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Framework of Analysis for Future Program Implementation Costs   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 

· Monitoring and evaluation needs identified in subbasin plans

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 isolated 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

· Integration of harvest, habitat and production objectives

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  

· Reform of some hatcheries as identified in the Biological Opinion or APRE

· Conceptual and preliminary design now accounted for in expense

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

· BiOp priorities may shift focus for habitat work

· Cost-sharing with other similar programs

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