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1. Introduction

This prospectus provides a summary of the Pilot In-lieu-fee Mitigation (ILF) Program for the
pilot areas in the Puget Sound. The pilot areas include select watersheds of Pierce and Thurston
Counties that drain into Puget Sound. The Puget Sound Partnership proposes to first gain
approval of its Pilot ILF Program in Pierce County. Once the program is established and
operating, Thurston County will be incorporated through an amendment to the program.

This ILF program intends to mitigate for impacts to aquatic and other resources. However, the
pilot ILF program will focus primarily on wetlands. The Puget Sound Partnership is proposing
the ILF Program as a near-term action item (D.4.6) as part of the Puget Sound Action Agenda, a
blueprint for cleaning up the Sound by 2020.

The following prospectus outlines the circumstances and manner in which the Pilot ILF
Program will serve to satisfy compensatory mitigation requirements of federal, state, and local
regulatory programs in select watersheds of Pierce County.

2. Need for Program

Studies of compensatory wetland mitigation in Washington State and across the country
generally demonstrate that less than 50 percent of mitigation sites are successful ecologically
or in achieving their performance standards and intended goals. Furthermore, they fail to
effectively replace lost or damaged resources, habitats, and functions. These studies identify
several common flaws, including inappropriate site selection, project design without a
landscape or watershed context, poor planning and implementation of projects, lack of
oversight, maintenance, and follow-through, and insufficient long-term management and
monitoring. In addition, most mitigation projects implemented by permittees are small, less
than one acre in size. The environmental benefits of these “postage stamp” projects, even when
successful, are often limited in scope.

Federal regulations have identified in-lieu fee programs as one potential option to correct some
of the shortcomings in existing mitigation techniques. In-lieu fee programs consolidate
compensatory mitigation projects and resources to target more ecologically significant
functions, provide financial planning, provide scientific expertise, reduce temporal loss of
function, and reduce uncertainty about project success.

The population of the Puget Sound region is expected to grow substantially in coming years.
The resulting development activity associated with this growth will require more effective
mitigation. Improving mitigation success rates will help achieve regional restoration goals.
The Puget Sound Partnership’s Action Agenda describes the need to improve the quality of
Puget Sound and supports the creation of an in-lieu-fee program for Puget Sound.

All the Puget Sound counties are experiencing considerable growth and development. This
either results in the direct loss of resource acreage and function, or it indirectly impairs
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processes and function due to urbanization and increases in impervious surfaces. The effects of
expanding imperviousness include: increased flooding, erosion, elevated water temperatures,
high nutrient loads and turbidity, and low dissolved oxygen. All of which adversely affect fish
and wildlife habitat. Restoration efforts in key locations could provide significant
improvements to hydrologic processes as well as benefits to water quality.

Though development pressures are affecting resource functions throughout the Puget Sound
region, the Partnership aims to provide alternatives to permittee-responsible mitigation where
currently no alternatives exist. King County has proposed its own in-lieu-fee mitigation
program, which is serving as a model in many respects for this program. Snohomish and Skagit
Counties both contain certified mitigation banks. Whatcom County is interested in this in-lieu
fee program and may join in the future through submittal of a separate Compensation Planning
Framework to the IRT. Tribal support for the in-lieu fee program is currently lacking in Kitsap
County.

Of the remaining Puget Sound counties, Pierce and Thurston are experiencing the largest gain
in population growth. For the twelve-month period from January through December 2009
Pierce County Planning and Land Services issued 179 new commercial building permits and
770 new single-family-residence building permits. Population in Pierce County is expected to
increase by nearly 100,000 by the year 2022. In the three-year period from 2006 through 2008
Thurston County issued an average of 940 permits per year for single family and mobile home
residences and received and average of 325 applications per year for commercial development.
In the next 25 years, an additional 150,000 people and 63,000 jobs are expected in Thurston
County. The Partnership, therefore, selected Pierce and Thurston Counties as the pilot areas for
its Pilot ILF Program.

3. Objectives

A. Provide high quality mitigation for unavoidable impacts to aquatic resources at
development sites.

B. Develop an ecologically-based site selection process to identify the most appropriate
mitigation options that result in greater ecological benefit to a sub-basin, basin, or
watershed than could be achieved through permitee-responsible mitigation.

C. Utilize scale efficiencies by combining the impacts from individual smaller projects
within a service area into mitigation at larger sites.

D. More efficiently meet regulatory requirements by streamlining the compensatory
mitigation process.

E. Select the best mitigation receiving sites for the program through a rigorous analysis by

a group of professional resource managers and local experts, drawing from personal
knowledge and best available science and analyses for a particular basin or watershed.
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F. Develop a self-sustaining program to complete mitigation projects and address “no net
loss” of functions on a watershed scale.

G. Provide an alternative to permittee-responsible mitigation where currently no
alternative exists.

H. Provide an effective and transparent accounting structure for collecting in-lieu fees,
disbursing project funds, and compliance reporting.

[. Workin an efficient and transparent manner with the Interagency Review Team to
implement mitigation projects and enact amendments to the program Instrument.

J. Provide a functionally viable option to mitigate for small unavoidable impacts that
currently may be falling through the cracks.

4. Program Establishment and Operation

4.1 Overview

The Puget Sound Partnership In-lieu-fee (ILF) Program will serve as one of many options
available to permit applicants and permitting agencies to provide mitigation for unavoidable
impacts to resources. Under the program, public and private applicants for environmental
permits may be allowed to pay into a restoration fund instead of performing permittee-
responsible or “their own” mitigation for unavoidable environmental impacts from their
development actions. The amount of the payment will be based on the extent and severity of
environmental impacts. Payment will be required before permitted impacts can occur.

Payments into the ILF fund will be used to implement high-priority restoration projects
providing environmental improvement within the watershed where the impacts occur.
Restoration projects will be selected based on an analysis of their ability to mitigate for impacts
and provide significant and broad ecological benefits. Some projects will be initiated in
advance of payment to reduce the time lag between the site development action and the
completion of compensatory restoration.

The ILF program will be operated to ensure that unavoidable impacts are fully addressed and
ecological benefits are maximized. Current federal, state, and local regulatory requirements to
avoid and minimize impacts before allowing compensation remain unchanged. Restoration
sites will be designed and constructed to the highest standards and managed in perpetuity for
their environmental values. Every dollar deposited into the fund will be tracked to ensure that
the appropriate actions are funded. The performance of the program will be monitored and
reported. Any deficiencies will be corrected or adaptively managed.

4.2 Program Scope
This prospectus addresses the Pierce County pilot area within the Puget Sound (Figure 1). The
Partnership plans to have its pilot ILF program approved and operating in Pierce County before
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incorporating the second pilot area, Thurston County. However, the ultimate goal of the
Partnership’s ILF program is to include all the watersheds draining into Puget Sound. The
Partnership will add other interested counties or watersheds to the program through an
amendment to the ILF program instrument. The amendment would include a compensation
planning framework specific to the joining county or watershed. Any amendments to the ILF
program will need approval from federal and state agencies, as well as local, and tribal entities
within the proposed service areas.
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