Peninsula and Santa Cruz Mountain Range in northern California. Since its founding in 1977, POST has
been responsible for preserving 60,000 acres as permanent open space and parkland in San Mateo,
Sana Clara and Santa Cruz counties. POST currently holds 28 fee properties and 27 conservation
easements and deed restrictions.

Foundations
There are many foundations that have missions and programs areas of potential relevance to the Coyote
Valley agricliural lands conservation effort. The following is a brief description of a few of these:

Wildlife Heritage Foundation

Wildlife Heritage Foundation (WHF) is dedicated to preserving California's rich heritage of open spaces,
agricultural land, and diversavildlife. The organization welcomes landnservation projects that
protect wildlife habitat and educational programs that expand awareness of wildlife needs. WHF is
committed to educating the public about conservation and creating and implementing adnaht
projects on preserve sites.

The David and Lucille Packard Foundati@onservation and Science Program

The Conservation and Science Program generally invests in policy change projects that conserve and
restore ecosystems while enhancing human weeling. The foundation aims to improve the
environmental performance of agriculture, while also ensuring a thriving agriculture and food system
that meets the needs for nutrition, employment, and economic development.
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The William ad Flora Hewlett Fouradion, Environment Program

The Environment Program makes grants to conserve the North American West and to tackle the
problems of energy and climate change. The Environment Program pursues these goals by supporting
public policy development and advocadyehgages influential groups that care about the environment

but whose voices and concerns have not always been part of the traditional environmental movement,
such as hunters, anglers, ranchers, Latinos, and Native Americans.

The Gordon and Betty Mooreudndation, Land Conservation Program

The Land Conservation Program strives to sustain a healthy Bay Area ecosystem by expanding the
network of conserved landscapes critical to maintaining natural systems function. The Foundation
prioritizes acquisition mjects that are grounded on scienbased regional conservation planning.
Examples of planning frameworks that receive prioritization include the Upland Habitat Goals, the Bay
Lands Goals, natural community conservation plans, habitat conservation plachsptiaer detailed

plans that delineate how a project will contribute to meaningful conservation gains over thédong

To date, the Foundation has awarded more than $100 million in land conservation grants, helping to
conserve over 55,000 acres of land.

Financing Agriculture through Private Equity Investment

Private investors have lately been putting their money into agricultural land for more predictable

returns and greater stability in their investment portfolios. Investemed farmland takes fferent

forms. These include pension funds, limited partnerships, real estate investment trusts (REIT) and large
investment corporations. For instance, the large pension fund, -TIREFF, has $2 billion invested in

farmland in Australia, Brazil and Nortmerica. Agro REIT invests primarily in South America, as does
DS2NHS {2NRaQa FdzyR ! RSO2I 3INRB {! @ hyS 2F GKS TFA
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and East Coast. These investors have realized healthy returns, in many cases over 10 percent annually
from their investments in agricultural land. For instance, Ceres Partners LLC achieved an average annual
return of 16.4 percent over the lashtee years. On the West Coast, one agricultural land investment

firm, Farmland LP, invests in farmland and then manages its conversion to organic and sustainable
practices, as a means to achieve at least double bottom line returns.

Some of the benefitef this growing trend in private investment in agricultural land are that the firms
tend to manage the land using last generation technology, professional and expert management,
vertical integration, and diversification and workforce training, thus praayigreater productivity and
returns. This growing trend is happening for several reasons.

Agricultural land has provided a stable return on investment compared with other investment options.
During the past two decades, farmland has returned over 1@grgrannually’* This compares to an
average general inflation rate of 2.75 percent over the same period. Also, unliksttedds the range

%2011 Trends in Agricultural Land and Lease Values, CalASFMRA, 2011
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of farm income returns does not vary wildly. In the last 20 years, the annual return has ranged from a
low of 6.95percent to a high of 7.68 percefit.

Farmland properties require relatively little in the way of-gming capital expenditures, such as HVAC
systems, roofs, electrical, etthat are required by other types of real estate investments. Though
vineyards,orchards and greenhouses have higher maintenance costs, their return on investment is also
higher.

Over the last 40 years, productivity per acre of farmland has doubled, due to improved farm
management practiceand adoption of innovations that havacreased farm yields and productivity.

By 2050, there could be 2.3 billion more people to feed. And, as more countries increase their wealth,
such as China, a greater share of their diet will consist of more expensive foods, including meat, fruits,
wine ett. Since land and watern are finite resources, as the demand for food increases, so will the
demand for land.

Payment for Ecesystem Service (PES)

Payment for Ecosystem Services programs and marketdd be a markebased alternative to
traditional congrvation initiatives®® By compensating landowners for the ecosystem services provided
by their propertiest such asclean water, flood management, clean air and wildlife habitaBES
programs provide a consaation incentive that can assist with the cemgation of agricultural and
forest lands

PES programs are built on the recognition that ecosystems provide valuable and measurable services to
people. Although the economic value of ecosystem services are significant, they are usually not reflected

in the prices landowners receive for the goods they produce. PES programs address this disconnect by
compensating landowners for the ecosystem services provided by their lands.

Like other market mechanisms, these programs identify a service to be boughbtlahdrsl define the
conditions of the transaction. By linking healthy ecosystems with financial benefits, PES programs
provide a positive incentive for landowners to improve and protect the environmentally significant
resources on their land.

A viable PEBrograms includes willing sellers and buyers. Up to now, the use of PES has been driven by
environmental regulations, including the Clean Water Act and the Endangered Species Act. Some
government agencies, which are authorized to implement these enviemtah regulations, have
SadGlofAaKSR YSOKIyAaYa F2NJ LIzZNOKFaAy3a FyR (NI RAY
Environmental Markets (seéttp://www.usda.gov/oce/environmental rarkets/farm.htm) has put
023SGKSNJ I aSd 2F OFLasS addzRASa OFfftSRE 4CIHNYy 27

342011 Trends in Agricultural Land and Lease Values, CalASFMRA, 2011
%2011 Trends in Agricultural Land and Lease Values, CalASFMRA, 2011
38 An Eonomic Analysis of the Benefits of Habitat Conservation on California Rangelands, Defenders of Wildlife, March, 2010.
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ecosystem services helped keep farms economically viable and the same time regulate flooding and
clean streams and rivers.

According toDefenders of Wildlife, the majority of PES programs that have been considered successful
include buyers from the public sector. There is potential for California to encourage participation
through both the public and private sector, which might includéljuutility districts, land trusts, and
conservation organizations. There are incentives for public water utility districts in California to
participate in innovative finance mechanisms. For example, paying landowners upstream to better
manage their landswvoids potential costs for upgrading facilities to manage an increase in pollutant
loads caused by development or conversion to other 5es.

The Benefits People Obtain from Ecosystems

An ecosystem is a dynamic complex of plant, animal, and microorgaoismmunities and the nonliving
environment interacting as a functional ufftHumans are an integral part of ecosystems. Ecosystems
provide a variety of benefits to people, including provisioning, regulating, cultural, and supporting
services(See TablR0 below) Provisioning services are the products people obtain from ecosystems,
such as food, fuel, fiber, fresh water, and genetic resources. Regulating services are the benefits people
obtain from the regulation of ecosystem processes, including air tgualiaintenance, climate
regulation, erasion control, regulation of human diseases, and water purification. Cultural services are
the nonmaterial benefits people obtain from ecosystems through spiritual enrichment, cognitive
development, reflection, recre@n, and aesthetic experiences. Supporting services are those that are
necessary for the production of all other ecosystem services, such as primary production, production of
oxygen, and soil formation.

Table 20 Ecosystem Services

Supporting Provisioring Regulating Cultural
Nutrient Cycling Food Climate Regulation| Aesthetic
Soil Formation Fresh Water Flood Regulation | Spiritual
Primary Production Wood and Fiber| Disease Regulatior] Educational
Fuel Water Purification | Recreation

Source: Ecosysterasd Human Welbeing: A Framework for Assessment (Island Press, 2003);2fp. 1

PES Most Relevant to Coyote Valley

The ecosystem servicelisted below and their associated payment schemes have been identified as
relevant Coyote ValleyFurther researchis necessary to determine (1) to what degree each service is
provided at the Coyote Valley site; (2) if provided, to what degree a PES is feasiblg) dnbig list is
exhaustive. The valuation of ecosystem services is contgependent. Therefore, ag service or
payment scheme deeribed below may or may not directly apply to the services offered at Coyote Valley
due to difference in scale, scope and targeted market demaMbre detailed information about
ecosystems services and PES are includeceiappendix.

37 An Economic Analysis of the Benefits of Habitat Conservation on California Rangelands, Defenders of Wildlife, March, 2010
8 Ecosystera and Human Webeing: A Framework for Assessment (Island Press, 2003);2p. 1
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Table 21: Possible PES Applicable to Coyote Valley

Ecosystem Service Payment for Ecosystem Service

Agriculture & food productior] Purchasing Power, Certification schemes

Soil quality USDA conservation programs

Carbon sequestration Cap andrade; Voluntary CO2 offset purchasing progra
Watershed/hydrologic Land purchase for flood control or recharge

Wildlife corridors Conservation easement or TDRs

Pollination Ag product certification, conservation programs

Source:Coyote Valley Agrittural Conservancy Feasibility Study: Ecosystem Services and Payments for EcosystenC8stalcds Simons,
September 5, 2011 (See appenjix

Agricultural Land Mitigation
The Santa Clara County Local Agency Formation Commission (LAFCO) hed prepaof guidelines
for cities that may want to establish their own agricultural land mitigation program or for use in
SOl tdzk iAy3a SEGSyaArzy 2F diNbly aSNBAOS I NBlLa FyR |
the conversion of prime agrittural lands should provide one of the following mitigations at a not less
than 1:1 ratio (1 acre preserved for every acre converted) along with the payment of funds as
determined by the city / agricultural conservation entity (whichever applies) to ctivercosts of
program administration, land management, monitoring, enforcement and maintenance of agriculture
on the mitigation lands:
a. The acquisition and transfer of ownership of agricultural land to an agricultural conservation
entity for permanent potection of the agricultural land.
b. The acquisition and transfer of agricultural conservation easements to an agricultural
conservation entity for permanent protection of the agricultural land.

LAFCO also suggests that: The agricultural mitigationdmesililt in preservation of lanfih Santa Clara
County]that would be:
a. Prime agricultural land of substantially similar quality and character as measured by the
Average Storie Index rating and the Land Capability Classification rating, and
b. Locateds A U KAY OAGASEAQ aLKSNBa 2F AyFfdsSyOS Ay |y
c. That would preferably promote the definition and creation of a permanent urban/agricultural
edge.

Currently, only the City of Gilroy has adopted an agriculturéiation program. Morgan Hill is studying
the issue. San Jose does not have an agricultural land mitigation program

Natural Resources Mitigation

If a natural resource, such as air or water, or a threatened or endangered species is harmed, or in danger
of being harmed by any type of building activity or grading, mitigation measures are implemented. This
is a requirement of the environmental policies put into effect in the 1970, such as the Air Quality Act,
the Water Quality Act and the Environmental QtyaAct. For instance, if a construction project
generates many new car trips and it is determined that this will have a negative impact on air quality,
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the developer must implement mitigation measures to reduce car trips. These would include bike trail
vanpools, carpool ridenatching, commuter checks and the like. In projects that could harm protected
wildlife and plant species and their habitat, mitigation measures may include the restoration of similar
habitat nearby, altering of the constructianethod and timing and limiting the construction zone. For
instance, when water districts maintain streams and creeks as part of their flood management
programs, they must mitigate the loss of riparian habitat by helping to restore dtalitother riparian
corridors. As another exampleif roadway construction will affect habitat for mammals or birds, the
project mustmitigate the impact by altering the design of the roadway, making improvements to
accommodate wildlife, or restoring similar habitat nearbds a result of the need to mitigate
construction and maintenance activities in the Santa Clara Valley and elsewhere, lands surrounding
Coyote Valley, such as Tulare Hill and Coyote Ridge have become important as mitigationabeags

of known habitat foprotected species that can be purchased in only the amounts needed to mitigate
their activities.
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(HALLENGES ANDDNSTRAINTS

There are several challenges that need to be addressedderto realize the opportunity otreating a
permanent agriculture resource arean the Coyote Valley. These include the uncertainty of future
development patterns, the cost of the land, flooding of certain areas and the need to accommodate the
migration of wildlifeand habitat conservatiowhile at the same time managy the land for agriculture.

Uncertainty about Future Development
The South Valley has been designated as a greenbelt and as such is limit€duiy policy, to
agricultural and rural residential uses. The Mid Valley is also somewhat protectegkdiusive

I INA Odzt GdzNF £ dzaSa o0& 020K /2dzyide LREAOE FYR {Fy W

designated as urban reserve. Howeuhie North Valleyincorporated into San Jose decades ,aas

long been intended for office park deogpmentA y i SYRSR (G2 KSf L)  O02YY2RI GS

jobs. Currently,there are several entitled projects proposed for this area that could potentially
accommodate 30,000 high tech office workers. Though a return to the economic growth rates of the
late 1990s is unlikely within the next 10 years, as long as the entitlements are still in effect, development
could proceed anytime.

Land Prices

The market value of land in Coyote Valley reflects its potential for commercial and industrial
development ad exceeds the values that would make agriculture financially feasible. Though assessed
gl fdzSa R2y Qi ySOSaalNAfe& NBFTESOG YIFINJ SO OFftdsSax
more than $100,000 per acre. This is probably the biggestdmmnt to purchasing the land for
purposes of managing it for agricultural production.

Seasonal Flooding

Seasonal flooding is common in the northern and western areas of the Valley nearGisbkrandhe

area once known as Laguna Seca. Current ftarthe development of North Valley acknowledge this
flooding and have set aside land in the area of Laguna Seca for the purposes of flood management. In
anticipation of future development, the Water District has begun construction of the water detention
pond.

Challenging Agricultural Economics

Agriculture in the Coyote Valley, as in urban edge areas of growing metropolitan regions across the
county, is severely challenged by factors including incompatible adjacent land uses, fragmented and
smaller farntand parcels, loss of critical services, and circulation conflicts, not to mention the
disincentive to invest resulting from expectation of urban development. These challenges are additive
with difficulties of small and medium scale farming in generduting: regulatory barrierscompetition

from a global marketplace, rising input costs, and equitable farm labor issues.  Adaption to and
adoption of alterative the agricultural production and marketing systems, such as organic practices and
direct or nihie marketing, that can increase profitability but only within at least a medium term time
frame. Similarly, development of plabased marketing strategies such as dgurism requires
collaborative investment in the development and branding of a plaased attributes.
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OPPORTUNITIES

There aremany opportunities to leverage for the development of an agricultural resource area in
Coyote Valley. These includsupportive policy framework, a conducive current economic settmg,
exciting possibilities created by the synergy between agricultural land preservation and enhancement
and natural resource conservation efforts, and keen inteneshe developmentof local food systems.

Supportive Policy Framework
City, countyregionabnd state policiesqvide support for the creation of an agricultural resource
area.

City of San Jose

¢tKS /AdGée 2F {ly w2asSQa NBOSyidfe IIR2LIISR DSYySNIXf t
the role of agriculture within both urban and rural areas. In peutar, the City has made a clear
commitmenti 2 LINBASNIIS | IANKROdzf (GdzNF £ fFyR Ay 2NRSNI (2 «
foods, promote local and ecologically sound food production, and support the ability of farmers in the
region to sell their pJ2 RdzOS € 20l f f & d¢ ¢tKS /AGeQa ySg LRtAOe A
grown agriculture as an environmentally sustainable means of food production and as a source of
KSFHfGKe F22R F2NJ {lFy W2asS NB &spel8doitdive distincttmeans R a ( K
protecting agricultural land. These include discouraging subdivision and limiting residential uses of
agricultural land; encouraging conservation easements; prohibiting adjacent land uses that would
compromise the viality of agriculture and maintaining the Urban Growth Boundary. The most
SyO2dzNy 3Ay3 ySg H2erdd xaF fiDea] ASUNSHWBR ySyd I INRK O

Santa Clara County

The County of Santa Clara has a ietapding policy, established in th®@0s, of discouraging urban
development outside of incorporated cities. Towards that end, @mntyhas worked with all three
cities in South CountySan Jose, Gilroy and Morgan Hilb agree on and adopt a set of policies that
prohibit the extension of dulities to unincorporated areas and to restrict subdivision of agricultural
lands. TheCountyQ a -$teghging 40 acre minimum lot size requirement has helped to keapyrof

the parcels within the MieCoyote Valley at 80 acres or more.

Bay Area Regio

t dzZNEdzZh yd G2 /FEAF2NYALFQa !'. oH FYR {. oT1tpX GKS
Communities Strategy which requésignificant reductions in transportatierelated greenhouse gas
emissions. The Association of Bay Area GovernmemB&@&\ and the Metropolitan Transportation
Commission (MTC) are-teading the effort to develop the plan and have adopted a sé¢targets to

be achieved by 2035. The first two of tfwlowingtargets are mandated by SB 375 and the third is a
regionaly-specific target that is relevant to Coyote Valley.

1 Reduce pecapita carbon dioxide emissions from cars and ity trucks by 7 percent by
2020 and by 15 percent by 2035;

 House by 2035 mnn LISNDSy G 2F K SealNgodth vghoud dsplaiid 2 S OG SR
current lowincome residents; and
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1 Direct all noragricultural development (100%) within the urban footprint (existing urban
development and urban growth boundaries).

These targets represent a turning point in regional housing policy. Pritiigp eachcounty was
required to demonstrate how they would house their fair share of housing within unincorporated areas
(mostly in conflict with county policies to discourage housing in unincorporated areas). Now, counties
YI & F20dza { KirBikcdiporated afedk] callkd PN@ity Development Areas (PDAs) within the
county. To reach these targets, ABAG and MTC will focus future fifanc@@ntives to PDA and
Priority Conservation Areas (PCAs). PDAs are locally identified, infill develayppertunity areas near

i NI y & A ( docallyfidént¥igd butiégonally significant open spaces for which there exists a broad
consensus for lonterm protection. These areas have been identified based on criteria that are
O2yaraiSyid odragionaligias. . &8 | NBI Q

Current Economic Setting

In the Bay Area, similar to other metropolitan regiortse tmost significant drivers of developmeoi
agricultural lands are economic growth (jobs) and population growth. \ihgleegionalpopulationhas
continued to grow at a steady rate of just under 1 percent per yeargyolvth hasnot kept pace. The
total number of jobs is still 4 percent below the 2006 1&ahd has a long way to go to reach tlesel
of 1.1million jobsextantin 1999.

In the lastdecade, there have been two unprecedented economic downturns that have affected the
pace of development activity in Santa Clara County. These two economic cycles have significantly
decreased the demand for new industrial and commercial space. As a, relsuihed development

within North Valley has not occurred and the land remains in agricultural production.

Changes in commercial lease rates and vacancy rates illustrate the effects of these two economic cycles.
The first economic downturn started withe build up to the dot.com bubble in the late 1990s. At that
time, average lease rates for office space in Santa Clara County were at $8.25 per square foot. At the
same time, vacancy rates were at an-taile low of 1%. The datom bust, which occued in
December, 2000 resulted in rents dropping precipitously and reaching a low of just under $3.00 per
squarefoot for office space by 2003. Vacancy rates followed suit and went up to a high of 20% in
2003

The 4" quarter of 2008 was the start of th@reat Recession, the second significant economic downturn

in the decade. Prior to this, office vacancy rates had gradually declined to under 10% and lease rates
were back up to $5.50. Lease rates fell to a new low of just under $1.00 by 2010, witlcywaatas

back up to their postlot.com crash rates of 20%. These two economic cycles resulted in the lowest
levels of commercial and industrial development seen in Santa Clara County in several decades.
Currently, the unemployment rate is 10%, vacaratgs remain above 15% and lease rates remain low,

% Transportation funthg from the federal government
40 Bay Area Council Economic Institute, Economic Fare2@$1-2013, December 16, 2011
* Index of Silicon Valley 2011, $6Joint Venture: Silicon Valley, January 2011.
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at a little above $2.0¢% It will take several years of solid employment growth to create a renewed
interest in new office development.

Synergybetween Agricultural Land Preservation and Natural Resogi€onservation

There is an opportunity to leverage the efforts of multiple agricultural, open space and natural resource
conservation organizations to create a nuultie resource area within the Coyote Valley. The Valley is
rich in both agricultural andrevironmental resourcewhicha multitude of organizations have expressed
interest in protecting. For instance, the Water Distritte County and others are working to protect
and, in the future, restore seasonally wet areas to their natural wetlandstdtabiThere are also
organizations, such as the Silicon Valley Land Conservancy and the Santa Clara County Open Space
Authority that are working to preserve habitat for endangered and threatened wildlife. There are also
organizations such as The Natureofiservancy and DeAnZzollege thatare workingtowards creating
linkages across the Coyote Valteyallow for the migration of mammals, such as Tule Elk, bobcats and
coyote. Regional organizations, such as Greenbelt Alliance, have-stdodgng missio of preserving
agricultural landsind promoting smart infill growth

An area planning process that involved these interested organizations, together with land owners and
farmers, could result in a partnershigading tothe creation of a unique agricuital, environmental and
cultural resource area that could support the realization of multiple agency and organizational missions.

Local and Regional Food Systems Planning

Local food systems planning has timber-connecteddrivers: (1) promotion of access fresh, locally

grown, affordable and culturally appropriate foods for all residents, with a special focus on rectifying
WF22R RSaSNIaQT FYyR OHO LINEY2UGA2Y 2F 201 f a dza i
agriculture, entry of new farmersyalueadded farm enterprises, and plat@sed agriculture.

In the South Bay, the&anta Clara County Food System Alliance is a leading proponent for the
development of local food systems. The Alliance has broad representation from agriculture, public
hedth, environment, civic and local business communities. Its purpose is to respond to concerns around
health issues in Santa Clara County, the lack of access to healthy food, the loss of ag land in the southern
part of the county, and to promote a sustabla food system in the South Bay and Northern San Benito

Such focused and collaborativecal efforts, combined with the generatiouble-digit growth of the
organic market and the growing demand for lo¢abd, creates a significant opportunity famew,

community supported andoerhaps moreprofitable farmingin the Coyote Valleylhelarge and growing
population of theBay Areaprovides a readyappreciativemarket andHighway101 provides directly
connects the Valley to all parts of the region.

Farming inthe Valleyprovides opportunities for established and new farmers who iaterestedin
serving local marketand farming sustainably Revivedagriculture willalso provide opportunitiegor
adjunct businesses, such as agrrism operations, valuadded enterprises, and agricultural education
programs.

*2Grubb & Ellis Office Trends Reporfthird Quarter 2011,Silicon Valley, November 2011.
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FEASIBILITRETERMINATIONND PRELIMINARY/ISION

Based on the findings from the existing conditions research, on the preliminary assessment of challenges
and opportunities, and on input from technicatlvisors, the project funder and Partner Group have
concluded that there is sufficient baseline feasibility to warrant moving ahead to Phase Two.

Technical advisorprovided input on various aspects of the research during the fall of 2011. At a
Workshopheld on November 18 in San Jo86,0f these advisors came together to provide feedback
about the findings, refine the project vision, propose high level conceptual site plans, and outline key
strategies and mechanisms necessary to realize the vision.

PreliminaryVision
The preliminary vision statement below is a raw composite of proposed refinements to a draft vision
statement presented to advisors by the project team.

G¢KS /28208 +1I f te§anally/significéng ecé&agridiili@iral tesource area that
permanently conserves prime farmland and key hab#aturedivelihoods for its farmers, ranchers
and agricultural employeesprovides healthy food and a recreational amenityBay Area
communitiesand protectsimportant ecological and culturaesource®fii KS NB IA 2y dé

Conceptual Site Plaldeas
At the Workshopgroups ofadvisors were asked tsketch out on aerial maps of the Vallepnceptual
locationsfor a potential agricultural resource are&everal common themes emerged:

1 Considerll contiguous large scale, unimproved parcels for inclusion in the agricultural resource
areain order to comprise a core ag area of sufficient connectivity and scale

1 Use excellent agronomic values as the starting poim; bestland for agriculture in terms of
soils, parcel scaleand contiguousparcels, is in the Mid Valleyhe North Valley has large,
unimproved parcels with good soils but would need flooding issues addressed.

1 Important habitat and wildlife corridor areas are located in the North dfid Valley, generally
follow waterways, and include eastest transects across the Valley to the protected open
space ridges on either side

1 Consider compatibladjacent land uses and transportation uses

1 Focus on the overlap and synergy between agricultared ecological resource areawith
additional consideration for recreational uses

Initial Key Strategies and Mechanisms
Advisors at the Workshop and in other conversations amplified on an initial list of key strategies and
mechanisms needed for projeithplementation. hputincluded:
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1 Engage current landowners in the visity emphasizingootential economic benefits and
benefit of being able to enhance farming operations throughsupportive sustainability
framework

9 Consider public ownership of key amiitural lands so that new farmers can focus limited
resources o n land improvements, infrastructure developmesmd business development;
a2YS a2Nll 2F We¢NHaAGIQ YSOKIYyAay O2dZ R 0SS FaasSaa

1 Hone a strategy for stakeholder conversation and-buyhat is conmunity based, politically
astute, and fosters partnerships

1 Create something that is desirable to be a part of for the farmers, that provides quality of life
value for the local community, and that is branded to increase visibility and viability

1 Consider ptential amenities such as: an agricultuesdvironmental education center;
demonstration and training farm; dedicated agricultural services area (or satellite); agricultural
valueadded enterprises area and food hub; muwitodal, farmfriendly and visito friendly
circulation system; destination farmestaurant

1 Investigate funding opportunities such a®iRCS Conservationnovation grants quiet
partnerships between foundations and landownepsitential for usingtax benefits and other
economic incentives mitigation, water banks, r@d other conservation strategies.

1 Remove current barriers and policies that are creating disincentive for the continuation of
agriculture in the region

T wSaSINDOK O2YLI NrofS Y2RSt a GKI Ggridulitrial&rgal A 2 y I £ £ &

1 Identify opportunities to align pubic benefit with private economic benefit, in effect to
efficiently spend public money with multiple benefits; some illustrative such visionary programs
are around water in other communities

The Phase Twwork plan that follows reflects research to date and all the input from technical advisors.
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PHASETWO WORKPLAN

Phase Twavill build on the Phase One Feasibility Study findewgd engagement of initial partners and

advisors The purpose of Phase Tvim (1) to refine the overall vision and formulate objectives; (2)

evaluate specific conservation mechanisms and financing models that could be employed to support
economically viable agricultural operations irt@nnected with an ecologically valuabksources area;

and (3) to identify potential implementation strategies and options for governance and ongoing
YEYylF3SYSyido tKFHaAS ¢g2 gAft faz2 RSTAYS (KS aaSN
economic and environmental benefits that wouldcage to the surrounding community.

Phase Two Work Plan

The tasks outlined below are a refinement of the tasks outlined in the initial project description for
Phase Two. One primary change is an increased emphasis on the integration of agricultural and
ecological resources within a feasible economic, regulatory, and management framework. Another
refinement is the increased emphasis on process and stakeholder engagement. In Phase One, outreach
primarily entailed gathering data from technical expertsdanthe guidance of an Advisorg@oup.
Following the Phase One positive preliminary determination of feasibility, outreach will shift focus. In
Phase Two, the engagement of a broad set of stakeholders is both a key part of the process and a key
desired outome.

Task 1: Convene Partners Group and Identify the Advisory Committee
This task will convene the Partners and project team to refine the work plan tasks and timeline,
including timing of meetings and communications with the Advisory Group.

1. Complete reiew of Phase One Feasibility Study (previously circulated in draft form)

2. Advise on and meet new members of the project team which will be expanded for Phase Two

3. Decide on members of the Advisory Committee and their roles (will draw from list of technical
advisors engaged in Phase One and will include landowners and other direct stakeholders)

4. Establish an outreach plan for Phase Two, including release of the Phase One report, outreach
to stakeholders, and releases to the media

5. Refine the work plan tasks drtimeline, including scheduling participants for key meetings and
identification of other key dates in the next ten months of particular relevance to the project

Task 2: Research and Assess Models for Formalizing an Agricultural Preservation Area
This research aspect of this task will commence at the start of Phase 2. Determination of a specific
management entity will be made towards the end of Phase 2.

1. Research and evaluate existing models, in the state, country, and abroad, that have relevance
for formation and management of agecological resource areas. Entities could include
Districts, Conservancies, Land Trusts, Agricultural Parks, private cooperatives, and othef types
vehicles and/or designations

2. Determine which type of management entitigs) would best suit the conditions in the Coyote
Valley

3. Determine which specific existing or new entity would be most suitable for undertaking
management of a Coyote Vallagro-ecological resource area

Page 58



Task 3: Formulate Overall Vision with Sustainabilife@ives and Metrics

This task will engage the Advisory Committee to help formulate a vision and objectives for the
agriculture element specifically, for the habitat area specifically, and also for the broader economic,
environmental, and social context;jtiv sections on the following:

1.

w N

© No oA

The core agricultural area and its overlap with the core habitat area

The core habitat and wildlife corridor area and its overlap with the core agricultural area
The Coyote Valley as a whole including agriculture in the wdltor, agriculture in the
surrounding range lands, and other land uses in the valley

Santa Clara County, including economic and social objectives

The Bay Area sustainable communities planning and implementation framework

The Bay Area food shed, inclugliaconomic and social objectives

The natural systems within, adjacent to, and through the valley

Obtain Advisory Group input

Task 4: Develop a Program Document
This task will engage the Advisory Committee to formulate a high level program for the tageicul
element and will include sections on the following:

1.

3.

Engagement of existing landowners and existing farmers in terms of those in support of and
wanting to continue farming in the agmcological resource area, and those not in support
and/or not wanthg to continue as landowners and/or farmers

Suitable types and scales of agriculture operations, infrastructure, suppmites, and adjunct
operations

Engagement of new farmers

Task 5: Develop Infrastructure Support Framework Plan

1.

2.
3.

Natural systems frameork including elements essential for the success of the core habitat and
wildlife corridor area

Circulation network (vehicular, bicycle, pedestrian, equestrian, service access, etc.)
Infrastructure (irrigation system, sewer, water, storm water, utilitiets,)

Task 6: Formulate Agrecological Resource Area Implementation and Management Plan
This task will result in a higlvel plan that includes strategies for each of the following elements:

©No gD R

Formation of or agreement with the management entity deehmost suitable in Task 2

Land Use (guidelines, standards and restrictions of uses)

Capital Investments

Sources of FundsPotential sources of funding for capital improvements

Political and Regulatory Support

Engaging farmers and related business owners

Ownership/ Governance Options

Operations¢ Operating revenues anticipated from farming, food sales, and supporting uses
including potential agrdourism
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Task 7: Evaluate Impacts of Agroological Entity (Land Values, Job Generation, Fiscal and Other
Econanic Impacts)

This task will evaluate the impacts of the agricultural entity (district) concept, including impacts on land
values, job generation, fiscal revenues to the City of San Jose and Santa Clara County, and other
economic and social impacts such @gential tourism, public health benefits, and local food source
enhancements.

The analysis for this task will utilize a real estate economics tool known as a static pro forma, which
calculates the approximate residual land value resulting from an asgdwwet of economic use. This tool

will be used to compare residual land values for the Valley in its current use, compared to prototypical
futures for Coyote Valley in Agricultural Entity uses. The analysis will also include a discussion of land
values br urban development based on current General Plan and zoning designations.

This task will also estimate the direct, indirect, and induced levels of job creation and economic activity
generated by the Ag Entity scenario, as well as the increment dl frewenue anticipated from
enhanced agricultural uses.

Task 8: Prepare Final Report

This task will include preparation of a draft final report and draft final PowerPoint presentation for
review by the Partners Group. The revised final report andeeviinal PowerPoint presentation will

be submitted to the funder, Advisory Committee, and other stakeholders.

Phase Two Work PlaBummary

Phase Two will commence in January and is expected toaeximatelyeight months to complete.

The Project @amwill include consultants with expertise in facilitation, land economics, public finance,
agricultural economics, agricultural business, food systems, natural resources management and
conservation, and land use planninghe work plan will be modifieds necessary to fit budgetary and
timeline constraints.
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Technical Background Reports
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PART A
l. Introduction

The emerging field of ecosystem services and the assessment of theilue is
fundamentally about connecting people to natureTraditional conservation schemes
tend to focus on local factors such as clean air, clean water, and specific habitat or
species protection; their focus is usually on a nehuman element. The theory bhind
conservation of ecosystem services and their related natural capital incorporates
anthropogenic values and relationships for and toward nature, and particularly those
elements of nature that benefit human sustenance and quality of life. Ecosystem
servicesare relevant at the global, regional and local levels.

AT OUOOAT OAOOEAAO AOA AAEET AA AO OATTAEOQOEIT
AAT OUOOAITI 6h AT A OPAAEAO 1 AEET ¢ «Qwathdl OPh 0000,
capital is essentially the praluct of ecosystem services that are valuable to humans,

economically, culturally and intrinsically.

"OO0ET AOO OEAT OEAO AT A 11T AAT O OEI x«“&h&@AO OxEAOD
culturally we understand that we do not protect what we do not value. Incded,

OxEAT AOAO O1I AEAOGEAOG AEIT OA AiiT1¢ Al OAOT AGEOA

Ei Pl EAEOI UQ xEEAE Al OAOT A®IEn@Aeméntderhadt AT AA OT A,
conservation goals and projects inherently function within the broader institutions of

society (government, policy, development, funding structures, etc), the notion is that we

might able to conserve and protect more of the environmerfor our own and future

generations

The ideas and theories behindhe importance of natural capital havegained support in
both scientific and cultural communities. But reasons aside, themeasurement and
valuation of ecosystem services is an emerging practicEhe meansand models of
guantifying ecosystem servicesre currently evolving and in many cases araot
universally agreed upon.

Existing methods of modeling ecosystem services are contedeépendent. They first
evaluate what services are present in a given environment and second assess what
those services are worth. These two steps are crucial to detaming the value of a
service, and particularly the loss or gain in value if that service changes due to
development or conservation alternatives. But as straightforward as the process may
seem, the logistics of modeling services and assigning them value aomplex because
the dynamic characteristics of ecosystems are diverse. Nonetheless, all evolving
methods and models strive to systematically characterize values of ecosystem services
so that the results are transparent, credible and predictablés.

Through such systematic modeling, economic values are applied to ecosystem services

* Daily, Nature@ Services

*Well known concept coined by Dr. Peter Drucker, social ecologist, writer and business managamsettant.
*® Daily, Nature@ ServicegLawrence H. Goulder and Donald Kennedy, in Daily 1997

*® Kareiva,Natural capital.
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and natural capital. This relationship serves as the basis for the rapidly developing
scheme of payments of ecosystem services (PES). Through PES, conservation projects
acrossthe globe are employing the theories behingcosystem services and natural
capital in order to influence business, community and government decision®ES
schemes help psh conservationprojects, and in some casesreaterevenue generating
land use altenatives.

Despite the growing popularity of ecosystem services anldES schemeshowever, many

argue that assigning a dollar value to the benefits humans gain from nature is wrong;

OEAO 1T AOOOA AT A EOO | AEFAOET ¢O tAhBKarOPOEAAT AOO
important point of view, and that there are indeed many services provided by nature

that cannot be best quantified in an economic model. But the argument for valuing

ecosystem services is centered on the notion that we need to do more in ligitthuman

use of natural capitaland that traditional methods of conservation are not achieving

enough toward global conservation efforts. Rigorous PES schemes offer an opportunity

to protect natural capital through social, civic and economic frameworkd.eaders in the

field further argue that efforts to value ecosystem services and natural capital are

complimentary to moral concerns for the intrinsic value of nature, as they broaden our

collective understanding of the roles nature plays in our lives anche reasons for

conservingit74 EAU OEAOT OEAAI T U AOER O) £ xA AAT AAA
wellAAET ¢ O OEA AOcCOi AT OO &I &8 AT T OAOOAOGET T h x

The field of ecosystem service assessment is rapidly gaining momentimacademic
and professional spheresAs moreprojects promote natural capital and utilize PES, the
social understandingand acceptanceof ecosystem services wilgrow. The goafor
valuation of ecosystem serviceso become a strong conservation tool antb be
incorporated in policy and land use decisions at local, regional and global scalssot
far off. Ultimately, this new approachtoward nature conservation is intended to
harmonize conservation and development.

Il. The types of ecosystem services

2 48 &0 S Y abaofindiPes<aiBial to tiliBation, but most modern urban life
OdzNB & { KEalyNWNat&édiSariicsy OS o ¢

©
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There are a number of sources that list various ecosystem services ranging from
atmospheric composition and soil retention to support of divese human cultures and
aesthetic beauty*® The most widely accepted taxonomy of servicedhowever,is based
on the 2005 Millennium Ecosystem Assessment (MEAWhich organizesecosystem
services into four categories; three with direct impacts on humans, ar@he with
indirect or long-term impacts. The four types of ecosystem services are:

1) Provisioning Service@the goods produced or provided by ecosysten)s )
a 101 AAITTAA O%wl OEOITI1 AT OAT "11AO6

“"Ibid.

“*®Ibid. (Daily et d, 2011 in Karevia).

* Daily, Nature@ Services

%% Millennium Ecosystem Assessmengcosystems and Human W4dilking: Synthesis
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b. Such adood, fuel, genetic resources, biochemicals, natural medieis,

pharmaceuticals, ornamental resources, and fresh water
2) Regulating Servicegoenefits from the regulation of ecosystem processes)

a. Such as regulation oéir quality, climate regulation, water regulation,
erosion control, water purification and waste treatment, disease regulation,
pest regulation, pollination,and natural hazard regulation.

3) Cultural Servicegnon-material benefits people obtain from ecosystems)

a. Such asultural diversity, knowledge systems, education values, inspiration,
aesthetic valuessocial relations, sense of place, cultural heritage values, and
recreation and ecotourism

4) Supporting Serviceéservices necessary for the production of athe other ecosystem
services)

a. Such assoil formation, photosynthesis, primary production, nutrientcycling,
water cycling, etc.
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Toillustrate, tEA - %! 80 O4UDPAO 1T £ %AutlitestOGdul prinka OOEAAOS
categories and lenefits within each that come from threesamplelandscapes: forests,
ocears and cultivated/agricultural lands.

Types of Ecosystem Services

Cultivated /
Forests Oceans Agricultural Lands

Environmental Goods * Food * Food » Food

* Fresh water * Fuel

= Fuel » Fiber

= Fiber
Regulating Services = Climate regulation + Climate regulation « Climate regulation

* Flood regulation * Disease regulation = Water purification

« Disease regulation

+ Water puification
Supporting Services = Nutrient cycling * Nutrient cycling + Nutrient cycling

* Soil formation * Primary production * Soil formation
Cultural Services = Aesthetic * Aesthetic = Aesthetic

= Spiritual + Spiritual + Educational

* Educational *» Educational

* Recreational * Recreational

Source: Millennium Ecosystem Assessment 2005 (http://www.millenniumassessment.org)

According to the MEA, human use of all ecosystem services across the globe is growing
rapidly, and half of provisioning services reviewed and nearly 70% of regulating and
cultural services reviewed are being degraded or used unsustainaldi§This is a

profound finding, and helps explain the growing concern for sustaining ecosystem
services at all scales.

The MEA approach implies that ecosystem services have value to people, which in turn
implies that ecosystem services have an economic value that can be inteirad in
economic policy and the market.

M. Payments for Ecosystem Services and the current state of practice

As governments, NGOs, and businesses recognize the imperative to protect biodiversity,

they have begun to adopt market strategies that balance @ogy and economy. The

primary means of compensation for protecting natural capital or ensuring conservation

of ecosystem services is in the form of payments for ecosystem services (PBPES

monetarily compensate for maintaining certain levels of naturatapital.In a

compensatory mitigation scheme, for example, foresters or farmersan be paid for

being good land stewards. Likewisenost PES schemesnable those who degrade

AAT OUOOAI O O1 PAU &£ O OEA AAi AcCA OEAU AAOGOAN

*!bid.
*?bid.
**Madsen et al.g2011 Update: State of Biodiversity Markets.
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Pril A E B*WAhahe right schemes and appropriate incentives, rural land managers
can also act as commodity producersnaking sure that land is sustainably managed to
provide multiple ecosystem benefitss

Three areas currently dominate the existing PES et for ecosystem services. Most
prominent are forest services, which accommodate thepen trading mechanisms of the
various carbon capand-trade markets (nations, and some states including California,
participate in an array of voluntary or mandatory lo@l, national and global markets).
The physical outcome of carbon cagand-trade is conservation and reestablishment of
forests across the world primarily in developing nations).

Second are wetland ecosystem services, which accommodaaws in developed

countries (including the US) requiring mitigation by polluting entities.Closely related to

I DAT OOAAET ch AT i PAT OAOT OU 1T EOECAOEIT OA
water and biodiversity services that are lost due to external activities or processe

Third are the mirage of PES schemes that accommodatiner biodiversity conservation,
which generally take formasland purchases, species and habitat conservation,
voluntary payments (i.e. park fees, tourism), certifications (i.e. certified forest mducts,
fair-trade, organic food), and tradable development rights (TDRsamong others56 The
US Farm Bill conservation programs fall into this category.

Just as there is disagreement over whether or not we should assign monetary values to
natural capital, there is also disagreement over the mechanisms and schemes we use to
do so. There are opponents tocap-and-trade and toconservation and mitigation

T EE

banking. The latterAAT EAOA OEAO OAOGAT OEA AARAOO 1 AT AGAA

supply the range of sevices provided by the ecosystems whose destruction they are

i AAT O O¥ Enviramaénalss and economists agree thatitere is much to be
sorted out regarding the ethical and functional basis of PES. In the meantime, projects
spearheading the field a seeing success, ecologically and economically light of the
biodiversity conflict between conservation versus development, mny promote the use
I £ AT 1T OAOO AS & ledst, @nAid $olktor

The Ecosystem Marketplace

The leading resourcdor current status on various biodiversity, carbon and water
markets that most PES are based upon is the Ecosystem Marketplace, a-porfit

project of Forest Trends, an international collaborative organization focused on
developing the implementation of PES8 (www.ecosystemmarketplace.conp

:: McNeely,dPayments for Ecosystem Services: An International Perspectige.
Ibid.

%% carroll and JenkinsPayments for Ecosystem Services: Market Profffesr
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the group Forest Trends and the Eosystem Marketplace.

> McNeely,cPayments for Ecosystem Services: An International Perspectige.

%8 For this report, specific PES schemes are sourced from reports and data made available by the

Ecosystem Marketplace as of September 1, 2011.)

e most upto-date analysis of
]
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http://www.ecosystemmarketplace.com/

Carbon (CQ,) Cap-and-Trade

Carbon capand-trade programs are taking root globally and locally. In all programs,

offsets generally function through payment made by a chon emitter to someone else

who either reduces his or her own emissions or increases the capture of &@at would

I OEAOXxEOA AA Ai EOOAA ET O OEA AOi T OPEAOAS8 4E.
allowance of industry or polluter specific emissions. Many hig polluting industries, for

example, include individuals with better or worse technologies. The former tend to emit

fewer greenhouse gases (GHG), and the latter more. Thus a factory that is issued the

OAIT A 101 AAO T £ AAOAT T O hpehkiokaly@dits fevier GHGS, 0 Al | D
is able to sell their unused credits for profit. This scheme incentivizes industries to

improve and invest in cleaner technologies over time, particularly as the cap is reduced.

Similarly, carbon sequestration creditsare @AET AAT A O1 AOUAOO OAAEET ¢
right to pollute, so to say.

The California Capand-Trade Program is expected to begin regulation on January 1,

cnpgch xEOE OAI OAOAA A1 OGEOGEAOGS 110 EAOEIC Al E
timeframe honors Ca E &£l OT EA6 O DOIT COAI AGanbttade £FEO0OO AAT
program in the United States. The program will be regulated by approved offset

protocols maintained and updated by the Climate Action Reserve (CAR) and will

incorporate programs across the westerrJS and Canada to encourage regional CO2

emission reductions and sequestration opportunitie$® This collaboration, through the

Western Climate Initiative, essentially brings the benefit of more buyers and more

sellers.

(@}
(@}
~
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effectively functional, in a voluntary capacity. Despite the lag in legislation making it
mandatory, the carbon market is currently strong, and encourages continued growth.

Compensatory Mitigation

In their 2011 Update to the State of Biodiversity Report, the Ecosystem Marketplace
identified 45 existing compensatory mitigation programs around the world, with 27
more in development. These range from mitigation credit banking to offset schemes to
development impact fees. Within each active program, there are many individual offset
sites, including more than 1,100 mitigation banks worldwide. The conservation impact
of these programs is estimated to include at least 462,000 acres of land protected or
managedper year 50

Fifteen active programs exist currently in North America. The most popular program

seems to be in conservation banking, evidenced by the fact that many wetland and

stream banks are soldout. California has a total of 82 active and soldut banks, making

it the leading state in regard to conservation banking participation. The California

$APAOOI AT O T &£ &EOE AT A ' A A js$&' qQ AAEET AO A
DOEOAOGAT U 1T 0 POATEAT U T xTAA 1T AT A Iiydp&rCAA £ O
OET A@AEAT CA £ O PAOI AT AT 61 U POT OAAOET ¢ OEA
habitat credits to developers who need to satisfy legal requirements for compensating

% Callifornia Air Resources BoardiCompliance Offset Protocol for Forest Projects.
® Madsen et al.g2011 Update: State of Biodiversity Markets.
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In California, consewation banks typically protect threatened and endangered species
habitat, while mitigation banks are specifically for wetland restoration, creation and
enhancement intended to compensate for wetland losses due to development or
business operations elsewhee.

I AAT OAET ¢ O OEA #AIl EAI Ol EA $&' 80 xAAOEOAR O
compensatory mitigation banks in the counties comprising the Bay Delta Region; Santa
Clara County has zero.

Ecosystem services in Coyote Valley

This section outlinesa number of ecosystem services, their valuation, and associated
payment scheme relevant to Coyote Valley, in no particular order. Further research is
necessary to determine (1) to what degree each service is provided at the Coyote Valley
site; (2) if provided, to what degree a PES is feasible; and (3) if this list is exhaustive.

This list of ecosystem services is based on general and specific knowledge of the Coyote
Valley site and its surrounding context. The literature and research regarding each of
the following services is diverse yet much of it is directly applicable to specific locations.
As noted in the introduction, the valuation of ecosystem services is contegependent.
Therefore, any service or payment scheme described below may or may not ditlgc
apply to the services offered at Coyote Valley due to difference in scale, scope and
targeted market demand. The intent of this section is to give a sense of what external
possibilities may exist in an alternative development scheme for the area. Effer
outlined in Phase Il of this feasibility study would better determine the specific
opportunities of each ecosystem service in Coyote Valley, and how they may
compliment other potential alternative uses at the site.

The following information is included for each: (a) type of ecosystem service; (b)
description of the service and its importance ecologically and socially; (c) theories
and/or methods of valuation; and (d) existing payment for ecosystem services (PES)
scheme and scope.

Following is a synthesis of these findings that highlights those services and PES schemes
that may be most applicable to Coyote Valley.

a. Food production/agriculture
i. Provisioning service

ii. The correlation between ecosystem services, payments for ecosystem
services and food prodation are in-depth and fairly well studied by
scientists, government agencies like the FAO, and by humeghts NGOs
such as the UN. In the majority of studies, the argument for protecting

®! ¢California Department of Fish and Gamé.
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b. Soil

ecosystem services related to agriculture is made under the interesfor
poverty and global food security. Accordingly, food production in itself can

be considered a provisioning ecosystem service. This is most evident in poor
communities or regions where people literally rely on natural capital for
survival and the impartance of such correlations is just. Nonetheless, the
science behind agriculture and its services can be applied to any site,
regardless of socieeconomic concerns.

In this light, there are a suite of ecosystem services gained through
sustainable agricuture, as opposed to industrial agriculture. Remembering
that diversity is the key to healthy ecosystems and the provision of their
services, one understands that largscale monoculture agriculture systems
do not contribute to or offer the quantity or quaity of ecosystem services
that small-scale diversified farming can. Organic, integrated and small scale
agriculture that honors diversity in crops and therefore regenerates soil,
manages water consumption, utilizes natural pest control rather than
pesticides is that which fosters a healthy ecosystem and therefore
contributes to services.

It must be acknowledged, however, that at the global scale agriculture is
most often the reason for loss of ecosystem services. Government offered
incentives in Africa forfarmers to cut down forest in order to cultivate food

is just one of many examples. There and elsewhere, the change in land cover
from forest or natural landscape to agriculture is a major concern with

regard to ecosystem services such as soil erosion afidod control. The

Food and Agriculture Organization of the US (FAQO) accepts this concern in
their 2011 report titted Payments for Ecosystem Services and Food Security

AU TTOET ch OEO EO AOEAAT O OEAO AGCOEA

anthropogenic actvities influencing the preservation or the disruption of
AAT OUOOAI2 OAOOEAAODOS8DG

The current method of valuation and for payment in agricultural related
services are through purchasing power and certification schemes that
expose consumer preference and angrocurement driven. The 2008 market
for organic foods and other certified agricultural products was estimated at
over $26 billion in annual global sales and had a projected growth rate of
30% annually83 Such payments represent a profound resource for
contributing to well managed agricultural practices. The FAO predicts that a
new generation of agriculturerelated PES could see a combination of
certification schemes and communitybased incentives4 This would realize
a market where economic, ecological ansbcial dimensions are fully
integrated.

%2 FFood and Agriculture Organization of the United States (FAQJPayments for Ecosgtem Services and
Food Security¢ 5.
% carroll and JenkinsPayments for Ecosystem Services: Market Profiles

% Food andAgriculture Organization of the United States (FAO¥Payments for Ecosystem Services and Food

Security £
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i. Supporting service (nutrient cycling)

i. $AOPEOA AAET C AT iTi1TT1U ETTx1T OEiIiDPIU AO
dynamic ecosystem that sustains physical processes and chemical
transformations that are critical to human life. In these processes, organisms
in the soil regulate the levels of certain greenhouse gases: £/0OH, and NO.
Soil also fosters the entire terrestrial food chain, and plays a critical role in
aqguatic systemss The specific ecosystem geices supplied by soil includess

Buffering and moderation of the hydrological cycle

Physical support of plants

Retention and delivery of nutrients to plants

Disposal of wastes and dead organic matter

Renewal of sail fertility

Regulation of major element cycles

Sequestration of carbon (CQ).

NoorwWNE

iii. Intheory the total value of solil is infinite because it includes the total value
of human society and millions of other species. Buealistically, very few
PES schemes exist that directly associate a service with sdthose most
applicable include carbon sequestration (explained in greater detail below)
and potential US Farm Bill conservation programs.

iv. Farm Bill conservation programs function through government payments
and grants to private landowners, tribes, statesand nonprofit organizations
for the protection, restoration and enhancement of various ecosystem types.
Payments to farmers to conserve soil and maintain farmland productivity
date to the 1930s27 Current farm bill provisions typically are for time
periods between 5 and 30 years. They fall into four categories: (1) education
and technical assistance; (2) financial incentives for natural resource
conservation objectives, including permanent easement establishment; (3)
conservation support to reduce soil erosin, protect wetlands, improve
water quality, etc.; and (4) support for meeting regulatory requirements for
air and water quality, species protection, and wetland protectiofié While
many of these definitions seem applicable to Coyote Valley, the fact istha
the majority of farm bill payments are allotted to farmers who participate in
OEA #1711 OAOOAOQEIT 2A0i OOAA 001 COAI h AT A |
A A b DW8odId be very competitive to solicit PES under this scheme.

c. Carbon sequestration and stora ge
i. Supporting service (carbon cycling)

ii. Forests, grasslands, and other ecosystems remove carbon dioxide from the
atmosphere through the storage of Cthe most common greenhouse gas,

% Daily, Nature@ Services
*®bid.
%" Scarlett and BoydEcosystem Services: Quantification, Policy Applications, and Current Federal Capabilities
68 [1.:
Ibid.
% |bid.
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as part of the process of photosynthesis. Old growth forests are the ntos
DOl AOAOEOA AAOATT OOET EO8G

iii. Carbon sequestration is the most widespread, and certainly most publically
known, of the marketed ecosystem services. This is likely due to the ongoing
and politically contentious climate change and global warming debates.
From the economic point of view, cafand-trade has been effectively
mitigating sulfur dioxide (SQ) since the 1980s, under the Clean Air Act.
While national carbon capand-trade has not yet been legislated, the State of
California is on target to initiate the first US economywide program in the
US in 2012. Measured by the ton, Gmits are stipulated by industry, and
offsets are traded or purchased to encourage emission reduction and
sequestration of CO2. Essentially two entities are able to sell offsets:
industry individuals granted offsets that they do not use, and approved
offset projects that typically undergo third-party verification and
management.

iv. The strength of the carbon market has drawn the attention of science and
many emerging technologiesi(e. cement sequestration) are currently being
developed. The scale of sequestration possible by such technologies is,
however, small compared to that offered by healthy forest ecosystems. Thus,
the natural PES schemes around carbon remain strong. CO2 efésare
available for purchase today, under voluntary schemes. The global market
potential of voluntary carbon offsets is estimated to be between $10 million
and 5 billion dollars per year by 20207 The addition of the compliant
carbon market nearly doubles this estimate annually.

d. Watershed/Hydrologic Ecosystem Services
i. Provisioning, Regulating, Cultural and Supporting, depending on specific
conditions

ii. Hydrologic ecosystem services range from the supply of household water
use to the mitigation of flood camages. Freshwater services are typically
organized into five categories!

1. Improvement of extractive water supply

2. Improvement of in-stream water supply

3. Water damage mitigation

4. Provision of water related cultural services

5. Water-associated supporting servies
In general, water supply is a provisioning service in that it is extractive.
Municipal, agricultural, industrial, and energy uses all extract water for
things like drinking water, recreation, transportation, fish production, and
power generation among o¢hers. The water-related support services of
terrestrial ecosystems are equally as broad, and fundamentally include the

" carroll and JenkinsPayments for Ecosystem Services: Market Profiles
" Brauman et al.,dThe Nature and Value of Ecosystem Services: An Overview Highlighting Hydrologic
Servicest
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provision of water for plant growth and to create habitats for aquatic
organisms.

iii. Means of valuing watershed services are vast and reje demonstrable
scientific evidence to link land uses to water qualityTangibly, each
hydrologic service is defined and measured by quantity, quality, location and
flow.72 In order to establish viability for marketing watershed services,
monetary values ae assigned to the services marketed. For example, one
might estimate the avoided cost of providing clean, reliable water sources
using reservoirs and filtration plants. Similarly, in a natural watershed or
creek restoration situation, monetary value can b established by
demonstrating avoided costs, from flood risk or damage, for example. As the
water market becomes more robust, valuation methods also are improving.
At any valuation, PES schemes for watershed services must be traded on a
watershed or subwatershed level, which effectively limits the size and
scope of potential markets.

iv. Accordingly, the Santa Clara Valley Water District has an Ecological
Monitoring and Assessment Program (EMAP) Framework that will result in
a multi-year monitoring and stream assessment program for primary
interests in Santa Clara County. In 2011, the Coyote Creek watershed was
assessed under the EMAP Framework. It determined that approximately
70% of the watershed has medium scores for current stream ecological
conditions, indicating that ecosystem services offered by the watershed as a
whole are also midlevel.”3 These results provide an understanding of how
well ecological resources are functioning in comparison to established
benchmarks. The Santa Clara County Water Distrit©iowever, has not yet
established watershedscale levels of service (LOS) benchmarks, which will
be a necessary step if specific ecosystem service index (ESI) are to be
calculated and applied to project sites scoring high enough to warrant
protection.” A separate report, the Coyote Creek Watershed Historical
Ecology Study (also prepared for the Santa Clara Valley Water District)
foreshadows the potential for restoration of watershed functions, natural
flood protection and integrated water management in Cyote Valley, and
throughout the entire watershed”s

Eventually more regional watersheds will be assessed under the EMAP

framework with the hope that regional information will avoid piecemeal

Ol AAOOOAT AET ¢ 1T &£/ OEA AT O1 OUB GhisOOOAAT AA]
program does not in itself estimate or assess ecosystem services or their

values, the fact that it is being applied at the watershed rather than the

individual project level is an important planning tool for establishing

benchmarks from which valuescould later be assessed using those methods

72 (i
Ibid.
" Santa Clara Valley Water Disct, Stream Ecosystem Condition Profile: Coyote Creek Watershed
74 \1a:
Ibid, 8.
® Grossinger et al.Coyote Creek Watershed Historical Ecology Study: Historical Condition, Landscape Change,
and Restoration Potential in the Eastern Santa Clara Valley, Caiitn
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required by any sought PES scheme.

e. Wildlife Corridors
i. None; possiblySupporting

ii. Nowhere in the literature are wildlife corridors specifically called out as a
direct ecosystem service. In our research, howevalt,is evident that any
particular wildlife corridor may accommodate a multitude of other
ecosystem services, in any of the four types. The specific services or PES
applicable to a given wildlife or habitat corridor would depend upon the
quality or type of land cover, soil, vegetation, or cultivation in place;
essentially, the quality and kind of biodiversity supported. To that end, the
connection between habitat corridors and biodiversity has been researched
extensively in academia and science. Conservatists often identify habitat
conservation networks that maximize habitat or species persistence in order
to protect what remains of declining biodiversity.7¢ In the public realm,
through the establishment of the Western Wildlife Habitat Council, the
Western' T OAOT T 006 ! OOT AEAOGET T OAAT Cl EUAA
corridors provide ecosystem services that range from enhancing water
guality to creating recreational opportunities to ensuring the pollination of
A Ol P10 &Wer circumstances, a habitat coiidor might serve doubly for
carbon sequestration.

ii. In-depth research is necessary to determine applicable PES schemes for the
existing wildlife corridors around and throughout Coyote Valley. First,
corridors need to be identified. Supporting evidence of gxific species
dependency should be documented, and habitat criteria for that species
would need to be categorized. A land assessment of such criteria wotiten
need to be pair with the criteria necessary for any other ecosystem service.
Any PES associatewith the wildlife corridor would likely be attached to
another ecosystem service made available by the existence of the corridor in
the Coyote Valley location. Likewise, the magnitude of any PES would either
depend upon one of two conditions: (1) specifi species, their status as
endangered or threatened, and any evident public affinity, locally or
nationally; and/or (2) any supporting or provisioning ecosystem service
made possible by the existence of the corridor, such as carbon sequestration,
food cultivation, plant pollination, or wetland mitigation. Any of these
associated services are highly species dependent and habitat specific.

iv. The most likely PES related to wildlife/habitat corridors would be either in
the form of compensatory mitigation (govenment PES), conservation
easement, US Farm Bill conservation program, or as philanthropic
donations. In each of these schemes, the common metric for valuation is area
and quality of habitat protected or restored, or species conserved.

f. Pollination

®Nelson et al.gTerrestrial biodiversity. ¢
"Western Governor€Association,dWestern Wildlife Habitat Council Established:.
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i. Supporting service (nutrient distribution)

ii. Beyond the obvious act of distributing the pollen of many plant species,
pollinators (bats, bees, beetles, birds and butterflies, and thousands of other
insect species) collect foodstuffs and redistribute nutrients throgh their
nitrogen-rich waste. Pollination is important from a global perspective
because it ensures biodiversity. Without the services of pollinators occurring
at the local and regional scales, global biodiversity will decrease. Regionally
and locally, this is especially relevant in urban areas where the percentage of
land cover with diverse plant species that support populations of productive
pollinators is low.

iii. In general, there are two types of valuations for the benefits humans gain
from pollinators, economic values and noneconomic values. The former is
most often estimated through assessment of market rates for crops that rely
on pollination, like coffee.This relies on factors of supply and demand, and is
therefore more of a socieeconomic valuation han an ecological one.
Noneconomic values, which include the timdonored evolution of plant
species and generation of biodiversity at both global and local scales, are
much more difficult to quantify and monetize’® Nonetheless, the value of
native pollinators to the 2010 agricultural economy of the US was estimated
to be in the order of at least US$4.1 billion per yea?.

iv. PES schemes for pollination can come in a variety of packages. Most
common arethe certification of agricultural products, but habitat
conservation and biodiversity schemes are relevant as well, particularly
given the popularity of the honey bee issue and native pollinator species. In
either case of habitat conservation or product certification, the duration of a
PES scheme would dependnothe specifics of quantity, quality and demand
for a specific pollination service.

PARTC

Synthesis of Findings

Despite the growing popularity of ecosystem services and the market development of payments for
ecosystem services, there are currently few guortunities to earn such payments outside of carbon
sequestration, compensatory mitigation, and voluntary biodiversity payment scheme®.At Coyote
Valley specifically, the most feasible PES schemes for the short term (assuming no drastic land use
changes)include, in no particular order:

(a) the establishment of one or more compensatory mitigation bank(s);

(b) the establishment of an approved offset project, likely through the Climate Action Registry to
enable future compliance with the California Caqand-Trade Program; and/or

(c) the bundled benefits from land conservation and certified product payments. These include but
are not limited to agricultural related certifications, park fees, tax policies, and voluntary private
PES.

The multitude of these sbemes fall under the PES categories of Compliant Biodiversity Offsets,

® Daily, Nature@ Serviceg. 145.
" McNeely,dPayments for Ecosystem Services: An International Perspectige.
% carroll and JenkinsPayments for Ecosystem Services: Market Profiles
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Voluntary Biodiversity Offsets, GovernmeniMediated Biodiversity Payments, Voluntary Watershed
Management Payments, Recreation, Land Conservation, Gam-Trade Compliance, and Certifig
Agricultural Products.

In most cases, any significant PES scheme will require permitting, classification and continued
management of ecosystem services. These options have good potential for success given the current
conditions of the Coyote Creek Wateshed and the demand for offsets regionally in the Bay Area at
large.
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