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 June 4, 2008
	TO:


	Members

	FROM:


	CBFWA staff 



	SUBJECT:
	FY2009 BPA Budget Proposal for the WP-07 Supplemental Rate Case and Opportunity for Agency and Tribe Comment


Summary of the Bonneville Power Administration’s presentation on FY2009 Fish and Wildlife Costs (May 21, 2009)

The Bonneville fund supports both the Northwest Power Act responsibilities of Bonneville Power Administration (BPA) which includes their Endangered Species Act responsibilities.  Equal with these responsibilities is BPA’s treaty and non-treaty tribal policy.

The financial components of BPA’s fish and wildlife investments include the 1) Integrated Program (Northwest Power and Conservation Council’s Fish and Wildlife Program - expense and capital), 2) Debt Service (amortization payments on past capital expenditures), 3) the hydroelectric share of fish related Operations and Maintenance for the federal agencies (reimbursable expenses), and 4) River Operations (power purchases and foregone revenue).

The Columbia Basin Fish Accords (MOAs) are part of the Integrated Program including ongoing and new listed anadromous fish projects, as well as ongoing and new resident fish and wildlife projects.  The MOAs do not represent all new ESA projects to be funded by BPA.

Based on BPA’s summary, Bonneville will spend $162 million in FY2008.  The proposed Program budget has three components:  base budget of $143 million as planned in 2007-2009 rate case, new BiOp work for $13 million, and $6 million in new non-BiOp projects identified in the Accords.  This budget is $19 million more than proposed in the FY2007-2009 rate case.  The additional $19 million for FY2008 is provided through $9 million in carryover from the 2002-2006 unspent funds, $6.5 million in unspent funds from FY2007, and $3.5 million in new Interim Agreement funding for the Tribal MOAs.  The specific project list that obligates these funds is not currently available from BPA, but should be distributed in the next two weeks.

For FY2009, BPA is planning on adding $57 million to the $143 million base funding for the Program for a total Expense budget of $200 million.  The additional funding will be provided in the FY2009 rate case.  The additional funding is already assigned to projects identified in the MOAs ($17 million in non-BiOp projects in MOAs, and $40 million in new BiOp work – half of which is not included in the MOAs but in the NOAA BiOp RPA).  No additional funding is identified for non-MOA or non-BiOp related projects.  The specific project list that obligates these funds is not currently available from BPA, but should be distributed in the next two weeks.

For FY2010, BPA is planning on adding $83 million to the $143 million base funding for the Program, plus a 2.5% inflation increase to the base funding, for a total Expense budget of $230 million.  The additional funding is already assigned to projects identified in the MOAs ($20 million in non-BiOp projects in MOAs, and $63 million in new BiOp work – some of which is not included in the MOAs but in the NOAA BiOp RPA).  No additional funding is identified for non-MOA or non-BiOp related projects.  The specific project list that obligates these funds is not currently available from BPA, but should be distributed in the next two weeks.

For FY2011, BPA is planning on adding a 2.5% inflation increase annually until FY2017.  The total Expense budget is planned to be $236 million.  The funding above the base budget of $147 is already assigned to projects identified in the MOAs and BiOp work.  No additional funding is identified for non-MOA or non-BiOp related projects other than the inflation increase.  
River operations – Bonneville demonstrated that project costs for the 2008 BiOp are consistent with the projected costs for the 2004 BiOp.  However, BPA did not provide the analysis that compared actual 2006-07 river operations costs with those proposed for FY2010 and 2011.  BPA’s FY2007-2009 Power Purchases and Foregone Revenues were anticipated to be $332 million per year prior to the current rate period.  BPA’s projected FY2010-2011 Power Purchases and Foregone Revenues total $354 million annually based on 2008 Biological Opinion operations.  Several participants requested a comparison between 2006-07 actual costs with 2010-2011 projected costs.

4(h)(10)(C) credits – BPA receives a reimbursement from the U.S. Treasury for 22% of fish costs to non-power related purposes of the FCRPS.  This benefit is calculated for all of the Integrated Program expenses, river operations expenses (and foregone opportunities), and for the Direct portion of the depreciation and interest on capital investments.

Staff Analysis of Proposed FY2009 Costs
Critical and Essential Projects from 2007-2009:  On November 21, 2008 the agencies and tribes of CBFWA sent a list of Critical and Essential unfunded projects from the FY2007-2009 project selection process to BPA for consideration in the FY2009 rate proceeding.  Bonneville’s response stated that there was “no new information in the staff memo that suggests additional factors or justification sufficient for BPA to revisit implementation decisions made in February (2007).”  The agencies and tribes provided substantive amendment recommendations to the Fish and Wildlife Program in April that provides a biological connection between objectives and proposed actions. This framework, combined with the MOAs, provides the demonstration of significant new information that should be considered in the FY2009 cost analysis.    

Update on Critical and Essential projects list:

Table 1.  Additional Funding Required to Support Critical and Essential Projects Identified by CBFWA Members (October 2007), revised for June 2008.

	
	Nov. 21, 2007

CBFWA Member Critical and Essential Funding Level FY09 (Unmet Needs)
	Unmet Needs
	# Projects

	Interim Operation Agreements1
	 $           8,906,251
	 $           1,221,306 
	3

	Pre-Mature In-Lieu Funding Decisions2
	 $           5,881,759 
	 $           5,881,759 
	33

	Coordination Projects3
	 $              445,570 
	addressed for ‘09 
	

	Data Management Projects4
	 $           1,131,025 
	 $           1,131,025 
	2

	Other Reductions5 
	 $           4,317,034 
	 $           3,935,409
	15

	Monitoring and Evaluation6
	 $         10,160,144 
	 $           8,446,547 
	22

	Wildlife7
	 $              163,569 
	 $                99,714 
	3

	 
	 
	 
	 

	Total Additional Funding
	 $         31,005,353 
	 $         20,715,760 
	107


1These projects were addressed in Columbia Basin Fish Accords.  Three Nez Perce Tribe projects in this list have not been resolved for FY2009.

2Need to confirm the Program’s in-lieu policy and adjust project funding requirements appropriately.  Linkage to CBFWA measures and biological benefits are needed for several projects to demonstrate appropriateness of BPA funding.

3Coordination projects were addressed by the Council for FY2007-2009.

4Data management projects are currently being addressed in the Council’s high level indicators discussion.  Funds need to be preserved to fund potential outcomes from that decision process.

5Three projects were addressed by the Columbia Basin Fish Accords.  Linkage between CBFWA proposed measures and biological benefits are needed for several of these projects.

6A few of these projects were addressed by the FCRPS BiOp RPA and the Columbia Basin Fish Accords.  Need to confirm remaining projects and provide linkage to CBFWA M&E Program framework.  A placeholder should be maintained to insure adequate funding is available for the completion of the Council’s HLI effort and eventual M&E Plan for the Program.

7Two projects were addressed through the Within-year Budget Adjustment process.  
Summary – BPA should include additional funds to support unmet needs identified in the Council’s FY2007-2009 Project Selection Process.  Funding at that time was set arbitrarily by BPA at $143 million, and all funding decisions were based on that funding cap.  The funding level for FY2007-2009 was actually a reduction from the proposed funding level for FY2002-2006, which was set at $150 million but reduced during the financial crisis of 2001.  BPA now has information available to them to set the Program funding level for FY2009 based on needs and obligations of BPA.  This information would include: 1) Council FY2007-2009 recommendations, CBFWA comments on those recommendations, CBFWA critical and essential projects list, and Agency and Tribes amendment recommendations to Council.  The Columbia River Basin Fish Accords set precedence to perform the appropriate evaluation to determine BPA’s obligations.  The agency and tribes would need to update their critical and essential project lists to ensure accuracy and precision for FY2009.
Other Information

River operations – Bonneville demonstrated that project costs for the 2008 BiOp are consistent with the projected costs for the 2004 BiOp.  However, BPA did not provide the analysis that compared actual 2006-07 river operations costs with those proposed for FY2010 and 2011.  BPA’s FY2007-2009 Power Purchases and Foregone Revenues were anticipated to be $332 million per year prior to the current rate period; however, the actual FY 2006 cost was $566 million and FY 2007 cost was $403 million (see Northwest Power and Conservation Council document 2008-03) for an average of $485 million, due to the court ordered operations in 2006 and 2007.  Assuming FY 2009 projected Power Purchases and Foregone Revenue is consistent with anticipated operations as identified in the 2008 Biological Opinion for 2010 and 2011, this is a savings of nearly $150 million per year on average and balances the increase in Integrated Program spending.  Although there is a significant increase in the Integrated Program funding, there may not be an increase in BPA’s total fish and wildlife funding (counting all 4 categories).
70:15:15 - The proposed funding moves away from the Fish and Wildlife Program goal of balancing funding across Anadromous Fish, Resident Fish, and Wildlife categories (70:15:15).  Our best estimate indicates that the proposed allocation is currently at 75:11:13.  The development of the Columbia River Basin Fish Accords was an historic step towards adequately funding for the Integrated Program, but completion of the commitment to the Program requires BPA to fund additional resident fish and wildlife work.  This could be achieved during the Start of Year budgeting process by planning to 7% more (the difference between planning and actuals as identified in the MOAs) than the $200 million in costs and allocating most of the additional funds to resident fish and wildlife.

Wildlife – The proposed funding for the wildlife portion of the Program is unacceptable for the following reasons:

· Funding is a limiting factor to meeting BPAs mitigation responsibility through the Program

· Funding may not be adequate to support implementation of existing management plans

· Most of the current wildlife program supports ongoing wildlife mitigation, which does not provide enough funding to purchase additional protections

· Funding is not adequate to implement new acquisitions to address outstanding Hus

· The Program identifies 15% funding for wildlife, whereas the current proposed allocation is only about 13%

Golden NW case - According to the Joe Mentor white paper regarding the relationship between the Fish and Wildlife Program and the BPA rate setting process:

· In Golden Northwest Aluminum, the Court ruled that BPA had failed during the FY2002-06 rate period to impose rates designed to recover its true fish and wildlife costs.  
· The Court ruled that BPA was required to develop a “realistic projection of fish and wildlife costs that accurately reflected the information available at the time the rates were set and the cost recovery mechanisms adopted.”  
· The Court noted that fisheries managers and agencies responsible for managing fish and wildlife possess “unique experience and expertise," which requires that their analysis be given substantial weight.  
· The Court ruled that BPA’s rate determination was not supported by substantial evidence in the rulemaking record since BPA had ignored agency testimony that its fish and wildlife costs were unrealistically low.
· The extent of BPA’s obligations is determined with reference to the Council’s Columbia Basin Fish and Wildlife Program, together with Bonneville's obligations under other environmental laws including, in particular, the Endangered Species Act.  
· In light of the Golden Northwest Aluminum case, cost estimates from the fish and wildlife managers for implementing the Fish and Wildlife Program and for BPA to fulfill its ESA obligations will be difficult to disregard.

Comments Due - Comments on the proposed fish and wildlife costs for FY2009 are due to BPA by June 19, 2008.  Comments on the proposed costs for FY2010-2011 are due to BPA by August 15, 2008.  The next meeting to discuss fish and wildlife costs is scheduled for June 12, 2008 at BPA. 
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