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The Report - The Minimum Amount of Reimbursable Funding Needed from the COE is $6 million!

Mr. Ashe, Dr. Gould, Ms. Dohner, Ms. Walsh, 

In the Memorandum of Agreement (MOA) between the Corps of Engineers (COE) the Directorate agreed that the COE had to pay all applicable costs - operations, maintenance, overhead, deferred maintenance and equipment for the hatcheries, fish health centers, broodstock and management of the existing facilities that are actively involved in COE mitigation.

Three years ago when we started to address and seriously question the Directorate's motives to close the mitigation hatcheries we provided an estimate of the amount of funds that were required to effectively operate, maintain and manage the hatcheries, fish health centers and offices involved in COE mitigation. During those email discussions it appeared that the Directorate didn't clearly understand how much mitigation funding was needed.

That funding estimate was based on cost data from FY 2004 - FY 2008 or the last 5 years that I worked for the Service. Hence my FY 2009 estimated funding amount was based on a 5 year average. In addition, the FY 2009 funding estimate was only for the 5 southeastern hatcheries - which I supervised - and were involved in COE mitigation - Chattahoochee Forest NFH, GA; Dale Hollow NFH, TN; Erwin NFH, TN; Greers Ferry NFH, AR; Norfork NFH, AR; and Wolf Creek NFH, KY. It was my opinion that the funding estimate from these 5 hatcheries would provide an insight into what the total amount of the COE reimbursable had to be for all of the Service's field stations and offices involved in COE mitigation. 

In addition, we knew that the Directorate had initiated reimbursable negotiation with the COE in FY 2010 and we needed a funding baseline for the year prior to those negotiations to better understand why the Directorate's FY 2010 negotiations were such a total and complete failure! We developed the FY 2009 funding estimate by separating estimated operational funds from estimated maintenance funds.  Once the estimated operational and maintenance funds were developed we added them together to get the FY 2009 estimated funding amount.

FY 2009 Estimated Operational Costs for COE Mitigation

Chattahoochee Forest NFH, GA
 $650,000

Dale Hollow NFH, TN
 $300,000

Erwin NFH, TN
 $350,000

Greers Ferry NFH, AR
 $575,000

Norfork NFH, AR
 $1,075,000

Wolf Creek NFH, KY
 $425,000
                                                      Total
 $3,375,000

These costs represent the minimum operating costs per hatchery needed to fully meet COE mitigation commitments in the southeast. The $3.375 million covers salaries, utilities, fish feed, fish cultural chemicals, fish cultural supplies, office supplies, gasoline, fish stocking, travel, training and outreach. These costs do not include any money for grounds maintenance, buildings maintenance, deferred maintenance or equipment.

The 5 southeast mitigation hatcheries range in age from 39 - 117 years of age. All of these hatcheries are large and complex physical plants consisting of miles of waterlines as well as large water intake structures, aeration buildings, hatchery rearing buildings, endangered species buildings, offices and garages etc. Each of these 5 hatcheries continue to fully meet the COE mitigation commitments.

Maintenance costs for these hatcheries can be estimated by assessing the condition of each hatchery's assets (buildings, water intakes, water lines, raceways, aeration buildings) and assigning a cost and a condition to that asset. The total costs of the assets can determine a replacement value for each hatchery. The condition of each asset can be used to assign an overall condition to each hatchery. According to the Service's Service Asset Maintenance Management System (SAMMS) the condition of these 5 hatcheries range between average to above average. A value can be placed on the condition of a facility. The industry standard value for average to above average condition of a facility ranges from 2% (above average) to 3% (average). Maintenance cost estimates can be developed by multiplying the replacement value of a hatchery by its condition value. In estimating maintenance costs we multiplied the replacement value of the combined southeastern COE mitigation hatcheries times the condition value. We used a condition value of 2.5%.

FY 2009 Estimated Maintenance Costs for COE Mitigation

Hatchery               Replacement Value     Percent of Hatchery's        Replacement Value of Facilities

                                     Production for COE     Used for COE Production

Chattahoochee Forest
$18,130,000
92%
$16,679,000

Dale Hollow
$20,347,000
38%
$7,732,000

Erwin
$10,582,000
60%
$6,349,000

Greers Ferry
$14,069,000
90%
$12,662,000

Norfork
$19,958,000
92%
$18,361,000

Wolf Creek
$19,173,000
58%
$11,120,340
                          Totals
$102,259,000

$72,904,460

SAMMS determined that the replacement of the 5 southeastern mitigation hatcheries at @$102 million. The replacement value for the physical plants of the 5 hatcheries involved in COE mitigation is $72,904,460.  Multiplying the $72,904,460 by 2.5% equals $1,822,612. This means that the maintenance needs (grounds maintenance, buildings maintenance, deferred maintenance, emergency maintenance - even equipment) for the 5 southeast mitigation hatcheries is $1,822,612 million annually.

The estimated COE reimbursable needed for the 5 southeastern mitigation hatcheries to continue to fully meet COE mitigation commitments is as follows:

Estimated Operational Costs
$3,375,000

Estimated Maintenance Costs
$1,822,612
                                      Total
$5,197,612

Our estimate for the funding needed for the other 13 hatcheries, fish health centers and offices involved in COE mitigation activities was @$2,000,000. The total estimated operational and maintenance funding needed from the COE was determined to be $7.2 million. It is my opinion that the $7.2 million would provide the amount of funds required to effectively operate, maintain and manage the hatcheries, fish health centers and offices involved in COE mitigation as well as immediately meet any emergency situation that arises.

However, Service work groups, hatchery managers and Regional Fisheries supervisors working with similar data estimated that the amount of funding needed from the COE was @$6 million annually. The @$6 million estimate was the official estimate and was passed - through the proper channels - to the Washington Office. 

The bottom line was that the minimum amount of funds needed in the COE reimbursable so that the Service could continue to fully operate and maintain the hatcheries, fish health centers and offices and meet the COE mitigation commitments was @$6 million annually!  

Rick Nehrling

