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DRAFT CBFWA Response to BPA PFR Closeout Report
May 6, 2005

Steve Wright

Administrator and CEO, 

Bonneville Power Administration

P.O. Box 3621

Portland, OR 97208-3621

Dear Mr. Wright:

The Columbia Basin Fish and Wildlife Authority (CBFWA) is writing to express our concerns that the draft proposal for the Integrated Fish and Wildlife Program in the Power Function Review is not sufficient to implement both the Columbia River Basin Fish and Wildlife Program and the FCRPS Biological Opinions.  These funding levels will affect important fish and wildlife rebuilding efforts during FY 2007 through FY 2009.  We would like to work with you to improve the proposal prior to the initiation of the next rate case.  

We would like to share several concerns that we have with the draft document.  To correct the record, we draw your attention to the letter from Tony Nigro, Chair of CBFWA to you, dated March 16, 2005, in which CBFWA suggests that full implementation of the Northwest Power and Conservation Council (NPCC) subbasin plans will require spending about $2.4 billion over ten years, not $4.6 billion as the draft proposal indicated.  Regardless of the correct amount, our point remains that fish and wildlife mitigation in the Columbia River Basin will require a serious financial, as well as social and political, commitment.  We do not believe that BPA’s PFR proposal represents a serious financial commitment to meeting its fish and wildlife obligations.

We believe that BPA’s PFR proposal has not recognized the considerable uncertainty surrounding its future fish and wildlife funding needs and as a result has inequitably shifted the financial risks from the power system to fish and wildlife resources.  When CBFWA conducted a review of the costs of future fish and wildlife activities, we identified a number of issues that could significantly increase those costs.  For example:

1. Our analysis assumed that other branches of the federal government would provide contributions.  For example, the costs for implementing plans in several subbasins (notably those in the Intermountain Province) assume funding from the federal land management agencies that may or may not be forthcoming. If additional Federal appropriations are not available, the region will need to address how to accomplish this work.  

2. NOAA Fisheries staff has indicated on several occasions that implementing the subbasin plans may not address all of the activities in the forthcoming recovery plans.

3. Pending litigation on the current Biological Opinions may result in significant changes in required fish and wildlife activities, and may increase costs or affect revenues.

4. Implementation of the “Mainstem Amendment” to the NPCC Fish and Wildlife Program may increase costs or affect revenues also.

5. When the currently favorable ocean conditions deteriorate, BPA may be called upon to fund additional activities to address weak-stock survival or productivity.

6. The NPCC Artificial Production Review and Evaluation and the Hatchery Genetic Management Plans call for changes in the operation of many hatcheries built as mitigation for the hydropower system.  Preliminary estimates indicate that these changes may cost about $120 million and require about $340 million in capital borrowing.  These costs are not presently reflected in the BPA draft costs for the upcoming rate case and thus costs for the Reimbursable and the Integrated Program budgets may increase. 

7. The prospect of shifting the cost of the Mitchell Act hatcheries to BPA is a substantial uncertainty, considering Congress's previous interest in this issue and increasing pressures on the federal budget.
Rather than mitigating these uncertainties, BPA’s draft proposal has made assumptions that exacerbate the risks.  For example, your proposal assumes a $15 million per year cut to current and future research, monitoring, data management, and (presumably) coordination costs to free funds for new on-the-ground activities.  While this is a commendable goal, it is counter to the increasing pressure for ESA-driven studies and ISRP monitoring.  BPA’s proposal acknowledges the many additional steps the must be negotiated before funding decisions will be made.  This will delay decisions to reduce current RM&E at least until FY 2008, mid-way through the rate period. 
By not budgeting for a likely increase in fish and wildlife costs, BPA’s draft proposal will result in additional delays in needed mitigation actions.
A more detailed discussion of our concerns follows.  Table 1 shows the BPA PFR draft proposal compared to the average funding levels for FY 2001 through FY 2004.  At these funding levels, we have calculated that it would take approximately 22 years to complete the production activities in the Council Program assuming that BPA uses it borrowing authority for some of these activities.  We also found that it would take over forty years to implement the fish and wildlife habitat activities in the Council Program based on the costs that CBFWA has identified and the assumption that BPA continues its policy that it will not borrow for land and water acquisition. 
	Table 1: BPA Proposal
	
	
	

	
	FY 2001-2004 Average 
	Proposal
	Difference
	Complete Program

	RM&E
	 $        41,000,000 
	 $        33,000,000 
	 $       (8,000,000)
	

	IMCA
	 $        11,700,000 
	 $          7,000,000 
	 $       (4,700,000)
	

	Production
	 $        39,600,000 
	 $        38,400,000 
	 $       (1,200,000)
	22 years

	Mainstem
	 $          6,000,000 
	 $          5,300,000 
	 $          (700,000)
	

	Habitat
	 $        35,800,000 
	 $        38,500,000 
	 $        2,700,000 
	

	New BiOp/SBP
	 $                       -   
	 $        10,000,000 
	 $      10,000,000 
	43 years

	BPA Overhead
	 $        11,000,000 
	 $        11,000,000 
	 $                     -   
	

	TOTAL
	 $      145,100,000 
	 $      143,200,000 
	 $       (1,900,000)
	


CBFWA believes that several of the assumptions in the BPA proposal are not realistic.  For example, BPA assumes a 20 percent reduction in research, monitoring, and evaluation.  Based on the requirements of the FCRPS biological opinions and the recommendations of BPA, the Council, and the Independent Science Review Panel in previous project selection processes, we believe it is more likely that these costs will actually increase in the future.  
BPA has also assumed a 40 percent cut in the Information, Management, Coordination, and Administration line item.  We note that this funding is currently used for: StreamNet ($2.4 million), the PIT tag info system ($2.1) million, CBFWA ($1.7 million), the Fish Passage Center ($1.3 M), the ISRP/ISAB ($1.1 million), CRITFC watershed support ($0.27 million), Second-Tier Database ($0.24 million), Columbia Basin Bulletin ($0.17 million), and one-half million in miscellaneous small projects.  These functions total $9.7 million.  It is not realistic to cut each of these activities by 40 percent or eliminate some of these activities.

Table 2 shows the BPA funding level with more realistic estimates for research, monitoring, and evaluation and information, management, coordination, and administration.  To stay within the total, we have assumed that there would be no funding for new Biological Opinion or subbasin planning habitat implementation.  Table 2 shows that it would take more than sixty years to implement the fish and wildlife habitat provisions in the Council Program. 
	Table 2: BPA Proposal with Current RM&E and IMCA
	

	
	FY 2001-2004 Average 
	Proposal
	Difference
	Complete Program

	RM&E
	 $        41,000,000 
	 $        41,000,000 
	 $                     -   
	

	IMCA
	 $        11,700,000 
	 $        11,700,000 
	 $                     -   
	

	Production
	 $        39,600,000 
	 $        38,400,000 
	 $       (1,200,000)
	22 years

	Mainstem
	 $          6,000,000 
	 $          5,300,000 
	 $          (700,000)
	

	Habitat
	 $        35,800,000 
	 $        38,500,000 
	 $        2,700,000 
	

	New BiOp/SBP
	 $                       -   
	
	 $                     -   
	62 years

	BPA Overhead
	 $        11,000,000 
	 $        11,000,000 
	 $                     -   
	

	TOTAL
	 $      145,100,000 
	 $      145,900,000 
	 $           800,000 
	


BPA’s proposal does not include any inflation since 2001.  In Table 3 we have inflated the FY 2001-FY 2004 funding levels using the inflation rates assumed by BPA during the PFR workshops
.  We then compared the BPA proposal to the inflation adjusted levels.  This analysis shows that the BPA proposal is actually a $24 million cut in spending when adjusted for inflation.  At these funding levels, BPA would not be able to maintain its current level of effort on production activities and therefore would never implement the production activities in the Council Program.  The inflation adjustment also would stretch out the habitat actions to 45 years.  If we assume more realistic inflation rates for the cost of acquiring land or easements for habitat, the time to implement these activities would be even longer.
	Table 3: BPA Proposal with Inflation Adjustment*
	
	

	
	FY 2001-2004 Average ($'08) 
	Proposal
	Difference
	Complete Program

	RM&E
	 $        45,503,641 
	 $        33,000,000 
	 $     (12,503,641)
	

	IMCA
	 $        14,389,524 
	 $          7,000,000 
	 $       (7,389,524)
	

	Production
	 $        48,703,005 
	 $        38,400,000 
	 $     (10,303,005)
	Never

	Mainstem
	 $          7,132,115 
	 $          5,300,000 
	 $       (1,832,115)
	

	Habitat
	 $        39,732,448 
	 $        38,500,000 
	 $       (1,232,448)
	

	New BiOp/SBP
	 $                       -   
	 $        10,000,000 
	 $      10,000,000 
	45 years

	BPA Overhead
	 $        12,208,294 
	 $        11,000,000 
	 $       (1,208,294)
	

	TOTAL
	 $      167,669,027 
	 $      143,200,000 
	 $     (24,469,027)
	

	
	
	
	
	

	*Based on inflation rates assumed by BPA over 7 years
	


8. We also believe that BPA’s draft proposal does not address a number of important uncertainties that could increase its fish and wildlife costs.  

Given this analysis, CBFWA is concerned that the BPA proposal for the Integrated Fish and Wildlife Program is not adequate to implement the Council Program and the Biological Opinions.  Failure to make adequate progress could increase the risk of extinction for listed species and makes it unlikely that the region will achieve the fish and wildlife rebuilding goals in the Council’s Program.

Based on our review of future fish and wildlife funding needs in the future, we offer the following conclusions and recommendations:

BPA needs to include adequate funds for fish and wildlife in its next rate case.

· Implementation of the NPCC subbasin plans and including wildlife mitigation over a ten-year period will cost between $1.5 and $2 billion.

· The total cost to implement the Fish and Wildlife Program and associated ESA needs is estimated to be about $240 million per year.

· Carrying out the subbasin plans would only accomplish between one-quarter and one-half of the habitat work needed in the tributaries of the Columbia and Snake Rivers.

· At the current BPA Integrated Program funding rate of $139 million per year, it would take about 100 years to implement the NPCC Fish and Wildlife Program.

· Therefore, the fish and wildlife managers recommend that BPA increase the amount of funds available for fish and wildlife activities to approximately $240 million per year.

The fish and wildlife managers have developed realistic and reasonable cost estimates for the rate case period.

· It takes some time to increase the rate of implementation.

· The 2002 rate case set BPA revenues with the intent of providing a fish and wildlife budget of $186 million per year.

· Therefore, the fish and wildlife managers recommend that BPA ramp up its Integrated Fish and Wildlife Program budget to meet the these targets:

· $186 million in FY 2006;

· $200 million in FY 2007;

· $225 million in FY 2008; and,

· $240 million in FY 2009.

BPA should develop a more flexible capitalization policy to facilitate land and water acquisitions. 

· BPA’s current policy on capitalization is unclear regarding the use of its borrowing authority to purchase land and water.

· BPA’s interpretation of its policies has inhibited the implementation of the Fish and Wildlife Program.

· If BPA uses its borrowing authority for these kinds of purchases, the rate impacts of our recommendations are significantly reduced.

· Therefore, BPA should modify its capitalization policy to set up mechanisms to allow borrowing funds or the use of its borrowing authority to purchase land and water.

BPA should address the uncertainties in fish and wildlife costs in its rate case.

· The fish and wildlife managers note that with the intent of providing these estimates of future budget needs, that these estimates do not incorporate numerous factors that may increase the needs, and that these budget targets are likely to be under-estimates of actual needs.

· In the previous rate case BPA used two means to address uncertainties: Cost Recovery Adjustment Clauses and revenue collection to meet more than the minimum need. 

· Therefore, the fish and wildlife managers urge BPA to work with others to ensure its rates provide adequate fish and wildlife funding.  BPA’s rate provisions must ensure that it can adequately fund future additional fish and wildlife costs.

BPA must meet the goals of the Fish and Wildlife Program.

· After considerable analysis, the NPCC adopted in 1987 an interim estimate of the hydropower (BPA) responsibility to fish and wildlife of 5 million returning adult salmon and mitigation for resident fish and wildlife.

· The Program also identifies specific goals for resident fish and wildlife mitigation to address the operation and construction of dams and inundation by reservoirs. 
· The NPCC reaffirmed these responsibilities in adopting its amended Fish and Wildlife Program in 2000.

· Current numbers of returning salmon are approximately the same as they were when the NPCC adopted the interim goal 18 years ago.

· Therefore, the funding recommended by the fish and wildlife managers through FY 2009 is not likely to exceed costs necessary to achieve the Fish and Wildlife Program goals.
The Columbia Basin needs an Implementation Plan for fish and wildlife.

· The subbasin plans do not, in many cases, identify clear numerical objectives or specific actions, schedules, or costs.

· Such information would provide a statement by those responsible for the fish and wildlife resources of how the resources might be more productively managed and would provide consistent guidance in a variety of decision processes, such as NPCC amendment processes, ESA recovery planning, annual budget development, activities on Federal lands, local land use planning, etc.

· Therefore, the fish and wildlife managers strongly recommend development of an implementation plan detailing the actions, schedule and costs needed to implement the Fish and Wildlife Program, and are committed to that effort.
Full implementation of the F&W Program and ESA activities will create economic benefits in tribal and rural areas.

· Most of the fish and wildlife activities would be implemented in rural areas east of the Cascade Mountains creating jobs and additional economic activity.  

· As fish and wildlife populations increase as a result of these BPA investments, east-side rural areas will experience increased fishing, hunting and related activities, also creating additional jobs and invigorating local economies. 

· For those (residential) customers served by utilities purchasing all of their power from BPA the recommended budget levels would result in about a $1 per month increase in their electric bill.  The impact to those served by utilities that purchase less than their full requirements from BPA would be less.

Therefore, the fish and wildlife managers recommend that BPA examine the benefits to rural economies from its investments in fish and wildlife.

We look forward to working with BPA and the Council to revise the FY 2007 to FY 2009 budgets prior to the rate case.

Sincerely,

� BPA assumed that programs with less salary and energy influences would increase at 1.5 percent; those with greater salary or energy components would increase at 3 percent. 
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