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environmental management, inc.

July 31, 2020

The Honorable, Lawrence J. Hogan, Jr.
Governor of Maryland

100 State Circle

Annapolis, Maryland, 21401

RE: Addressing Conowingo Reservoir Challenges and Achieving Maryland’s Water Quality Goals

Dear Governor Hogan,

Restoration Systems (RS) and Northgate Environmental Management (Northgate) have
followed your significant efforts to restore the Chesapeake Bay Estuary with great interest. The
Northgate-RS team (the “Team,” now formalized as Conowingo Systems, LLC) has carefully
considered realistic options in mitigating the significant regional water quality impact from the
Conowingo Dam (the Dam). Led by our two CEOs, George Howard with RS and Deni Chambers
with Northgate, our firms have joined forces to offer our assistance with long-term solutions to
address the nutrient and sediment reduction challenges.

In this letter we frame the need for these solutions, provide background on our experience and
roles, suggest an approach to address the challenges, and identify a set of specific near-term
actions. With your leadership as Chairman of the Chesapeake Executive Council, these actions
could become significant achievements in protecting and restoring the Bay.

THE NEED

The Chesapeake Bay now receives higher loadings of nitrogen, phosphorus, and sediment from
upstream as a result of the lost “sediment trapping capacity” of the reservoir behind the Dam.
Scientists from the Chesapeake Bay Program Partnership (the CBP Partnership)' have
determined that 6 million additional pounds of nitrogen and 260,000 pounds of phosphorus
must be reduced annually to offset the loss of trapping capacity.

A draft Implementation Plan (Conowingo Watershed Implementation Plan — CWIP) to address
the additional nutrient reductions was recently completed by the Partnership. While we
appreciate the tremendous effort the CWIP represents, a clear consensus is emerging that if
conventional approaches to this problem are employed (i.e., fully implementing the approved
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list of Best Management Practices), the CWIP is not only unimplementable but it comes with an
unrealistic price tag (more than $2.5 Billion total cost; $371,229,801 annualized cost'. More
recent estimates are lower, but even $50 million per year will not be achievable). We
understand that because of this financial conclusion, there is new and significant interest in
dredging as a means to help address regional water quality goals.

OUR BACKGROUND

RS has been a leader in environmental restoration and mitigation since 1998. As one example
of our innovative work, in 2015 RS partnered with the nation’s largest dredger to build the 247-
acre Jesuit Bend Wetland Mitigation Bank in Plaquemines Parish, Louisiana?. The project
entailed dredging 1.32 million cubic yards of material from 90 feet below the Mississippi River
south of New Orleans and pumping it nearly five miles to the project footprint. Jesuit Bend was
the most complex and expensive “speculative” dredging effort in US history.

In addition to a track-record financing and managing large-scale beneficial dredging, RS is the
most experienced water quality banker in the United States. We established one of the first
retail water quality facilities in Chesapeake Bay in 2010, ($14 million in water quality credit sales
to over 200 customers from the Cranston’s Mill Pond in Virginia’s James River Basin) and the
first two regulated banks nationwide in 2008, in North Carolina.

As a demonstration of our commitment to playing a role in Chesapeake Bay restoration, several
years ago we hired Mr. Jeff Corbin, former Senior Advisor to the EPA Administrator for the
Chesapeake and prior Deputy Secretary of Natural Resources in Virginia. Jeff has spent more
than 20 years focused on Chesapeake restoration efforts and has been an outspoken supporter
of using market-based solutions to drive down the costs of environmental restoration.

Northgate has been at the forefront of sediment management innovations on large public
projects for significant estuaries in the United States, including our Chesapeake Bay Watershed
(the largest in US; 64,000 square miles and includes more than 150 rivers and streams), and the
San Francisco Bay Delta Estuary.

Northgate is currently assessing a palette of innovative solutions for the Susquehanna and
Conowingo sediments on behalf of the State of Maryland (Innovative Reuse/Beneficial Use Pilot
Project— 1-18-3-21-8R). Working in close coordination with Maryland Environmental Service
(MES) and the Maryland Department of the Environment (MDE), Northgate is characterizing 90
years of accumulated sediment behind the Dam and assessing solutions for cost-effective
remedies to reduce sediment and nutrient flux to the upper Chesapeake Bay.

In the San Francisco Bay Delta Estuary, Northgate is managing the engineering aspects of the
Montezuma Sediment Reuse project in California, a 1,800-acre wetlands tidal and seasonal
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restoration effort, which utilizes dredge sediment from the Port of Oakland maintenance and
deepening projects. Completing the initial conceptual planning through design and construction
phases, Northgate continues to provide environmental and geotechnical services for sediment
quality evaluations, site operations, and project monitoring.

OUR APPROACH

Based on our experience dredging and pioneering environmental credit markets, our Team has
identified an efficient, cost-effective, market-based approach to dredge Conowingo that can be
established with your leadership and the support of other stakeholders. The key element of our
recommended approach would be applying a nutrient reduction value for the removed
sediment pounds and allowing sale of the nutrient pounds as credits in water quality markets
Bay-wide. The credits would be used by commercial and government purchasers to satisfy non-
point source and point source permit requirements and Chesapeake Bay Total Maximum Daily
Load (TMDL) nutrient and sediment reduction goals.

We calculate that dredging Conowingo using private investment, and providing necessary
infrastructure to support sediment dewatering and transport, will be very cost-effective per
yard of sediment (and nutrient) removed in comparison to implementation of the CWIP. The
cost burden could be distributed efficiently to the widest possible range of regulated buyers
based on market pricing and each individual buyer’s voluntary determination that the credit
purchase is cost-effective versus their current compliance plans. It is important to emphasize
that if accumulated sediment in the Conowingo reservoir is removed, implementation of the
costly CWIP is no longer needed.

NEAR TERM ACTIONS

As Chair of the Chesapeake Executive Council, Governor Hogan, our Team looks to you for the
unique leadership perspective and specific commitment to make a dramatic and permanent
difference for the Chesapeake Bay. We would like to meet with you to discuss our Team’s
recommendations for specific actions to move the initiative forward. We believe this should
occur prior to the next-scheduled meeting of the Executive Council (August 18™"), so that you
can use your authority as Council Chair to ensure that full-scale dredging remains a viable and
preferred option.

As described in the “The Need” section above, meeting the Conowingo-specific TMDL goals
could be achieved by removing 6 million pounds of nitrogen upstream of the Dam. Computer
modelers and other scientists in the CBP Partnership have indicated that this could be
accomplished via removal of roughly 20 million cubic yards of sediment. For this approach to
work, dredging needs to be confirmed and fully authorized as a Best Management Practice for
credit generation. Without your prompt assistance this process could take years. We feel
strongly that our approach will facilitate private investment and opportunities for large-scale
public-private partnerships.
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We also believe that planning for potential dredging at the scale required can begin
immediately following the Innovative Reuse/Beneficial Use Pilot Project Northgate is
conducting for the state of Maryland. In fact, it’s likely that many steps to begin such planning
can occur in parallel with the Pilot Project. Northgate and RS anticipated this potential credit
opportunity and have already been communicating with Ben Grumbles (Secretary of the
Environment) and his staff about the potential for this approach.

Finally, our team understands your interest in protecting the Chesapeake Bay, given its
economic and ecological importance, and we are dedicated to helping you lead with
progressive solutions. We understand the complex issues your Administration faces related to
the Conowingo Dam and believe that these complexities can be simplified if ecosystems service
markets, private investments, and public-private partnerships are allowed to operate efficiently
on behalf of the public and the Bay. To that end, we would like the opportunity to meet with
you in the near future discuss this further.

Sincerely,

Deni Chambers, President and CEO George A. Howard, CEO

Northgate Environmental Management, Inc. Restoration Systems

Cc: Ben Grumbles, Maryland Environment Secretary
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