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Mr. Richard L. Toennisson mm

Tennessee Valley Authority Project Name

400 West Summit Hill Drive (WT 8C) Project No.;

Knoxville, TN 37902

SUBJ: EPA Review of TVA DEIS for “Rarity Pointe Commercial Recreation
and Residential Development on Tellico Reservoir”’; Loudon County, TN;
CEQ No. 030125

Dear Mr. Toennisson:

The U.S. Environmental Protection Agency (EPA) has reviewed the referenced
Tennessee Valley Authority (TVA) Draft Environmental Impact Statement (DEIS) in
accordance with the responsibilities under Section 102(2)(C) of the National Environmental
Policy Act (NEPA) and Section 309 of the Clean Air Act. This DEIS considers the conveyance
of TVA public lands to a requesting applicant for residential development in exchange for similar
applicant private lands along the Tellico Reservoir system.

Under the TVA preferred alternative (Alternative E), TVA would accept the proposal of
the applicant (developer; Rarity Communities) with mitigation, and convey some 118 acres of
TV A lands on the Tellico Reservoir for applicant private ownership and residential development
at Rarity Pointe. The developer’s planned residential complex would combine the TVA lands
with its adjacent private lands that together would total some 657 acres. In exchange, TVA
would receive some 256 acres of private lands at Wildcat Rock upstream of Rarity Pointe for
public conservation (conveyance of the mitigation lands would be transferred by the Tellico
Reservoir Development Agency (TRDA), an agency established by the State of Tennessee).

The Rarity Pointe development would involve 1,200 residential units (low-rise and mid-rise
condominiums, cottage-style cabins, duplexes, attached and detached villas, single-family estate
homes, custom home sites, and overnight suites), a regulation-sized 18-hole golf course, a small
Par-3 golf course and a full-scale marina (329 wet slips and 200 dry stack storage spaces).

The planned 1,200 residential units would be developed with or without the TVA land sale

or exchange, although the unit density would be greater without the TVA land conveyance.

In addition to our enclosed Additional Comments on the DEIS, we offer the following

summary comments on the five presented action and no action alternatives for TVA’s
consideration in their development of the Final EIS (FEIS):

Intemnet Address (URL) ¢ hitp://www.epa.gov
Recycled/Recyclable « Printed with Vegetable Oil Based Inks on Recycled Paper (Minimum 30% Postconsumer)
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» Alternatives

* Alternative A (No Action) - Since TV A lands would not be sold or exchanged under
this alternative, Alternative A would have the environmental advantage of maintaining these
lands in the public domain for conservation and recreation. Although the developer’s private
lands at Rarity Pointe would still be developed under the No Action Alternative, maintenance of
the adjacent TVA lands would provide a stabilizing conservation buffer next to that development
and limit the areal extent of the impervious surfaces associated with development. On the other
hand, the 1,200-unit development would be concentrated on less land than if the TVA lands were
annexed as part of the complex (i.e., 374 acres versus 492 acres, assuming 165 acres of the 657
total acres will be left available for the regulation-sized golf course). In either case, however,
development at Rarity Pointe would concentrate additional development on Tellico Reservoir
near the Tellico Dam forebay, which is already experiencing water quality degradation involving
low dissolved oxygen, elevated chlorophyll, stressed benthic assemblages and PCB
bioaccumulation.

From a TVA and the TRDA perspective, the No Action Alternative could be perceived as not
promoting economic development of Tellico Reservoir. However, it should be emphasized that
the developer would develop the private lands at Rarity Pointe with 1,200 residential units (land
clearing has already begun) with or without the TVA land sale, so that only the areal extent of the
residential development would be reduced as opposed to development being prevented.

* Alternative B (Applicant’s Proposal) - The developer’s proposal to purchase and
develop the adjacent TV A lands together with the ongoing development of Rarity Pointe private
lands would provide more land for the development of the 1,200 residential units than if the TVA
lands were not acquired (i.e., lower unit density per acre). This would provide a lower residential
unit density per acre, but would result in a greater extent of impervious surfaces and also remove
the adjacent conservation buffer of the undeveloped TVA lands. This alternative would also
result in secondary impacts associated with public infrastructure systems for sewage, drinking
water, natural gas hook-ups and access (possibly related highway widening in the area has
already begun) for the expected population infill. Alternative B also does not offer mitigation
(no land exchange), and a proposed greenway trail on the TV A lands would no longer be
established (pg. S-6) if TVA lands are sold.

* Alternative C (Partial Land Sale With Mitigation) - Alternative C proposes conveyance
of a portion of the118 acres of TVA lands, ie., 49 acres of primarily back-lying lands with little
shoreline (0.2 miles of the 1.7-mile shoreline: Fig. 2-4). As mitigation, a small land exchange
(60 ac) is offered at Wildcat Rock that would provide shoreline strip acreage for TVA
management. An advantage of this small exchange is that more acreage — and specifically
ecologically valuable-shoreland acreage — would be added in the public domain (60 ac vs. 49 ac)
which otherwise could be used for industrial or commercial development. On the other hand,
such a conveyance would increase the acreage of development at Rarity Pointe and therefore
increase the extent of impervious surfaces and possibly result in the loss of the greenway trail
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(the FEIS should clarify page 18 of DEIS). The exchange of some of the TVA lands under
Alternative C could be perceived as somewhat of a balance between the economic development
and conservation of Tellico Reservoir, although realistically the development at Rarity Pointe is
already occurring on the developer’s private lands with or without a partial or full TVA land
conveyance.

* Alternative D (Small Golf Course and Marina with No Land Sale) - As in the case of
Alternative A, Alternative D would avoid developmental impacts on the TV A lands since they
would not be sold or exchanged. However, the proposed development of the small Par-3 golf
course and full-scale marina would still proceed under this alternative. Such development in
addition to the developer’s ongoing development of private lands at Rarity Pointe could further
exacerbate water quality degradation near the forebay since these facilities would be proximately
located on the north end of the Rarity Pointe complex. Development of the marina would require
the sale of 5 acres of TVA submerged lands (in addition to the 118 acres for the other TVA land
sale or exchange alternatives) and development of both the marina and Par-3 golf course would
require TVA 26(a) permitting.

Some water quality impacts can be expected in the development and operation of the full-scale
marina and small Par-3 golf course. The marina would be equipped with 329 wet slips and 200
dry stack storage spaces and would also offer repair services. As such, the potential exists for
fuel spills, bacterial contamination, nutrient loading, fish toxicity and runoff from the repair
facility (e.g., hull sanding). Similarly, although the DEIS (pg. 72) does not characterize it as
significant, runoff from the golf course could result in reservoir inflows of pesticides and
fertilizers since such chemicals are used extensively on golf course greens and the golf course
will apparently (pg. 66) not have a vegetated buffer strip along its shoreline.

In regard to the sites selected for the marina and small golf course on the northern end of

the Rarity Pointe complex (Fig.2-5), we note that a smaller marina had previously been
constructed and operational at the proposed site until it was recently closed due to low demand.
Although the marina site is somewhat protected from wave action, it is not hydrologically
isolated in a cove or embayment such that good reservoir circulation is possible (the FEIS should
discuss circulation patterns relative to good marina flushing). However, both the marina and golf
course are located on the northern end of the development complex near the Tellico Dam forebay
and could therefore exacerbate water quality degradation. On the other hand, we note that both
facilities are located along shorelines of poor quality (Shoreline Aquatic Habitat Index (SAHI)
rating of poor), so that the good quality shorelines (SAHI rating of good) along the western
shoreline of the private and TV A lands would not be disturbed.

* Alternative E (Applicant’s Proposal with Mitigation: TVA's Preferred Alternative) -
As discussed above, Alternative E would annex and develop the adjacent TV A lands together
with the ongoing development of private lands at Rarity Pointe. This alternative is essentially the
applicant’s proposal (Alternative B) with mitigation. Mitigation involves a substantial land
exchange of 256 acres of similar lands at Wildcat Rock for the 118 acres of TVA lands, and
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mcludes establishment of a greenway trail on the TVA lands.

This alternative would have the advantages of 1) acquisition in the public domain of additional
shoreland acreage under TV A management since the acreage ratio of the exchange is much
greater than 1:1 (256 ac vs.118 ac); 2) favorably changing the allocation of the mitigation lands
from industrial/commercial development to conservation/recreation; 3) the mitigation lands
consist of a valuable vegetated shoreline and an interior forested area similar to the TVA lands;
4) inclusion of the originally planned establishment of a greenway trail; 5) TVA would not
permit or consider private water access along the shoreline of the TVA lands (pg. 102); and 6)
the mitigation lands contain less exotics and dead pines (pine bark beetle) than the TV A lands.
A disadvantage would be that the forests of the TVA lands are more mature than those of the
mitigation lands, although the forests of the mitigation lands have more even-aged trees.

» Summary - The TVA preferred alternative would provide considerable additional

lands in the public domain that would be allocated for conservation/recreation rather than
industrial/commercial use. However, EPA has some environmental concerns with the proposed
development of natural lands, a marina, and a shoreline golf course. These actions would be
proximate to the forebay of the Tellico Dam and could therefore exacerbate the forebay’s
existing water quality degradation. While the number of residential units at Rarity Pointe would
remain the same with or without the conveyance and annexation of the TV A lands, the
maintenance of the TV A lands as natural areas at Rarity Pointe would provide a conservation
buffer next to the ongoing development. This would reduce the extent of the impervious
surfaces and thereby benefit the overall health of the Tellico Reservoir. Although we are aware
of the TVA mandate for economic development of the Tennessee Valley and assistance in this
regard by TRDA, management of reservoir health should also be fully considered in selectively
siting that economic development and minimizing developmental impacts.

Because the developer intends to develop Rarity Pointe with or without annexation of TVA
lands, some development would occur whichever action or no action alternative is selected, so
that some developmental impacts can be expected. We look to TVA, as the manager of the
Tellico Reservoir, to apply best management practices to improve and maintain water quality
within the reservoir system so that the carrying capacity for reservoir development is not
exceeded. Water quality management measures include maintaining sufficient natural shoreline
and back-lying areas by limiting development and infrastructure along shorelands, requiring
shoreline buffer zones, maintaining aquatic littoral zone habitat, controlling water access,
maintaining areas of habitat continuity such as greenways and wildlife corridors, continuing
water quality monitoring (particularly in the impacted forebay), and other guidance measures
outlined in the recent TVA Shoreline Management Initiative (SMI) EIS.

» DEIS Rating - EPA rates this DEIS an “EC-2" (i.e., Environmental Concerns with additional
information requested) due to our overall water quality concerns for the Tellico Reservoir.
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Thank you for the opportunity to provide comments on the DEIS. Should you have
questions regarding our comments, the staff contact for this project is Chris Hoberg who can be
reached directly at 404/562-9619.

Sincerely,

RNV

Heinz J. Mueller, Chief
Office of Environmental Assessment
Environmental Accountability Division

Enclosure - Additional Comments
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ADDITIONAL COMMENTS

» Mitigation Commitments - References to mitigation commitments are made in the DEIS, such
as on page 73. However, Section 4.15 (pg. 100) provides only mitigation measures as opposed
to commitments. The FEIS and ultimately the Record of Decision, should provide clear
commitments. These commitments should also be more specific than the measures listed in
Section 4.15. For example, page 74 indicates that TVA’s SMI EIS criteria for shoreline
management would be applied to the project, although such a commitment is not provided m
Section 4.15 (although we do note that measure #14 indicates that TVA will not consider any
residential access to Tellico Reservoir in the deed for transferring the TV A lands; however, while
water access is addressed in SMI, it is only one aspect of shoreline management addressed).

It also appears that the number listed (#13) for the commitment referenced at the top of page 73
regarding erosion control BMPs is incorrect since the measure listed for #13 on page 102 pertains
to another topic. The FEIS should correct the commitment number.

» Marina Development - EPA recommends that the measures established in the TVA Clean
Marina program be implemented in the construction and operation of the proposed full-scale
marina if an action alternative is selected. These measures should also include avoiding the use
of lumber preserved with arsenic-based chemicals to prevent the leaching of arsenic into the
reservoir from marina decking and pilings. Measures should also address avoiding the use of
styrofoam materials since these often break apart and then become unsightly, difficult to recover,
and slow to biodegrade.

» NEPA

* Preferred Alternative - We appreciate that TVA has identified a preferred alternative
at the DEIS stage as opposed to waiting until the FEIS. The public and agency reviewers are
thereby in better position to evaluate the direction that the federal lead agency prefers at this time.
We also appreciate that the current TVA EIS was generated and tiers from the Tellico Reservoir
EIS, since the TVA preferred alternative would change the land allocations for certain parcels
addressed in that Tellico Reservoir EIS.

* Alternative B - Although informative relative to the applicant’s proposal, Alternative B
is not reasonable in the sense that no mitigation for potential impacts was offered. As a rule, all
action alternatives involve environmental impacts such that the NEPA document should consider
mitigation of those impacts to the extent feasible. Although Alternative E, which is the
applicant’s proposal with mitigation, is also presented in the DEIS, Alternative B by itself is
insufficient for potential implementation. Alternative B should not be implemented without
mitigation.

» Second Homes - Page 1 suggests that some of the residences at Rarity Pointe would be second
homes. To the extent feasible, the FEIS should estimate the percent of the 1,200 units that might
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be second homes since residents in such seasonally inhabited residences could be expected to
generate less pollution at Rarity Pointe due to their seasonal absences, and therefore would
reduce cumulative impacts.

» Units/Acre - The FEIS should discuss the number of units planned per acre. Page 71 suggests
that under the No Action (without TVA lands), and assuming 165 acres for the golf course, there
would be approximately 2.8 units/acre on some 374 acres (i.e., 657 total acres minus 165 golf
course acres minus 118 TVA acres). The expected number of people that would live at Rarity
Pointe should also be estimated. The FEIS should estimate and discuss these figures so that a
sense of development density and population can be predicted.

It is clear that the developer currently plans to construct 1,200 residential units with or without
the conveyance of the TVA lands. It is less clear if the scope of developer’s proposal could
change and if such a change would increase the density of the residential units at Rarity Pointe.
From an environmental perspective, how would development along Tellico Reservoir be
controlled so that the carrying capacity of the Reservoir would not be exceeded and water quality
(especially near the forebay) not be further degraded. The FEIS should discuss what TVA’s role
is in this regard, as well as any local zoning or other relevant measures.

» Land Allocations - The land exchanges offered in Alternatives C and E would require
modifications in the land allocations for the Tellico Reservoir prescribed in the recent (2000)
10-year Tellico Reservoir Land Management Plan (Land Plan) as well as the recent (2000) TVA
Tellico Reservoir Land Management Plan EIS (Tellico EIS). We note that the current EIS tiers
from that Tellico Reservoir EIS to update the allocations pertaining to land parcels 8 and 9 at
Rarity Pointe currently designated for Natural Resource Conservation (Zone 4) or Recreation
(Zone 6). For both Alternatives C and E, the re-allocations due to the exchange would be
environmentally favorable since the mitigation lands would be changed from
industrial/commercial development to conservation/recreation. For Alternative B, however,
where no land exchange is offered, the sale of the TVA lands would result in the loss of 118
acres of lands currently allocated for conservation/recreation.

The potential amendment of the 2000 Tellico Land Plan is less clear. Will this Land Plan also

be modified consistent with the Tellico EIS? Parenthetically, we believe that changing a 10-year
plan after only three years seems unusual and undermines its development process somewhat.
How often can TVA be expected to hear additional applicant requests to modify the Tellico Land
Plan and EIS? On the other hand, we understand that flexibility and adaptive management for
cause is essential to such plans.

» Adjacent Land Use - It would be helpful if the land use and allocation of parcels neighboring
the TVA lands and the developer’s private lands at Rarity Pointe were discussed (e.g., what
are the designations for the areas in white in Figure 1-1?). This would provide a sense of
perspective, i.e., are the TVA lands allocated for conservation and recreation rare in the area or
are they only one of many parcels so-designated by the Tellico Land Plan?
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» Public Opposition - We note that based on the DEIS (pg. S-1 & 7), the majority of the 500
public responses opposed the project as proposed in the TVA Notice of Intent. Page S-1 states
that “[t]he comments focused on opposition to using public lands for private residential and
commercial development and the associated environmental impacts such as the loss of visual and
recreational opportunities and terrestrial habitat that could occur.” Comments were also made
regarding a lack of public infrastructure, perceived lack of economic need for the proposal, that
the proposal should not modify the Tellico Land Plan which allocated the TVA land parcels as
conservation and recreation, that public opinion was being disregarded, and that a precedent
was being set by TVA for future land management decisions. Those commenters that favored
the proposal felt that the area would benefit economically in terms of local taxes, land value
and jobs.
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United States Department of the Interior

OFFICE OF THE SECRETARY
OFFICE OF ENVIRONMENTAL POLICY AND COMPLIANCE
Richard B. Russell Federal Building

75 Spring Street, S.W,
ER 03/300 Atlanta, Georgia 30303

May 9, 2003

Richard L. Toennisson
Tennessee Valley Authority

400 West Summit Hill Drive (WT 8C)
Knoxville, TN 37902

RE:  Draft Environmental Impact Statement Rarity Pointe Commercial Recreation and
Residential Development on Tellico Reservoir

Dear Mr. Toennisson:

The Department of the Interior received the referenced document and have no comments to

provide for your consideration. If you should have any questions concerning this project I can be
reached at 404-331-4524.

Sincerely,

IO ovic

Reonal Enronmental Officer

CC:
FWS, Region 4
OEPC, WASO
RECEIVED
Enwironmental Policy and Planning
MAY 142003
Doc Type:
index Fleid:
Projact Neme:
Project No.:
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EAST TENNESSEE DEVELOPMENT DISTRICT

fype:

Field: ..

leypvien’

April 3, 2003

Mr. Jon M. Loney, Manager
NEPA Administration
Envircnmental Polity and Planning
Tennessee Valley Authority

400 West Summit Hill Drive
Knoxville, TN 37902-1499

Dear Mr. Loney:

SUBJECT: Result of Regional Review
Tennessee Valley Authority - Draft Environmental Impact Statement for the Rarity Pointe
Commercial Recreation and Residential Development on Tellico Reservoir
in Loudon County

The East Tennessee Development District has completed its review of the above mentioned proposal, in
its role as a regional clearinghouse to review state and federally-assisted projects.

ETDD review of this proposal has found no conflicts with the plans or programs of the District or other
agencies in the region. However, ETDD or other reviewing agencies may wish to comment further at a later
time.

We appreciate the opportunity to work with you in coordinating projects in the region.

Sincerely,

TJB/tc

5616 Kingston Pike P.0. Box 19806  Knoxville, TN 37939-2806
PHONE: (865)584-8553  FAX: (865)584-5159
E-MAIL: easttndevd@aol.com
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TENNESSEE HISTORICAL COMMISSION
DEPARTMENT OF ENVIRONMENT AND CONSERVATION
2941 LEBANON ROAD
NASHVILLE, TN 37243-0442
(615) 532-1550

March 28, 2003

Mr. Jon Loney

Tennessee Valley Authority

400 West Summit Hill Drive
Knoxville, Tennessee 37902-1499

RE: TVA, ARCHAEOLOGICAL ASSESSMENT, RARITY POINTE DEV'T/TELLICO RES.,
UNINCORPORATED, LOUDON COUNTY, TN

Dear Mr. Loney:

At your request, our office has reviewed the above-referenced archaeological survey report in
accordance with regulations codified at 36 CFR 800 (Federal Register, December 12, 2000,
77698-77739). Based on the information provided, and in accordance with our previous
correspondence, we find that the project area for the proposed development contains no
archaeological resources eligible for listing in the National Register of Historic Places.

Alternatives C and E include areas in addition to the proposed development area. Our office
concurs with the recommendation that any additional areas to be acquired by TVA and the
Trail Terminal must undergo a phased process of identification and evaluation of historic sites,
in accordance with the extant memorandum of agreement.

This office has no objection to the implementation of this project. If project plans are changed
or archaeological remains are discovered during construction, please contact this office to
determine what further action, if any, will be necessary to comply with Section 106 of the
National Historic Preservation Act.

Your cooperation is appreciated.

Sincerely,

Herbert L. Harper
Executive Director and
Deputy State Historic

Preservation Officer
HLH/jmb

cc. J. Bennett Graham, TVA Cultural Resources

Draft Environmental Impact Statement E-13






