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- United States Senate
v
b Dear Senator Bayh:
In response %0 your reguest of Apeil 14, 1975, and later
discussions with your office, we gathered inforpaotion ceongern-
N ing the benefits and costs and the current sLatu, of the Corpa
I of Engineerz' Big Pine Lake prouject [from
-~tne Corps’' district orfice in Louisville, Kentucky;
~-the regional office of the Burnau of Outdoor Recrea-
tion, Lipartment ¢f the Interior, I ann Arsbor, HMichi-
gar: and
~-gificials of the Ingiarna Depertnernt of Haturgl Resource
We wet with three propenents and two critics of the project,
t¢ learn the views of and .oncerrnsn ahout the nrorect,

ot

The Big Pine Lake project, authorilzed by the Flood Con-
trol Act approved October 27, 1965 (Publip Law 8¢-208), is
part of a comzrehensive nebwozk of wate: projects in the
Wabash River Ba51 ; Indiana. The project 15 Lo reduce [lood-
flows along the river and to pfOVl’c sessonal water storage
for general recreation and fish and wildl:ife consery ration.

As of May 31. 1975, the $1,144,376 the Chief ol nygine<rs
{ allocated to the project is bevn used primgrily for real
estate planningF engineering and dozign, and CGvorhead.

In February 1975 the Corps estimatod that Lho project

! would cost $40.1 million, including abouvt 32 millinn as
I~diana's share of the costs of general recreation and tlich
and wildlife censervation. The Corps estimated annual proj-
ect bDenefits at $Z,801,000 and costs at 1,672,000 for &
beaefit-cost ratioc of 1.7 to 1.

Because of concerns environmentalists rolsed, in June
1875 the Corps considered zan alternative proinct desicn
which, if adoptco, wourld precuce annual henelitg ol S0 .G08G,004
and costs of 51,437,000 for a cenefibt-cost ratio of 1.4 to 1.
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In computing the February and June 1975 estimates of annucl
benefits and costs, the Corps used a 3-1/4-percent interest
and discount rate.

STATUS OF THE GENERAL DESIGN MEMORANDUIM
AT ©

AND ENVIRONMEKTAL IHMPACT STATCMENT

The Corps prepares a project general design memorandum 1/
which the 0ffic2 of the Chief of Enginesrs must appicve be-
fore construct.on can be started. On March 4, 1875, the
Corps’ Qhio River Division office in Cincinnati, Ohic, returned
the Louisville District's QOctober 2%, 1%74, design memorandum
with instructicns to:
--Confer with Indiana on an alternative dusicn which
would reduce environmentel damsge to the Fall Creek
Gorge.

~-Provide additional information concerning the Corps!
lans feor improving the adoearance of funcrtiona’l worke,
such as the dam, spillwav, and cutlecs,

--include a section of the design memorandum containing
the State's cooperation agreement on recreatiod, as
regulred under section 221 of the Flosd Control Act
of 1270, or furnish for approval a draft of the recrea-
tion contract with a letter from the State indicating
its acceptance.

~—Provide a comple’e analvsis and evaluation of the tech-
nical aspects of the general desiqgn.

The district was responding to the above instructions

in Julv IQ7g Rﬁﬁ wag 21':(\ nrch_:r'lr-\g thC pr}GCt'S E'ﬁ'v'i.i.’Oﬁ'-
mental Impact statement based on comments on the draft state
ment by various Federal, State, ncngovernment agencies, and

individuals.

In June 1975 the District Engineer cave us the target
4

dates for the focllowing events.

1/Specifies ‘the basic project plan of developmcntf extent
of major features of development, estimated -rnt;ta and
costs, operating regitiremonts, rezl estate rogui.cments,
and the extent of local cooperaticn.



B-183687

Event Target date

Coordinate proposed alternative project

design with the State June 1€7%
Submit final design memerandum and environ-

mental impact statement to division Octeber 1975
Submit final design menmorandum and environ-

mental impact statement to the Office of

the Chief of Encinsgers November 1975
riie tal impact statenent

final environmenta

with the Council on Environmental
Quality

Meet with area property owners on real

January 1976

estate matters April 1976
Start acquisition of real estats 1/ May 1976
Start construction August 1576
Start water impoundment September 1981
On June 13, 13875, the Jistrict office staf® suggested to
the Indiana Department cf Natural Rescurces that the proisct D
reserveir's Sumntl [eCreatlon $udl elevailva be lowe~ed frenm
5583 to 550 feet and chat che winter pool bz lowered rrom 554
to 544 feet, which would reduce snvironmental Zamage o Fall
Creek CGorge. State employees were concerned becavse the 3-foot
reduction in the summer pcol would reddce the size e
creation lare from 1,120 to 297 acrez with a corre :
01 area for water recreation, Toe smaller lake, ti
would be more difficult to keep clean and would,
fect fishing. As of August 6, 13975, the district office was
walting f£cor the State's Wrilien Comments On the ptoposed de-
sign change.
FLOUD CONTROL BENEFITS
in its February 1975 pudget submission, the Corps esti-
mated flood contrel benefits at $1,968,000 annually. Benefits
from reduced crop and noncrop {farm machinery, fences, barns,
and residences) agricultural damages :-ccounted for 51,330,000
or about $3 percent of the total benefits. Crop benefits
amounted to $1,05,,000; necrcrop benefits amounted to §$777.,uld.
l/Cannot be started until (1) the Chief of Engineers approves
the design memorandum, {(2) the final environmental impact
statement i1s .iled with the Council on Environmental Tuality,
(3; the cost-sharing contract with the State is signed, and
{4} tne Chief of Engirnecr¢ approves a design memerandusr for
site =zgguisiticon.

£
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In estimating the future damage reductions to cgri-
cultural development {crop and noncrob) over the 1lit: of
tiie project, the Corps assumeg that future gro”uu values
would increase at 3 percent annually. 1/ Of the noncrop
benefits of $777,000, $351,100, or about 45 percent, rep~
resented future growth benefits.

The Flood Disaster Protectiocn Act of 1973 (87 Stat.
975} reguires that localities with special flood hazards
be participating in the Hational Flood Insurance Program
before Federal agencies can approve financial assistance
for property acguisition or construction in the locality
after July 1, 1973, As a result, local communitiss wer
under strong presgsure to edopt land use and control mea-
sures by Ju ly » 1975, because, to be eligible for
n C s

F TV S PR 3 a - ~
insuratice under the grogram, local communities mu
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S ¢crit i at thae 3-peleent annu

growth rate factor applied by the Corps for noncrop d
reduction is inappropriate. They said the value of f
buildings and related items does not necessarily incr
at the same rate as crop yields. According tc a dist
official, the Courps assumed noncrop growth in the flo
plain wruld increasc in value at the same rate as cro

growlh.
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procedures provide that all matters which substantially af-
fect fair market value be considered for just compensation,
A Corps official has said that potential productivity of
surh lands is a factor in determining fair market value,

Further, State officials contené the Corps did not re-~
duce its calculations to recognize the benefits from exist=-
ing lozal agriculture flood pzotectian projects. A district
official said that the Corps considered only existing Corps
levees i1, its calcuvlations.

RECREATION BENEFITS

In Pebruary 1975 the Corps reported tnat most of the
recreation benefits apply to general recreation. Benef ts
of $787,000 were based on the Corps' projection of an ulti-
mate 635,800 general recreation visits to the prolect each
year, Ben2fite w-le calculated at S51.60 a visit ang dis-—
countsd ar 32-1/+% porcent over the 1080-yesr life cf the proj-
ect. If the Corps adopts the prososed reduction of the
summer pocl level by 8 feet, it would revice its estimate
of annuval recreation benefits downward to $5%0,000 and its
projecteq 1leimare annual generzzl recgreation visits down-
ward to 594,000,

Critics contend the recreation benefits are overstatec
because the Corps, in determining the visits to the proj-
ect, didé nct conzider 1) current cecreoaticn uzt of the
propesed project area or (2) the impact of competing Federal,

State, and privately owned laikes. The critics also said the
Corps' day-use estimates were inaccurately calculated.

According to project proponents, current use oL the
area is minimal and the project, regardless of size, will
benefit the local econcmy because it will attract large
nambers of visitors each year.

According to the Corps® district planner for recreation
the market area served by Bic¢ 2ine Lake is also servad by
other (Corps and others) lake projects. such as Cagles Mill,
Big Walnut, Mansfield, Lafayette, 3Shafer, and Freeman. The

district planner said thot, becausze current fec[chlG;u
use of the prcposed project area was unknown and the number

of people who were using the project area was small, the
Corps had not adjusted its benefit projections. The dis-
vt r‘;:br‘uh{;r ..Jfrou t—n_‘G-‘ AR Rarert) rho ,"nr_nn‘ A R R e T T
L = - e e F R R -Ea \tv'nr *“‘-"‘—""““j :}hL—U
tices were less tLhan ar exact science, inclusion of current
visits, 1f known, would change the prejection very little,

LABLE
gEST DOG\)\\I\E\\\T VAR
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State officials said the 1,126-acre summer pool was not
as large as they would lilke to provide for expected visitors
and the lower pool would restrict genereal creaticn even

more.

The State's 1975 outdoor recreation plan projected no
need fc- water-based recreatlicn in *:m ““n‘:‘ct -’e-;l-:‘r; until

the year 2020 but emphasized furni
satisfy local needs. In addition

F
vying +h nogsibility of add Ve
-.L-u_x in Lhne e -M‘LAI-V o

Indlana NMatural River System.

et

Bureau of Outdoor Recreatlon views

The Bureau of Outdoor Recreation's Lak

gion commented on project recreation plans

letter to the District Encineer. The let
"In sumnmary ¥ * * the proposed project would ap-
pear to significantly impact on the recreational
environment, while providing a moderate net in-
crease in recreation opportunities

fiable and gqualitative valies which would he lgs

shoula be considered as cosl: of thne project.”

A planner of the Lake Central Region tola us there had
been no change in the region's views since July 1374. He
sald the State pnlanning region in which the proposed proj-
ect is located needed 1mooundod and natural-flow water for
recreation but said it would be inappropriate for the Bureau
to judge the type of recreation most needed. In his opinion

oL
only the State can make this decision.

According to the Bureau planner, the
Corps ured to compute recreation benefits probab ly was
understated because it did rot include a factor for infla-
A Corps official tecla us that 1t normally was not
to consider factors for inflation in
of proposed projects. In contrast,

ioued the Corps® initial day-use
r 1988, =aying that experience
m 10 te 15 years te reach this
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HYistory of State cooperation D, L1l b3

On tiarch 7, 1967, the Indiana General Assembly approved
a law authorizing the Departnent of Natural Resources to
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cooperate with the Cotps in plinning,
ing, and maintaining che Big Pine Lax
A bill to amend the 1867 Indiana
Big Pine Lake projeet, was latrouucsd
Guring the last session of tne lLndian
The Indiana House of Representatives
by a vote of 63 to &, The amendment
committee of the Indlana Senate for ¢
¢f the Indiana Houss Of Kebresentativ
amendment had not yet been repcrted o
The 1969 and 1971 Indizna Genera

priated funds totallng $110,000 for t
to a State officia., these appropriat
they had not been used tne

advised during curt w1ld work thac
designated for project cost sharin
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In darch 1572 Corps asked th
agreement to assume its share of the

(14

law,

on Januar

by d

11

approved

then
es told us tha
ut cf committee.

1 Assemblies appro-
he project. tLeccordin
ions had Jansea becaus

escrived time., Wwe werse
ate funcds nad not heen
ces included & reguest
L submiszssion. This e~
e's construction appro-
April 320, 1575, by both
rs. Depvartrent ofificials
11 formally commit it-
Ssharing wro’cct 1elira-
Cotherd wal oo ourgerd.
egst a veer before the
itien for dam construc-

e State for a written
project's recreation

costs, Section 221 of the Flood Control Act of 1970 requires
such &n adrgelent bzfiore construction can begln. In 1972
the Corps turnished the State with a draft contract for re-
vigw and Cconments. The State returned this draft with tech-
nical changes dealing with the State's authcrity tc partici-
patc in the project and changes to meet legal requirements
of the Indiana attorney genecal The Louzisville district
counsel felt these changes made Corps approval of the con-
tract cGoubtful. In August 1974 the Coroq furnished the
Statc with another draft contract in z form acceptable oy
the Corps. As of Auguct 6, 1%75, the State had not 1ndi-
catea “tg acceptance of the contract. On June 2, 1875,
however, the district received g letter from the ”e“argnﬂnt
of Natural Rescurces stating ivs intention to participate

REST DOCUMENT AVAILABLE
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ag spongor of the Rig Pina Laks nrodact gubiect to future
fundlng oy the U.S. Congyress and the Indiana General Assembly.
INTEREST AND DISCOUNT RATE
In its economic mvaluation of the project, the Corp
uses a 3-1/d-percent interest rate for dxocountlng future
benefits to presant values and computing costs or otherwise
converting nenefits and costs to & common time pasis. The
water Resources Development Act of 1974 (Public Law 93-251)
prescribes the formula for estanliisning the interest rate
to be used in formulating and evaluatine plans for water
resource projects. According to the act, the rate for proj-
ects authorized pefore Jaruary 2, 138%, will be the rate
in effect immediately pefore Decoemper 24, 1968, if the ap-
propriate non-fFederal intirests nave glven satisfactory as-
surances to pay the reqguired non~federal chare of project
costs before December 31, 1563. Thz ruif 1n effect imne-
diately before December 24, 1948, was 3-1/4 vercent. 1
Corps considers the 1947 law epprovsd by the Indiara
Assemoly as satiszfactory zsisurapos ither ths act
ive lative N13SNSTy oo lnaNes fitutes 3
fact ssurancas.
ADDITINNAL VIEWS OF CPTZ}PS ANUD PROPONENTS
Commants of oriti yannents mav he fagnd in
arioun records woich 2 roo rh ATPEID S TR e
nclude recent congrennional he .i1njs an. Corrz- and Stote-
ponsored puolic hearings pertinent to “he project. The
rivics? primary concern ig the rmrodiect's jrrevarcinla
amage to the natural environment, On the other hand pro-
onents claism cuch domegs would bz minimal and that the
roject would attract new businesses, with an attendant
ncreas2 in the area's general econony.
We did not ent on this
reporc,  ve did witn Louis-
ville pizstrice
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BEST DOCUMERT AVAILABLE



ko you,

we hope this information is of help in
you may ha

pe glad to discuss any further gquestions

Singsetzly yours, 4
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