HNC PDT Meeting Summary

13 February 2007
Kevin Horn presented the economics White Paper (a precursor document to the Economics Appendix) results through a power point presentation. Preliminary results show that traditional NED benefits alone do not justify the project. Traditional Net Present Value (NPV) NED benefits were calculated to be $100 million, based on documented evidence.  Original project cost was estimated to be $140 million, with almost all of this cost allocated to first construction. This original cost estimate does not account for post-Katrina prices. Eric Salamone indicated that post Katrina costs for dredging could increase as much as 50 percent. If this is correct, current project costs would be approximately $210 million. Thus making the current traditional NED benefits to project cost ratio roughly 0.47 to 1. Additional traditional NED benefits are expected to be captured, but it is believed not at a level remotely sufficient to overcome the projected estimated project cost of $210 million.  However, in accordance with the Emergency Supplemental Appropriations Act of 2005 [PL 109-13 (Sec 6009)], Congress authorized the Corps of Engineers to include in its NED calculations the value of future energy exploration and production fabrication contracts and transportation cost savings that would result from larger navigation channels projects for offshore oil and gas fabrication ports. As such, fabrication benefits were introduced into the NED calculations. Fabrication benefits for the 18-ft project depth would be derived from FPSO topsides, with a NPV of $112 million.  The fabrication benefits for the 20-ft project depth would be from semi-submersibles, FPSO topsides and MiniDOC hulls, with a NPV of $225 million.  However, fabrication benefits for the 20-ft project depth are sensitive to the overall GOM market share captured by the MiniDOC hulls which are fabricated in Houma as opposed to the Gulf Marine Yard in Texas.  Based upon the preliminary total traditional NED and fabrication benefit values, it appears the 20-ft project depth alternative would be justified and would be the recommended plan.   However, as a note of caution Rodney Greenup emphasized that HQUSACE does not generally agree with the authority as set forth in PL 109-13 (Sec 6009)  and as such, an objective of the economics evaluation should be to maximize the traditional NED benefits to the extent practicable to build a stronger B/C ratio and rely less on fabrication benefits.  As a note, language contained in the current House WRDA bill [H.R. 2864 (Sec 4047(b))] repeals the authority granted in Sec 6009 of PL 109-13, and does not provide an in-kind replacement authority for Houma.
Rodney Greenup, Lewis Hornung, Nathan Dayan, and Dave Beck met on January 19, 2007 to discuss reducing mitigation requirements by utilizing the REIPA plan. Nathan Dayan and Dave Beck are currently reviewing ways to reduce mitigation, particularly for site 11. Beck has identified a possible site (near mile 20) that is not currently designated as an alternative for sites 7a and 11. Alternates for sites 2 and 3 will be difficult to find due to their location. Once location and size of sites have been identified an updated DMP will be completed by USACE. A least cost dredging plan has been identified but has not been cost estimated. This does not account for mitigation costs. With the completion of an updated DMP by USACE, the real estate plan, MCACES, technical plates, and alternative cost estimates will also need to be updated by USACE.
Crorey Lawton indicated that once a DMP was finalized, a cultural resources investigation will identify high probability areas and conduct a survey for those areas to determine if there are significant impacts. Lawton will also obtain any correspondence between USACE and LASHPO.  It was noted that the cultural resources survey could be performed during PED, therefore this activity should not affect the GRR schedule.
Maleene Henville has indicated to Lewis Hornung that the salinity modeling will take 6 months to complete. Rodney Greenup and Carl Anderson are going to coordinate to try to reduce that time in order to maintain current schedule. The model will simulate a 1 year long period.
An M-CACES has already been performed (03/03 and 10/03) and will need to be updated by USACE.

USACE will need to document the rationale and assumptions used to support the incorporation of advanced maintenance dredging in the channel deepening alternatives included in this study. A life cycle cost analysis has been requested by the ITR reviewer. Rodney Greenup indicated that USACE will be meeting to clarify this issue.
Lewis Hornung will develop the scope of work needed to address impacts and issues associated with deepening of the HNC to Bayou Grand Caillou, which possibly includes simulating 1-yr tidal flows, along with simulating a lock in place.  Lewis will also contact Carol Burdine regarding the Port of Iberia tow simulation study exemption letter. 

Brian Gannon will be reviewing PBS&J edits and remark for the Engineering appendix. Once these have been accepted or resolved, many of the ITR comments will have been formally addressed and will be able to be closed in Dr. Checks. Nathan Dayan is currently reviewing PBS&J edits and comments and is making some progress. Due to unknowns such as a finalized DMMP, the EIS will require future edits in addition to the current ones. 
The majority of the missing electronic documents will need to be updated and have therefore been dropped off the list. Still remaining, however, is the VE Study. Frank Vicidona was mentioned as the point of contact for that. 
LADOTD and Terrebonne Parish are the sponsors for the Morganza to the Gulf project. Terrebonne Parish (TP) has entered into a design agreement with the Corps of Engineers, and is expected to be the local signatory party on the PCA.  For the HNC project, it is anticipated the Terrebonne Port Commission (TPC) will serve as the local sponsor. Terrebonne Parish representative, Al Levron, expressed concerns of having multiple sponsors for elements within the Morganza project, and the possibility of having to amend current agreements. He wishes to resolve these concerns with USACE. Rodney Greenup agreed to meeting with TPC and TP to do this. Levron also indicated that the Parish has been subjected to a lawsuit concerning shoreline erosion. This lawsuit was settled. He will be providing USACE with the details of this litigation.
It was concluded at the 3 Jan 2007 PDT meeting that the baseline condition for the HNC study would include a lock in place with a sill depth of -23-ft.  However, at the 13 Feb 2007 PDT meeting, it was determined that since the Morganza to the Gulf project has not been authorized, then the alternatives to be considered in the HNC study will include with and without lock alternatives.  However, it was noted that a Chief of Engineers report for the Morganza to the Gulf project has been completed and sent forward to Congress with a recommendation for a lock and is included in the current proposed WRDA legislation, therefore, there may be sufficient justification to establish a with lock scenario as the baseline condition.
Nathan Dayan still needs economics information for the costs associated with no lock and increased salinity at the Houma Water Treatment Plant, paper mill, and any other potentially impacted facilities.
It was determined that the schedule will remain as is until a definitive time frame for the salinity model completion can be confirmed, with the exception of adding an Alternative Formulation Briefing (AFB) into the schedule. Under the best case scenario a Chief’s Report will be completed in April 2008. Rodney Greenup requested that concurrent reviews by HQUSACE and the public be permitted and was denied, thus the requirement of an AFB. 
ACTION ITEMS:
1. Dave Beck will provide PBS&J with the least cost dredging plan. Once a cost estimate has been completed, Beck will also provide this to PBS&J.

2. Nathan Dayan and Dave Beck will finalize site locations and size and complete a DMMP with cost estimates.

3. PBS&J will provide Dave Beck with O&M questions to be answered by Beck.
4. Rodney Greenup and Carl Anderson will coordinate to determine the most probable date that the salinity model will be complete. Greenup will also ensure that the model incorporates saltwater intrusion and flows for the entire HNC. 

5. PBS&J will provide Brian Gannon with an edited version of the Engineering appendix to be reviewed for accuracy.

6. Crorey Lawton will be determining what correspondence has occurred between USACE and LASHPO. Lawton will also confirm if USACE response to ITR comment 494175 is accurate in stating that a cultural resources survey was underway and if so, what those results were.

7. Rodney Greenup will begin discussions with TPC and TP on future responsibilities of the local sponsor.

8. Rodney Greenup will determine if a wake study was completed by Hydraulics.
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