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November 14, 2005
	TO:


	Members Advisory Group (MAG)

	FROM:


	Tom Iverson, CBFWA



	SUBJECT:
	Update on FY06 Within Year Budget Adjustment Process




The purpose of the memo is to describe the FY 2006 within-year budget adjustment process and to consider developing CBFWA comments to BPA and NPCC on the disposition of the unused funding for the FY 2002-2006 rate case agreement.

FY 2006 Within-Year Budget Adjustment Process

A description of the FY 2006 within-year budget adjustment process is attached in Appendix A.  All within-year requests must be submitted by November 30 to be considered at the first quarterly review meeting during the first week of January 2006.  The next opportunity for consideration will not be until April 2006.  In December, the Budget Oversight Group will verify that all submitted requests are complete and placed in the appropriate category (within-year or reschedule).  Following that meeting, a complete list of all pending within-year requests will be provided for public review and comment.  At the first quarterly review meeting BPA will identify the level of available funds to support the requests.  It is anticipated that the NPCC fish and wildlife committee will approve a prioritized list of recommendations to meet the funding level, with consideration of public comments, at their January 17-19, 2006 meeting.  

There are currently 4 within year requests that have been submitted which total approximately $1.024 million (Table 1).  An additional 9 requests are under development.  Several of the requests are for new work that has not been previously reviewed, while many are for ongoing work or for unfunded approved work from the rolling province review.  The details for each request are available on the CBFWA website at http://www.cbfwa.org/mods/intro.cfm.  BPA has increased the Spending Reserve to $2 million to facilitate funding both the Within-year and Reschedule requests, and approximately $800,000 has been used to support Rescheduling.   

Summary of FY 2002-2006 Rate Case Spending

In a letter dated October 3, 2003 from Steve Wright, Administrator Bonneville Power Administration (BPA) to the Judy Danielson, Chair of the Northwest Power and Conservation Council (NPCC), Steve Wright presented the rules that would be applied for managing the fish and wildlife program for the duration of the current power rate period.  The rules for the Expense portion of the program stated:

“When the Council completes its recommendations for expense budgets, the budgets, together with actual expenditures for years already complete and the forecast for the not-yet-complete current year, should result in expenses for FY 2003-2006 period that average no more than $139 million per year.  The Expense in any one year can fluctuate by up to plus or minus 10 percent of the $139 million, allowing a range between $125 million and $153 million for any year, provided the program is within the $556 million total.”

The actual expenditures since 2002 have averaged $136.6 million (Table 2).  Using Table 2, CBFWA staff performed an analysis to determine potential scenarios for completing this rate case on schedule, based on historic spending patterns in the fish and wildlife program.  Consistent with the rules cited above, BPA could spend a total of $146.5 million in Expense for FY 2006.  This level of spending would fall within 10% of $139 million and would achieve a total spending from FY 2003-2006 of $556 million.  Of course, to be consistent with the rate case agreement, funding in FY 2006 would need to be $148.5 in order to be consistent with $139 million on average from 2002 through 2006.  

The only possibility to achieving this level of spending would be to increase the planning budget to approximately $168.5 million for FY 2006.  In FY 2004 and 2005, the average actual spending was 87% of the planned target.  In order to achieve a spending level of $146.5M (to meet the $556M total for the 2003-2006 period), the planning target could be increased to $168.5M ($168.5M * 87% = $146.6M).  This may raise concern about out year commitments; however, the entire Program will be renewed at the start of FY 2007, so any short term growth in ongoing projects can be managed through the project selection process.  Also, since it is unlikely that spending at this rate would actually be achieved, even with an aggressive effort through the within-year process, BPA has suggested that any unspent funds from this rate case could be carried forward into the next rate case.

Table 2.  BPA planned (Working Budget) and actual spending (Actuals) for the Fish and Wildlife Program (2002 – 2006, in millions).  Source: BPA Budget to Actuals reports 2004-2006.

	FY
	Planned

Expense
	Actual

Expense
	Planned

Capital
	Actual

Capital

	2002
	*
	$137.1
	*
	$6.1

	2003
	*
	$140.7
	*
	$11.6

	2004
	$152.9
	$132.8
	$36.8
	$8.5

	2005
	$155.7
	$135.8
	$41.3
	$12.2

	2006
	$158.0
	?
	$56.0
	?

	Average
	
	$136.6
	
	$9.6


*Planning budgets in FY 2002 and 2003 were not broken out by Expense and Capital until the financial crisis during mid-year 2003.

Summary

The FY 2006 planning budget for the Expense category could be increased to at least $168 million and stay consistent with the rate case agreement and BPA’s budgeting rules.  BPA would have to increase the Spending Reserve from $2 million to $10 million for the first quarterly review in January 2006 to meet that target.  Since there are significantly less than $10 million in budget modification requests, available funding should not be an issue for within-year requests submitted for the first quarterly review.  However, any within-year requests that are approved will likely need to be scientifically justified, address a management priority, and be within the scope of the originally approved proposal.

Who will perform this scientific and management review of within-year requests?

Option 1 – CBFWA could engage in providing recommendations on which project requests address management priorities during the public comment period by January 11, 2006.

Option 2 – Individual CBFWA members could provide comments to the NPCC regarding management priorities during the public comment period.

Option 3 – The default is for NPCC and BPA staff to review all public comments and determine which requests addresses current management priorities.   
Table 1.  Current Within-Year and Reschedule project modification requests as of November 3, 2005 (see link:  http://www.cbfwa.org/mods/documents/2005_1103ModsList.xls).
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FY 2006 Within-Year Ongoing 9/26/2005 2006 200000100 Omak Creek Fish Passage expense $50,000

FY 2006 Within-Year Ongoing 9/6/2005 2006 200105500 Assessment of three alternative methods of nutrient enhancement expense $113,750

FY 2006 Within-Year Ongoing 11/1/2005 2006 200204500 Coeur d'Alene Fish Habitat Acquisition expense $500,000

FY 2006 Within-Year Ongoing 9/6/2005 2006 Evaluation of the NPCC Mainstem Amendment on fisheries near Libby 

and Hungry Horse Dams, Montana

expense $360,336

$1,024,086



Appendix A.  FY 2006 Within-year Budget Modification Process as adopted by the Northwest Power and Conservation Council on August 9, 2005.

Fish and Wildlife Program 

FY 2006 Budget Tracking and Adjustment Process

August 9, 2005

Project Level Start Of Year Budgets 

a. NPCC SOY - the Council approved their FY 2006 Start of Year Budget that totaled less than $158M in planned expense and $56M in capital projects. When this Program budget was adopted, it assumed that all pending within year budget adjustments have been addressed (Any future modifications to project budgets must submit a FY 2006 Project Budget Adjustment Form as described in this document).

b. BPA SOY - Bonneville will use the Council recommendations to create the FY 2006 Bonneville SOY Budget.  After refining the Council SOY budget for any errors, omissions, or changes, the Bonneville SOY Budget will be created.  The Bonneville SOY budget will not change once adopted and will be used as the basis for the Bonneville Working Budget.  The Bonneville working budget will change throughout the FY to reflect changes made to project budgets as determined through the budget modification process described below.  The working budget is comprised of the project level spending caps plus non-contract costs and any adjustments made throughout the year.  A record will be kept of all modifications to project budgets.

c. SOY tracking - Bonneville project budgets, variance reports, and spending will be available on their F&W Website http://www.efw.bpa.gov/cgi-bin/FW/Info_For_Fish_Wildlife_Contractors.cgi under the fiscal information section.  Bonneville will provide that information to CBFWA for placement on their website http://www.cbfwa.org/default.cfm per the process outlined below.  

Spending Reserve 

As part of the FY06 SOY Budget a Spending Reserve will be identified ($1,000,000) for the budget adjustment process.  Adjustments associated with reschedules will not affect this budget. In addition, this reserve is not intended for new projects and ESA needs.   The intention of the reserve is to allow certain categories of project budget requests to be addressed in a timely, equitable and transparent fashion that does not burden the Council decision making process (as described above).  The amount of the reserve will be adjusted quarterly based on the rate of contract spending within the Program. 

Quarterly Review

Quarterly Review meetings will occur near the beginning of each quarter.  The purpose of these meetings will be to provide the current FY status of contracting and spending for the Program.  BPA will provide a summary of the Program budget in order to identify available funding for reallocation to the Spending Reserve (to support within year budget modification requests).  CBFWA staff will provide a complete list of current budget modification requests, with the BOG assigned categories, in order to align the requests with the available funding.  

It is intended that the second (January) and third (April) quarterly review meetings of the fiscal year will initiate a prioritization process to establish which budget adjustment requests will be met with the available funding.  This process will include a 30 day public comment period.  Quarterly review meetings will be held at the beginning of the Fiscal Year (October) and the beginning of the 4th quarter (July), but will focus more on the project status reports and budgets-to-actuals information.
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Figure 1.  Quarterly review process.

Monthly Budget Oversight Group (BOG) - Tracking Project Budgets through the Fiscal Year 

a. The Budget Oversight Group (BOG) consists of Council state and central staff, BPA staff and CBFWA staff.  

b. The BOG will meet once per month to review budget adjustment requests and to track the fiscal year budget. 

i. This meeting will be held on the Wednesday prior to regularly scheduled, current month’s NPCC meetings.

ii. Bonneville COTRs will confirm with the BOG that the budget adjustment requests are within scope and intent as the Council recommended or not.

iii. All budget adjustment requests must be submitted no later than one week prior to the BOG meeting for consideration in that month.

iv. All requests received will be reviewed, and sorted by reschedule and within-year  (see Figure 2).  A report of these actions will be provided monthly to NPCC.

v. The BOG meetings will be open to the public and announced on the CBFWA web site.

c.
BPA will provide a monthly Budget-to-Actuals Report which will show all project budget adjustments during the FY.  These documents will be updated monthly and posted on CBFWA website.
d.
CBFWA web site will track all budget adjustment requests and their current status, including the discretionary items.
Project Budget Adjustment Requests 

a. Project sponsors can request modifications to their project budget and the associated contract spending cap by submitting a project modification request form (available on CBFWA website).  There are three possible adjustments for ongoing projects:  (1) Scope Change, (2) Budget Change, and (3) Scope/Budget Change all available from the within-year budget and/or scope modifications form.  Project sponsors can also request a Reschedule or New Start project using the ”new project” funding request form. 

i. All project modification requests must be submitted through the CBFWA website for consideration by the BOG.    

b. The CBFWA web page will receive all requests, forward a copy of those requests to the Council staff and Bonneville staff, track all requests, and post all FY Budget information including the BOG agendas and supporting material.

c. The completed request forms will be forwarded to the BOG for review.  BOG will determine whether the request is (1) a request for a Scope change; (2) a request for a Budget Adjustment (either rescheduled work or additional work within scope); or, (3) a request for a Budget Adjustment and Scope change (includes new proposals) and place the requests into the appropriate categories (see Figure 2).

i. Category 1 and time sensitive 3a projects will be forwarded to the Policy Group for action.  The Policy Group may forward requests directly to Council for decision or return to the BOG for consideration at the Quarterly Review

ii. Reschedules are forwarded to BPA.  BPA will have the discretion within the Spending Reserve to make necessary project budget modifications that fall within these categories.  Bonneville denied requests will be sent back to the BOG for categorization.

iii. All other requests will be reviewed by the BOG and placed into the appropriate adjustment categories.  Scope Change and New Requests (e.g., ESA needs) may need to have ISRP and CBFWA reviews, once available funding is identified at the 2nd and 3rd Quarterly Reviews. 

d. BPA recommendations regarding any action will be updated monthly at BOG meetings and provided to NPCC staff one week prior to packet day.

e. For actions deemed “Emergency” by the BOG, Council staff will present the requests to the Council’s Fish and Wildlife Committee for recommendation to the full Council at the same meeting.  The Council will then make a recommendation to Bonneville regarding funding the requests.  

f. All other actions (i.e., scope changes and new requests), after completing the necessary reviews as part of the quarterly review, will be presented to the Council’s Fish and Wildlife Committee for recommendation to the full Council at the next Council meeting.  The Council will then make a recommendation to Bonneville regarding funding the requests. 

Figure 2. Within-year Budget Modification Process

Budget Adjustment Prioritization Criteria 
Within-Year Budget Adjustment requests (not reschedules) will be placed into one or more of the following categories by the BOG:
Adjustment Categories 

1.
Emergency – Acts of God or the unforeseen loss of mechanical infrastructure that necessitates an extraordinary action to avoid the imminent loss of fish and/or wildlife resources or to mitigate serious human health or safety issues. 

2.
ESA Obligation - a new or ongoing project that addresses actions committed to in the Action Agencies Implementation Plan.  Except in emergency circumstances new actions will be reviewed by the Independent Scientific Review Panel and Council prior to Bonneville funding.

3.
Threats to Project Integrity - Actions necessary for the project, though not of an emergency nature, to avoid the loss of a previous project investment, including major project review (i.e., step review), that would:




a.  Jeopardize the performance of the entire project 

b.  Jeopardize the performance of a discrete task or objective of the project causing:

1.
adverse biological consequences to the project;

2. the loss of monitoring and evaluation data;




3.
the loss of capability to administer the project.

4.
Lost Opportunity – New or ongoing projects that respond to a limited opportunity to benefit the fish and wildlife resource and that opportunity will be permanently lost if the requested budget increase and associated work is not approved.

5. 
Other - Any project not falling into the four categories defined above.  This category will assist with the numerous requests that are received that do not fit the above categories.  It is unlikely that these projects would receive a high priority.

Glossary

· Fiscal Year (FY) – October 1 through September 30

· Start of Year (SOY) planning budget 

- NPCC SOY – FY spending caps for each project

- BPA SOY – FY spending caps for each project corrected for known contract commitments effective October 1

· BPA Working Budget – current spending caps for each project as modified through budget adjustment process 

· Budget Oversight Group (BOG) – Staff level membership from BPA, NPCC, and CBFWA for tracking program implementation and managing within year budget adjustment requests

· Policy Group (BPA Director of Fish, Wildlife, and Environment; NPCC Director of Fish and Wildlife; and CBFWA Executive Director)

· Project Budget/Scope Adjustment Process – process for modifying Council project recommendations during the FY

· Within-Year Budget Adjustment – modification of scope and/or budget during FY
· Reschedules - rescheduling work and budget from one fiscal year to another
· Budget-to-Actuals Report – report demonstrating NPCC SOY Budget, BPA SOY Budget, BPA Working Budget, and Actual Expenditures by project
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