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Summary

The Columbia Basin Fish and Wildlife Authority (CBFWA) has developed fish and wildlife costs for implementing the subbasin plans developed pursuant to the Northwest Power and Conservation Council (Council).  This effort is intended to identify future costs that need to be included in the BPA rate case.  

The CBFWA effort has focused on identifying additional habitat and production costs to implement the subbasin plans.  CBFWA has also compiled all the cost categories for BPA’s fish and wildlife efforts.  This paper incorporates all of the cost information developed by fish and wildlife managers by January 14th.  We expect additional information on costs by January 21st and will incorporate this information in the public review draft.

The CBFWA fish and wildlife costs average $98 million per year for Monitoring and Evaluation, Research, Information Management Coordination and Administration, Production, and Mainstem costs.  In addition, we have identified the costs of implementing the habitat and production strategies in the subbasin plans and wildlife plans at roughly $2 billion.  The region will need to determine the pace of implementation to determine the annual costs for these fish and wildlife actions.
In many cases, the subbasin plans to not address all the strategies needed to restore healthy habitat.  Therefore, CBFWA also estimated the costs of fully addressing habitat protection and rehabilitation at almost $12 billion.  This is a significant amount of money; however, for perspective it is important to note that the Columbia Basin encompasses 269,000 square miles—about the size of France.  Human activity has degraded much of this habitat over the past 150 years. 

This paper describes the assumptions and methodology used to develop the fish and wildlife costs.  CBFWA is seeking comments on this paper.  We are looking for any information that would improve the assumptions used so we can finalize fish and wildlife costs by mid-February in time to incorporate the costs into the BPA rate case process; BPA management expects to review this issue in late-February.  The rate case workshop on fish and wildlife costs is scheduled for April 5, 2005.
This is a CBFWA internal review draft.  Please provide comments to Tom Giese (tom.giese@cbfwa.org) by Friday, January 21, 2005.

Background

BPA’s Role in Fish and Wildlife Funding: BPA funds a significant portion of the fish and wildlife restoration work in the Columbia Basin.  Since 1981, BPA’s total fish and wildlife funding has averaged $132 million per year.  During Fiscal Years 2002 through FY 2006, BPA projected that these costs would average $255 million per year.  
Under the Northwest Power Act, BPA funds measures to protect, mitigate, and conserve fish and wildlife damaged by the hydroelectric development and operations in the Columbia River Basin
. These costs are part of Bonneville’s total system costs. 
The revenues for fish and wildlife and other BPA functions come from the sale of electricity from the Federal Columbia River Power System (FCRPS).  This system includes the federal dams in the Columbia Basin, one nuclear power plant, and other small generating resources that have been acquired by BPA.  As part of the process for setting rates, BPA must project its future costs and future sales of electricity.  It also must address the uncertainties associated with these projections to ensure that its rates are sufficient to meet its costs and repay the U.S. Treasury for the money BPA borrowed to build the dams, transmission system, and other capital investments.
History of BPA Fish and Wildlife Funding: In 1995, the Departments of the Army, Commerce, Energy and Interior entered into a MOA for fish and wildlife funding for FY 1996 through FY 2001.  The MOA was not renewed; however, BPA has continued divide its fish and wildlife funding into categories established by the MOA.  This section summaries the capital, reimbursable, and direct budgets and the recent funding history.  Table 1 shows the total funding for these categories from 1996 to 2003.
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Figure 1: Total BPA Fish and Wildlife Funding
The Capital Budget: BPA repays the U.S. Treasury amortization, depreciation, and interest on capital investments in fish facilities at dams built and operated by the Corps of Engineers and Bureau of Reclamation.  BPA’s capital budget also repays funds borrowed to construct numerous hatcheries built as partial mitigation for the FCRPS.   Other investments include salmon transport barges and improvements at the FCRPS dams for fish collection, passage and, as well as planning, design, monitoring and research studies.  The amounts for each of the major funding categories, including the amount that Congress authorized the COE and BOR to borrow each year is shown in Table 1.  

The costs for capital investments have remained fairly steady since the adoption of the 1996-2001 Memorandum of Agreement.  The MOA set targets for capital investment of $107 million annual average.  BPA’s investments in this area under-ran the targets significantly, averaging $76 million annually, for a total under-investment of more than $188 million.  For the past eight years, the annual appropriation for fixes at mainstem dams has averaged approximately $83.5 million.  Since the adoption of the 2000 Biological Opinions, average annual spending has remained fairly constant with only a slight decrease. 
In 1985, BPA began capitalizing projects in the Integrated (Direct) Fish and Wildlife Program.  The 1996-2001 MOA set $27 million as the annual target for capitalized projects in the Integrated Program.  The line “Integrated Program” under Capital Investments in Table 2 shows the trend in this amount. Under the MOA, BPA capitalized an average of $20.2 million annually, under-spending the target by about $40.8 million over the term of the MOA (Figure 2).

Please note that the amount borrowed is different than the annual repayment costs that drive BPA’s revenue requirements.  The amount borrowed is usually booked in the year construction starts, while repayment does not start until the facility is completed.   As a general “rule of thumb,” the annual repayment costs are about one-tenth of the amount capitalized.  
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Figure 2.  Actual capital investments in the Integrated program from 1996-2003.

Reimbursed Expenses of Other Agencies: BPA repays the U.S. Treasury for the hydroelectric share of operation and maintenance budgets and other authorized non-capital expenditures for fish and wildlife activities by the U.S. Corps of Engineers (COE), U.S. Bureau of Reclamation (BOR) and U.S. Fish and Wildlife Service.  These costs include the Lower Snake River Compensation Plan implementation and numerous hatcheries built to mitigate for FCRPS.  BPA also funds half of the Northwest Power and Conservation Council’s budget (currently $4.5 million annually) under this portion of its budget.  

This category of the budget averaged $37.8 million annual under the MOA, close to the MOA annual budget target of $40 million. The operation and maintenance budgets have increased by more than one-third since the end of the MOA. Most of the increase appears to be related to an increase in COE and BOR budgets (Figure 3, Table 1).  
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Figure 3.  Reimbursable fish and wildlife expenses of other federal agencies.

Integrated (Direct) Program:  The Integrated Program budget has two categories: Capital (discussed above) and Expense. The Expense portion of the Integrated Program has increased steadily since 1978.  The MOA set an annual budget target of $100 million, with BPA spending averaging $95.5 million annually, a shortfall of $26.9 million over the term of the MOA.  During the current rate case, the target for the Expense portion of the Integrated Program was set at $150 million and reduced to $139 million annually in 2003.  Actual spending during the current rate period has averaged $139 million per year.  

Although this appears to be an increase in funding of $39 million annually since the MOA, the program funding had not been adjusted for inflation for eight years.  Further, BPA has rolled contracted obligations forward each year without shifting the associated funding, creating a “bow-wave” of unfunded obligations.  A change in accounting practices in FY 2003 required elimination of $40 million worth of these carry-over obligations.  In essence, BPA cut $40 million in obligations from the Integrated Program in FY 2003.  BPA is now considering cutting an additional $15 million from the Integrated Program over the period 2005-2006.  
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Figure 4.  BPA spending in the Integrated Program from 1996-2004.

The 2002 BPA Rate Case

Power and Fish and Wildlife Decisions: BPA began its last rate case process in 1999, before decisions were made on the measures that would be included in the 2000 Biological Opinion for the FCRPS.  These rate decisions addressed BPA’s revenues for FY 2002 through FY 2006.  Fish and wildlife managers raised concerns that BPA’s rate case decisions could foreclose fish and wildlife decisions, including the implementation of the Biological Opinion and Council Program by limiting funding.  Federal, state, and tribal governments worked to develop 13 alternatives for future fish and wildlife funding through 2011; the costs for these alternatives averaged $438 to $721 million per year.  BPA assured the managers that it would “keep the options open” by including the range of costs in its rates.  BPA also committed that it would adjust its rates, if necessary, to accommodate future funding needs.  
Problems with 2002 Rate Case Process: BPA states that it gave equal weight to the 13 alternatives in setting its rates and assumed an average for the direct program of $139 million per year.  In the initial rate proposal, BPA stated that these assumptions would not limit actual funding.  

The Columbia River Inter-Tribal Fish Commission and the Yakama Nation were parties to the rate case.  They raised concerns that BPA had actually assumed a one per cent probability that costs would be at the high end of the range.  They also raised concerns that BPA had changed the methodology in calculating direct fish and wildlife costs.  Rather than weighting 12 of the alternatives at $179 million per year and one alternative at $100 million, consistent with the alternatives developed by the Federal, state, and tribal process and arriving at an equally weighted estimate of $173 million per year, BPA averaged the high and low alternatives and assumed $139 million per year.  This assumption lowered the direct costs by $170 million during the rate period.  

BPA finalized its rates in 2001, and then immediately reopened its rate process to address higher costs associated with supplying power to its customers.  BPA had committed to serve 3,300 megawatts of power beyond its available resources.  The manipulation of the California electricity markets caused prices to soar.  BPA estimates that the cost of serving these additional commitments was $3.9 billion during the current rate period.  These added costs were included as part of a Cost Recovery Adjustment Clause known as the load-based and financial-based CRACs.
In 2003, BPA faced additional costs associated with its own operations, the operations of the federal dams and the nuclear plant.  As a result, BPA conducted a Safety Net Cost Recovery Adjustment Clause (SN-CRAC) process to address these additional costs.  During that process, CBFWA provide analysis that the cost of implementing the Provincial Review would add $100 million per year above BPA’s current fish and wildlife funding.  The Review was conducted by CBFWA and the Council and based on measures that had gone through the project review process and been approved by the Independent Science Review Panel.  BPA did not address these additional fish and wildlife costs as part of the SN-CRAC.  BPA has subsequently set a cap on the direct fish and wildlife program of $139 million.  In 2001, BPA and the Corps of Engineers eliminated fishery spill and flow provisions to ensure BPA’s ability to make its payment to the U.S. Treasury. 

Developing Fish and Wildlife Costs for the Next BPA Rate Case

Coordinating Power and Fish and Wildlife Decision Processes: Given the problems of the 2002 rate case, fish and wildlife managers began discussions in 2003 on ways to coordinate the next BPA rate case with fish and wildlife decisions.  They wanted to ensure that BPA decisions regarding its revenues after 2006 would not foreclose fish and wildlife recovery under the Northwest Power Act or the Endangered Species Act.  It appeared that the Subbasin Planning Process being conducted by the Council and BPA could provide the information needed for the next rate case.

The Council’s 2000 Program included a framework for fish and wildlife in the Columbia Basin and called for the development of subbasin plans that would include subbasin assessments, an inventory of existing activities, and a management plan.  The management plan was required to have a vision, biological objectives for fish and wildlife, strategies that will be employed to meet the vision and biological objectives, a projected budget (including both a three-year implementation budget and more general 10-15 year budget), a monitoring and evaluation plan, and additional steps necessary to comply with the Endangered Species Act and the Clean Water Act
.

NOAA Fisheries had indicated that it could use these subbasin plans as the basis for recovery plans under the Endangered Species Act.  Therefore, it appeared that these subbasin plans, scheduled for completion by May 2004, could provide detailed budgets for the BPA rate case that would begin in early 2005.

Unfortunately, when the Council contracted with various entities to develop the subbasin plans, it did not include detailed and long-term budgets in the list of tasks it would fund.  To further complicate things, the Council is proceeding to adopt some of the subbasin plans while additional work continues on other plans.  NOAA Fisheries is working to develop recovery plans under the ESA; however, final adoption of all the subbasin and the NOAA recovery plans will not be completed prior the initiation of the BPA rate case. 

The Biological Opinion for the FCRPS also creates uncertainty for future fish and wildlife funding.  CBFWA estimates that 75 percent of BPA’s fish and wildlife funding goes to implement the Biological Opinion.  NOAA Fisheries adopted a new Biological opinion on November 30, 2004.  CHECK ON BiOp BUDGET.  Several parties have filed law suits against the new Biological Opinion; the briefing schedule for this case could result in a decision in March of 2005.
BPA and the Council have been meeting for several months to review the major budget categories and identify the factors that may increase or decrease costs in the future.  The latest draft (December 7, 2004) of that analysis is included as Attachment 1.

In November of 2004, CBFWA formed a workgroup to coordinate the development of fish and wildlife costs for the next BPA rate case.  The workgroup reported to the Members Management Group in December and made the following recommendations:

1. The fish and wildlife managers should review the assumptions made by the Council and BPA about future fish and wildlife costs.

2. The fish and wildlife managers should prepare fish and wildlife costs based on the subbasin plans.  The primary focus of this work would be in the areas of habitat and production.

3. The fish and wildlife managers should work with BPA to design ways to provide flexibility to adjust fish and wildlife funding as information on the Biological Opinion, subbasin plans and recovery plans becomes available to ensure that BPA can fully implement these important plans.

Previous CBFWA Fish and Wildlife Cost Estimates: CBFWA has developed two previous fish and wildlife cost estimates.  The first was in 1998 as part of the Multi-Year Implementation Plan.  This effort developed costs for implementing all of the elements of the Council Program and FCRPS Biological Opinion.  The annual costs were $200 to $225 million.

In 2003, CBFWA and the Council conducted the Provincial Review to determine the costs of implementing projects that had been approved by the fish and wildlife managers, the Council, and the Independent Science Review Panel.  The Provincial Review identified BPA revenue requirements (capital, reimbursable costs, and direct program) of $356 million per year for FY 2003 through FY 2006.
Cost Methodology and Assumptions 
[Tables for this section are in the attached Excel spread sheet, “CostReportTables011405”.]
Costs to Protect and Restore All Columbia River Basin Habitat.  Staff assumed that the overall costs to improve the habitat are comprised of three components: the cost to protect riparian lands along perennial streams; the cost to improve instream flows; and, the cost to repair or restore damaged habitat.  Table 1 lists the subbasins evaluated and the values used.  

Human use of lands adjacent to streams, whether for agriculture, grazing, logging, transportation, mining, etc. have degraded virtually all streams not in Wilderness Areas or parks.  We assumed that land protection consists of purchasing the lands, the cost of which we estimated as the product of an assumed land cost, the number of miles of perennial (250k scale) streams, and an average buffer width of 660 feet (1/8th mile) on each side.  We assumed that outright purchase of buffer strips would be less expensive that the more politically viable alternative of long-term conservation easements with fencing.  

Streamflows throughout the basin are over-appropriated contributing to serious degradation of habitat quality during the summer when demands for out-of-stream uses are highest.  Staff assumed that the purchase of senior rights to currently diverted water during the low-flow months of July, August, and September would relieve limits due to temperature, pollution, and habitat quantity and quality.  This cost was estimated by calculating the number of acre-feet of water required to increase the average August streamflow in the lower reaches of the subbasin by some percentage (often 20%, but see Table 1).   We assumed that this number of acre-feet of water would be needed for three months at an assumed cost per acre-foot (see Table 1).  We assumed that the cost of retiring senior water rights would be less expensive than alternative approaches such as improving fish passage at the diversion and improving irrigation efficiencies.  This approach is also based on the assumption that state law allows instream uses to prevail over out-of-stream uses. 

Degraded habitat in many situations will recover through natural process if the disturbance ceases.  However, in badly damaged areas recover can take decades and to speed the process, restoration or enhancement actions, such as native plantings, weed control, stream bank stabilization or road obliteration are often done.  We assumed that stream habitat in “poor” or “fair” condition would need restoration and that on average such activities would cost $1000 per acre (Table1).
Further, we assumed that land protection, flow improvement, and restoration efforts would have continuing costs to maintain the benefits.  These annual costs were estimated as one percent of the land protection or flow improvement costs and two percent of the restoration cost (Table 1).

In each province with evaluated subbasins, the estimated costs to “fix” the habitat were extrapolated for the entire province on an approximate area basis.  In other words, if the evaluated subbasins covered about 80 percent of the province area, the total cost for the province was assumed to be 1.5 times the total costs of the evaluated subbasins in the province.  Similarly, the costs estimated for the five provinces evaluated were assumed to represent roughly two-thirds of the entire Columbia River Basin, and were multiplied by 1.5 to estimate the total cost over the entire basin.  Table 2 summarizes the provincial costs and their compilation to an overall cost of about $12 billion to “fix” the habitat throughout the Columbia River Basin.

Costs to Implement the Draft Subbasin Plans.  The work group compiled the estimated ten-year costs to implement the draft subbasin plans from subbasin cost estimates from three sources: 16 submitted by subbasin planners; two from NPCC staff; and, one (for the Owyhee Subbasin) from the draft plan itself.  Additional cost estimates for 11 more subbasins were received too late to be included in this draft, but will be in the next draft.  Table 3 summarizes the sources and status of the subbasin plan cost estimates.

For each subbasin, staff assigned the detailed cost estimates received to the categories identified in Table 4.  These categories represent the major categories of costs that have been identified as driving future fish and wildlife budget increases.  As expected, habitat and fish production are the major costs to implement the draft subbasin plans.  

Staff compiled subbasin plan costs for each province and extrapolated the cost to encompass the entire province on an approximate area basis.  The extrapolation factors used are shown in Table 4. We assumed that the other (non-habitat and production) costs were included elsewhere and were not included here.  Table 4 indicates that the estimated ten-year cost to implement the draft subbasin plans will be roughly $2 billion.  Because this analysis extrapolated the costs over each entire province, we expect this estimated cost to increase only modestly with the incorporation of additional subbasin plan costs the next draft of this analysis.  However, the full costs to mitigate for wildlife losses due to the construction of the FCRPS and costs to improve tributary passage facilities in the Salmon, Walla Walla, Yakima and John Day subbasins have not been included and their addition will increase subbasin plan costs.  Staff intends to include a more complete analysis of capital costs of currently planned fish production facilities, as well.

Estimating Future Costs of the Fish and Wildlife Program.  To develop an estimate of the future cost of the NPCC Fish and Wildlife Program and estimate the amount needed in the BPA Direct Expense (Integrated) budget, the NPCC MOA work group divided the Program’s costs into general categories, or “compartments,” and identified the major factors assumed to drive future fish and wildlife budget increases.  The MOA work group also calculated the recent spending in each of these categories.  Staff have estimated the rough magnitude of the factors (“drivers”) of future budget changes and compiled an assumed “net change” from the amounts that BPA has spent recently.  Table 5 summarizes these assumptions, including the ten-year costs developed above for habitat and additional fish production. 

To examine the effect that the pace of implementation, and other assumptions, has on the annual costs, staff developed a spread sheet for converting estimates of total and annual costs in the Table 5 budget categories into annual costs over differing periods of implementation.  This model allows scenarios with different assumptions to be examined and compared in terms of their annual costs.

Future Fish and Wildlife Costs

Tables 6 through 9 provide one example.  Table 6 shows the input assumptions, in this case, those costs summarized in Table 5.  Tables 7, 8, and 9 estimate the first ten years of annual costs for implementation over ten years, 25 years, and 100 years.  

[More summary of Tables 7, 8, & 9]

Conclusions

[To be developed]
tom\MOA\RC Cost Model\CBFWA Fish and Wildlife Costs011405

Attachment 1: Framework of Analysis for Future Program Implementation Costs  
December 7, 2004 DRAFT


The staff has reviewed current program costs to estimate needs for Bonneville’s next rate period that begins in Fiscal Year 2007.  Bonneville’s rate case will provide a funding level for program implementation to determine the revenue requirements it must set its rates to collect.  The purpose of this analysis is to examine the components of current program costs and describe influences on future program funding needs.  This analysis is still under development.   Council staff is seeking input on these initial concepts and assumptions.   


The staff consulted with Bonneville in this analysis.  Both Bonneville and Council staff agreed to use project funding data and categorizations compiled by CBFWA staff (see attachments).      

· In each program budget category, an average of actual project spending from FY 2001 to FY 2004 was established.  Some additional verification of this information is needed but the Council and Bonneville agreed that the CBFWA staff categorization of costs and the accounting of annual project spending is appropriate for this analysis. 

· The Council and Bonneville staff classified certain project costs as established long term funding responsibilities by virtue of specific Program measures, NEPA requirements, written agreement or other specific commitment of Bonneville funding for the projects.  This exercise was called the “Appraisal”.  While the costs of these projects may change after further review (e.g., if they could be done more cost effectively; refocus of scope to better align with current needs) the staff’s opinion is that these projects are likely to continue as long term Bonneville funding responsibilities during the next rate period. 

· The staff defined program scale “drivers” that are likely to significantly influence the program cost categories during the next rate period.  Such drivers include Biological Opinion requirements, current direction of Program implementation and the objectives of subbasin plans.  The analysis considers likely sources of increased costs for Program implementation as well as potential areas where current program costs could decline for specific reasons.  This memorandum describes those drivers.   Inflation in project costs and labor is a program-wide issue that needs to be considered, but was not separately estimated in any of the program budget categories.

The intended use for this analysis is to move the regional discussion of potential future program costs into more specific assumptions of the cost elements for future program funding.  The discussions between Bonneville and Council staff reached general agreement on the basic framework of program cost categories, the current costs that are likely to remain specific project funding requirements (the Appraisal) and the utility of estimating future costs by specific “drivers” grounded in known assumptions about program implementation.  

It’s important to understand that this analysis does not propose actual allocations of future program budgets.  It is intended to inform the Council about the relative size of current program commitments and the likely influences on their costs in the next rate case.  Actual program allocations across subbasins and provinces will be determined through future project selection and budgeting decisions.

If this framework is acceptable, then the analysis of potential costs would benefit from regional review of the assumptions of factors defined in the project cost categories.  

Program Categories and Assumptions

Monitoring and Evaluation

The monitoring and evaluation category of the Fish and Wildlife Program includes mainstem passage monitoring, hatchery monitoring and evaluation, habitat and watershed assessments, and habitat inventories.  Examples of currently funded projects in this category are the Coded Wire Tag Recovery project, the Salmon River Habitat Monitoring and Evaluation Project and the Umatilla Basin Natural Production Monitoring and Evaluation Project.  The average annual program spending from 2001 through 2004 in the monitoring and evaluation category was approximately $30 million.  Approximately $9.3 million were identified as explicit long-term funding commitments costs in the Council/Bonneville staff program appraisal.   Staff expects future monitoring and evaluation needs will be reviewed and prioritized by the Pacific Northwest Aquatic Monitoring Program (PNAMP) and the Collaborative Systemwide Monitoring and Evaluation Program (CSMEP).  

Potential drivers of cost increases:  

· Biological Opinion requirements for large-scale population and habitat monitoring 

· Mainstem evaluations 

· Fall chinook monitoring

Potential drivers of cost reductions:

· Finding efficiencies in project scale monitoring

· Reprogramming funds from short term assessments 

· Consolidating monitoring and evaluation at a regional scale

· More rigorous cost sharing where there is a shared responsibility and/or if the M&E isn’t directly related to accomplishing the objectives of the program  

The net assumption for change in the monitoring and evaluation category is that funding needs will stay at the same level as current funding or decrease.  This assumption relies on successfully prioritizing monitoring and evaluation needs across the region, including modifications to current projects to better align with priorities and associated management/policy needs.

	2001-2004 average expenditure
	Appraisal estimate
	Net conclusion of “drivers”

	$30 million
	$9.3 million
	Same or decrease


Research

The research category of the Fish and Wildlife Program includes studies that collect and analyze new information.  Examples of currently funded research projects include projects such as Ocean Survival of Salmonids, Avian Predation of Juvenile Salmonids in the Lower Columbia and Salmon and understanding the effects of summer flow augmentation on fall chinook through Lower Granite Reservoir. The average annual program spending in this category from 2001 through 2004 was approximately $11 million.  Approximately $2.1 million was identified as explicit program commitments in the Council staff program appraisal.   Most of this amount is committed to long term supplementation evaluations in Idaho Rivers.

Potential drivers of cost increases:  

· Life-stage research needs based on recent biological information, including that identified in the Biological Opinion 

· The Council’s research plan, which calls for some new and better coordinated research, and continued interest in the funding “Innovative” projects

Potential drivers of cost reductions:

· Reduction of the funding for ad hoc research as regional coordination improves

· Potential for other entities to fund or provide a significant cost share if not a program responsibility (i.e., NOAA-Fisheries, the Corps AFEP program, etc).  

The net assumption for change in this category is that the need for funding may be reduced from current levels by implementation of a coordinated research strategy that emphasizes focus on information needs for management/policy decisions.  

	2001-2004 average expenditure
	Appraisal estimate
	Net conclusion of “drivers”

	$11 million
	$2.1 million
	Same or decrease


Information Management, Coordination and Administration (IMCA)

The IMCA category includes coordination and data management and administration projects.  Examples of these projects are the Fish and Wildlife Program Implementation through the Columbia Basin Fish and Wildlife Authority (CBFWA), Streamnet and the funding of the Fish Passage Center.   The average annual spending for this category of the Fish and Wildlife Program from 2001 through 2004 was approximately $11.7 million.  Approximately $10.9 million was identified as a fixed or infrastructure program cost in the Council staff program appraisal.

Potential drivers of cost increases:  

· Watershed coordination support (post subbasin planning)

· Regional data management needs

Potential drivers of cost reductions:

· Efficiencies may be found in the current work that is likely to continue into the next funding period.  Updating of roles and responsibilities and associated tasks needs to occur.

· Greater cost sharing/co-funding

The net assumption for change in this category is that the need for funding may increase somewhat over current funding levels.  (Again this category is similar to M&E and may also require a policy decision on the appropriate level or percentage of the total program).

	2001-2004 average expenditure
	Appraisal estimate
	Net conclusion of “drivers”

	$11.7 million
	$10.9 million
	Same or increase


Production

The Production category includes the operation and maintenance of resident and anadromous hatchery projects.  Examples are the Yakima-Klickitat Fisheries Project, the Umatilla Fish Hatchery Operations and Maintenance and the Kootenai River White Sturgeon Studies and Conservation Aquaculture project.  The average annual spending in this category from 2001 through 2004 was approximately $39.6 million.  Approximately $32.5 million was identified as a fixed program cost in the Council staff program appraisal.  
Potential drivers of cost increases:  

· O&M requirements for new production facilities/programs that may be approved by the Council and Bonneville in the near future. These include: Chief Joe Hatchery, Northeast Oregon Hatchery project, Klickitat Hatchery, Mid-Columbia Coho program and others  

· Conceptual and preliminary design now accounted for in expense (used to be capitalized)

Potential drivers of cost reductions:

· Efficiencies in project scale operations 

· The completion of some construction activities

The net assumption for change in this category is that the costs of the work in this category would increase over the current level, given the new facilities that are on the horizon.

	2001-2004 average expenditure
	Appraisal estimate
	Net conclusion of “drivers”

	$39.6 million
	$32.5 million
	Increase


Mainstem

The mainstem category includes predator control and mainstem passage improvements.  Examples are the Northern Pikeminnow Management Program, law enforcement projects and the evaluation of live-capture harvest methods for commercial fisheries project. The average annual spending in the mainstem category from 2001 through 2004 was approximately $6 million.  Approximately$4.6 million was identified as a fixed program cost in the Council staff program appraisal.  

Potential drivers of cost increases:  

· Increase predator control funding as called for in the Biological Opinion 

· Lamprey passage improvements

Potential drivers of cost reductions:

· Staff analysis did not forecast reductions in program requirements in this area unless funding responsibility is transferred to the Corps and/or shared with other parties.

The net assumption for change in this category is that the cost of the funding projects in the mainstem would increase.

	2001-2004 average expenditure
	Appraisal estimate
	Net conclusion of “drivers”

	$6 million
	$4.6 million
	Increase


Habitat

The habitat category includes habitat restoration and protection projects such as land acquisitions, irrigation screening, tributary passage improvement and riparian protection projects.  Examples include the Fifteenmile Creek Riparian Fencing project, the Pend Oreille Wetlands Wildlife Mitigation project and the Clearwater Focus Program.  The average annual spending in this category from 2001 through 2004 was approximately $36 million.  Approximately $12 million was identified as a fixed program cost in the Council staff program appraisal.  Significant new initiatives that may drive the costs of this category higher include the implementation of subbasin plans and the revised biological opinion.  Council staff will continue to solicit input from the region regarding the “drivers” for the habitat category and the pace of implementation of new habitat restoration and protection work.

Considerations:

· Should focus be on habitat restoration or protecting high quality habitat?

· What is the role of conservation easements?

· Leveraging use of CREP program funding and other funding sources through cost sharing.

· Roll-up of subbasin goals & objectives may yield a sharper focus on priorities for target populations and hence may help stabilize overall cost increases.  

	2001-2004 average expenditure
	Appraisal estimate
	Net conclusion of “drivers”

	$36 million
	$12 million
	Increase level


Potential drivers of cost increases:  

· Implementation of subbasin plans

· Implementation of Biological Opinion UPA

Potential drivers of cost decreases:  

· Refocus of efforts through roll-up of subbasin plan objectives

· Cost-sharing with other similar programs

· Increased use of Conservation Easements rather than fee acquisition for habitat protection

H:\work\mmg\2005_0118RateCase\cbfwaFWcosts011405.doc
� 16 U.S.C. 839b(h)(8), 839b(h)(10).  


� See Columbia River Basin Fish and Wildlife Program, document 2000-19, pages 39-41. 
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