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November 8, 2004
Col. Charles R. Alexander, Jr. Commander
U.S. Army Corps of Engineers, Wilmington District
Post Office Box 1890
Wilmington, NC 29402-1890
Attention: David Franklin
Re: Memorandum of Agreement (MOA) Quarterly Report

Dear Colonel Alexander:

The Ecosystem Enhancement Program (EEP) is pleased to submit the first Quarterly Report of North

it

Carolina Fiscal Year 2004-2005 to the Wilmington District of the U. S. Army Corps of Engineers. The
materials presented within provide information as required under Section VII, Part B of the Memorandum

of Agreement among the United States Army Corps of Engineers, Wilmington District and the North
Carolina Department of Transportation (NCDOT) and the North Carolina Department of Environment

and Natural Resources (NCDENR), signed into effect on July 22, 2003.

This Quarterly Report addresses the quarter beginning July 1 and ending September 30, 2004. We
remain open to additional format changes that would assist the Program Assessment and Consistency

Group in accomplishing their oversight role.

EEP Progress Report through September 30, 2004

Restoration Initiative: In the quarter ending September 30, 2004, EEP initiated design contracts
under its on-call program of approximately $3,000,000.00. These projects will restore 70,000
feet of stream and 25 acres of wetlands. EEP also contracted out $35,000,000.00 for full-

delivery projects restoring 118,000 feet of stream, 625 acres of wetlands and 75 acres of buffer.

Preservation Initiative: EEP staff continues to obtain high-quality preservation sites. Through
September 30, 2004, $39.5 million had been spent by EEP for protection of high-quality

preservation sites. EEP, alone or in partnership with other agencies or private donors, has

purchased 24,000 acres of property since the transition began. These transactions protected 96

miles of stream and 4,900 acres of wetland. Another $36.7 million has been allocated for the
protection of 59 additional sites throughout the state. The program continues to focus on

preservation of ecologically significant areas that protect water quality, contribute to
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Col. Charles R. Alexander, Jr. Commander
November 8, 2004
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conservation corridors, contain rare aquatic species, or are areas that have been identified in a
watershed protection plan by governmental agencies. Much of the protected land will be
accessible to the public for compatible recreational uses.

Watershed Planning for Projected Impacts: EEP staff has continued to refine which parts of the state
should be the focus of detailed planning efforts. The decisions made during this quarter have let
to the issuance of requests for services for watershed assessment services in six different river
basins across the state. These initiatives will position EEP to provide watershed-based
mitigation for upcoming NCDOT road projects.

Staffing: The EEP continues to increase staff with 42 staff members dedicated to the program as of
September 30, 2004. The NCDOT continues to support the effort as we continue to take on additional
responsibility for off-site mitigation. The EEP will continue the hiring process through the next quarter.

Progress toward process improvement: The first edition of our Policy Process and Procedures Manual is
complete in hard copy. The web-based version is expected to go on-line by the end of November.
Progress on the information management system/database is continuing. EEP and RTI have met with the
USACE to iron out final credit account /reporting requirements. RTI is currently compiling the report
tables which will be sent to USACE for review. Once EEP has confirmation from USACE that the report
tables are acceptable, then RTI will be able to complete the final piece of documentation and will enable
us to proceed into programming and testing.

In closing, the Ecosystem Enhancement Program has made significant progress during the last quarter and
is committed to the success of this innovative partnership. We appreciate the leadership provided by your
office and look forward to continuing the development of this national model.

Sincerely,

William D. Gilmore, PE
Transition Manager, Ecosystem Enhancement Program

cc. Dempsey Benton, Chief Deputy Secretary, NCDENR

Roger Sheats, Deputy Secretary for Planning, Environment and Local Governmental Affairs,
NCDOT
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This quarterly report is intended to satisfy reporting
requirements of the Memorandum of Agreement entered into
by the North Carolina Department of Environment and
Natural Resources (NCDENR), the North Carolina
Department of Transportation (NCDOT), and the United
States Army Corps of Engineers (USACE), Wilmington
District, on July 22, 2003, for providing compensatory
mitigation through the NCDENR Ecosystem Enhancement
Program to offset impacts to waters and wetlands due to
activities authorized by Clean Water Act permits.
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i. Introduction

This report covers the period beginning July 1, 2004 through September 30, 2004. This is the fifth
quarterly report of the Transition Period. The Transition Period allows for conversion from the current
Wetlands Restoration Program (WRP) and NCDOT mitigation operations and methods to Ecosystem
Enhancement Program (EEP) watershed based operations and methods that will provide mitigation prior
to impacts. During transition, the EEP will provide compensatory mitigation at a ratio requiring at least
1:1 restoration. High quality preservation and enhancement may be accepted to supplement the 1:1
restoration requirement. Preservation is provided at the ratio of 10: 1 (for projects that do not have
restoration at the time of permit; restoration for these impacts will be provided at the end of transition
period on July 22, 2005). Complete transition guidelines and requirements are found in Section IX of
the MOA. The transition period will end on July 22, 2005.

ii. Report Structure
This report provides the following information as required in the MOA Section VII, Program Review:

1.

2.
3.

Projected impacts by amount, type, and eight digit Cataloging Unit (CU) based on the seven-year
anticipated impacts.

Mitigation sites acquired by amount, type, and eight-digit CU.

Mitigation projects that are complete and functioning, or otherwise available for use pursuant to
Paragraph VLB, of the MOA, by amount, type, and eight-digit CU and implementation status.
Mitigation projects that were debited by USACE permit Action ID, amount, type, and eight-digit
CU.

Net remaining mitigation by amount, type, and eight-digit CU for each complete and functioning
mitigation project.

The report is organized into three main sections.

Section 1 Remaining Projected Impacts.

Table 1: Remaining Projected Impacts has been renamed and is a change from the previous
reports. The new table originated from the annual seven-year anticipated impacts, but has been
updated to represent current remaining impacts.

Section 2 Mitigation Projects,

This section addresses items numbered 2 and 3 above and is organized in the following manner:

Table 2a: Restoration Site Data as of September 30, 2004

Table 2b: Summary of Gross Ecosystem Enhancement Program Assets. Please note that this
asset listing is now inclusive of all EEP assets: legislated Memorandum of Understanding
(MOU) and as well as the Tri-Party Memorandum of Agreement (MOA) in order to show a more
comprehensive picture of gross EEP assets.

Table 3: Preservation Site Data as of September 30, 2004

Table 4a. Net Restoration and Enhancement Assets Available
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Table 4b. Current Debits to Restoration Sites
Table 5a: Preservation Assets Available This Quarter
Table Sb: Cumulative Preservation Assets

Section 3 Project Accounting — Mitigation Requirements.

This section details the mitigation commitments and requirements that the Ecosystem Enhancement
Program has accepted under the MOA and is organized in the following manner:

Table 6: Ecosystem Enhancement Program MOA Mitigation Requirements and Debits

Table 7: Net Remaining Preservation Mitigation
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SECTION 1: REMAINING PROJECTED IMPACTS

Remaining Projected Impacts based on seven-year anticipated impacts

The following table comprises the updated seven-year impact projections for each river basin and CU
forecasted by NC DOT and provided to EEP in February 2004. This table supersedes Table 1 provided
during the last quarterly report. The data in Table 1 originate from the original Tseven-year impact
forecast submitted by NCDOT to EEP in February. Some of the individual project impact projections
have been updated by more recently collected field data. These revised impacts were submitted by
NCDOT on a project by project basis over the last quarter. Table 1 has also been updated to show only
the remaining forecasted impacts covering the original seven-year projection time period. In other
words, during the course of the first five quarters of the transition period, many of the original forecasted
impacts are no longer forecasts as the NCDOT has formally requested that Ecosystem Enhancement
Program accept mitigation responsibility for specific impacts associated with the transportation projects.
Table 1 shows only those projects where NCDOT has not yet requested mitigation or where the
Ecosystem Enhancement Program has yet not formally accepted mitigation responsibility.

Table 1 begins on the next page.
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