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Private land bank finds saving nature is profitable

Celia Lamb

Staff Writer

New-home construction may be driving Greater Sacramento's economy, but a local company has found its fortune by saving land from development. 

Wildlands Inc., which built the Sacramento region's first government-approved wetlands mitigation bank 10 years ago, has moved into a bigger headquarters in Rocklin and opened new offices in Oakland, San Diego and the Seattle area as it looks for more land to acquire to balance the effect of development. 

Since it was founded in 1991, Wildlands Inc. has accumulated 20,000 acres of vernal pools, marshes, grasslands and other kinds of wildlife habitat in seven counties. 

"It's grown well past my initial vision," said Wildlands founder Steve Morgan. "I didn't envision having 60 people working for us when we first started, that's for sure." 

Wildlands makes money by buying land to create "banks" and selling land-bank credits to developers. State and federal governments often require the credits to balance the damage that development causes to wetlands and endangered species habitat. Credit prices vary from region to region depending on land prices, Morgan said. 

Some of the revenue goes into bonded endowments, held by the state or independent trusts, to support the future management of the land. 

Wildlands also designs, builds and manages wildlife habitat for public and private landowners. It currently manages about 2,000 acres of land on contract, and manages wildlife for groups like the Natomas Basin Conservancy. 

Morgan wouldn't disclose his company's earnings. Annual revenue, he said, is "in the mid-to-low eight figures." 

"(Wildlands) has had good, solid growth in the last 10 years," he said, "both in revenue and earnings." 

In December Wildlands moved its headquarters from Citrus Heights to a bigger, 15,000-square-foot office in Rocklin. The company opened its three satellite offices "to get more of an on-the-ground presence so we can serve both our clients and the regulatory agencies better," said Wildlands vice president Craig Denisoff. 

"We're open for expansion into market areas that are growing and have a need for mitigation to solve their growth-related problems," Morgan said. "The foundation we built at Wildlands is sort of the mothership." 

Not much competition: When Morgan started Wildlands in 1991, he stepped into uncharted terrain. 

"There was a lot of skepticism about the ability to intervene with and recreate nature," he said. "The whole restoration concept was kind of a new thing." 

As the idea caught on, it became clear that mitigation banking sometimes offered advantages over requiring developers to preserve habitat on site. Instead of preserving a large number of isolated, small parcels, mitigation banking set aside large swaths of land and sometimes provided better wildlife habitat. 

The industry matured. Now it even has its own trade group, the National Association of Mitigation Bankers, to lobby for the industry. 

Still, competition in the Sacramento region is scarce. 

"There are a lot of people in the industry, but not a lot up here locally," said Chris Vrame, a founder of Conservation Resources LLC of Sacramento. Conservation Resources owns the Laguna Creek and Arroyo Seco mitigation banks comprising 1,200 acres in southern Sacramento County. 

The local market for mitigation services could be about $25 million over the next 10 years, but it's impossible to quantify, Morgan said. It depends on how quickly land gets developed in the region, which parcels get developed and what requirements public agencies put on those projects. 

In Natomas, for instance, growth agreements call for each new acre of development to be balanced by half an acre of land that stays rural. 

Developers sold 15,253 new houses in Greater Sacramento last year, 460 shy of the record set in 2002. So regional demand for environmental mitigation is likely to continue. 

Wetlands mitigation credits sell for about $30,000 to $125,000, and Morgan said his firm has recently sold some credits in Greater Sacramento at the high end of that price range. Endangered species credits cost from $3,000 to $50,000. 

Doubts about state as money manager: Sometimes farmers or ranchers with a conservation ethic and a desire to make more money off their land decide to go into the business without understanding the risks, said Sherry Teresa, executive director of the nonprofit Center for Natural Lands Management near San Diego. Changing land-use regulations and other unforeseen factors can put mitigation banks out of business. 

"They need to know what the market is," Teresa said. "They need to know what their credits are selling for. They need to know what demand is. Wildlands has been very good at that part of the business, at looking at the demand and providing a supply." 

Wildlands started with a 315-acre wetlands preserve established in Placer County in 1994. Since then the company has built mitigation banks in Sacramento, Yolo, Colusa, Alameda, Contra Costa and San Diego counties. 

The Center for Natural Lands Management owns conservation easements and land from Humboldt County to San Diego County, including easements on 2,057 acres in southern Sacramento and northern San Joaquin counties. 

"I really encourage the entrepreneurial spirit," Teresa said. "Mitigation banking can be capitalism at its best and I think private entities should get involved." 

On the other hand, Teresa said, she has some concerns about the endowments set aside to manage Wildlands properties in the future. Independent trusts hold some of the company's money, and the state holds the rest. 

"The state is not the most fiscally responsible money manager," Teresa said. "These lands are being set aside in perpetuity. That's a very serious responsibility, and the fiscal management is just as important as the biological management." 

Morgan countered that the endowments held by the state are safe because they are kept separate from the state's general fund. Federal and state agencies decide who holds project endowments, he said, and Wildlands has to follow those directions. 

Constantly looking for land: Rising land prices have become something of a challenge for Wildlands, but nonetheless "we are constantly trying to acquire land," Denisoff said. 

When a mitigation bank gets established, state and federal environmental agencies sketch out the bank's service area and decide what kinds of credits it can offer. Sometimes developers can cross county lines if they're in the same watershed or if the habitats are very similar. 

Tina Bartlett, the statewide banking coordinator for the state Department of Fish and Game, said the widest service area she has seen had about a 40-mile radius. The service area might vary for particular types of species and habitats, Bartlett added. 

Generally, the agencies require a mitigation ration of one acre of land preserved for each acre developed, but that can vary. 

Wildlands employs salespeople and cowboys, accountants and biologists. The range of job descriptions has expanded along with the company and its services. 

"If anyone has ever gone to Thunder Valley Casino and seen the herd of cattle grazing behind the casino, that's our herd," Denisoff said. The company has about 300 to 400 head of cattle, and it also leases some of its land to farmers. Grazing cows are used to control invasive weeds, just as tule elk used to nibble at the native grasslands in the Sacramento Valley. 

"Wildlands is really kind of a unique blend," Denisoff said, "of business and biology brought together." 

