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SUMMARY:  
This item would approve a supplemental appropriation in the amount of $3,000,000. This expense is a general fund backed item related to a lawsuit settlement. 
BACKGROUND:  

In August 2008, the Cedar River and Soos Creek Water and Sewer Districts filed a lawsuit in the Pierce County Superior Court alleging that certain Wastewater Treatment Division [“WTD”] expenditures constituted a breach of the basic sewage disposal agreement and violate the King County Charter and the local government accounting statute, RCW 43.09.210.  Plaintiffs asked that these expenditures be repaid by the county general fund to the water quality enterprise fund and from the water quality enterprise fund to the plaintiffs and the nominal defendants.  In total, these claims could have far exceeded $100 million. The County successfully narrowed the case through a series of summary judgment motions.  The remaining claims were tried.  On March 15, 2011, at the conclusion of a five-week trial, the court ruled in favor of King County on all the claims that remained in the case, except for one claim that the court determined in favor of the Districts.  That claim was found by the court to be valued at $2,000,000, together with an additional amount of pre-judgment interest of $1,000,000.  The court has just entered Findings of Fact, Conclusions of Law and a Judgment. 
Following entry of the judgment, the County must deposit into the Water Quality Fund the amount of the judgment ($3,000,000) (including damages and pre-judgment interest costs). Timely payment of these amounts is important because there is a 12% post-judgment costs associated with delaying that payment. 
It is presently unknown whether either plaintiffs or King County will appeal the trial court judgment.
ANALYSIS: 
Through a vigorous defense of this case, the County was largely successful in defeating the plaintiffs’ claims and thus the potential financial exposure of the County. The alleged liabilities in the initial court filings far exceeded the ultimate amount of the judgment.
The County now has a legal duty to deposit the judgment amount into the Water Quality Fund. 

The 2011 adopted general fund financial plan included a Risk Mitigation Reserve to address the potential negative effect of lawsuits against the county. The Executive proposes to fund this judgment amount out of that reserve. 

Additional discussion of the merits of the case or possible appeals, legal strategies or other specific questions would best be handled in a future executive session as the case is still ongoing. If an executive session is necessary, we will schedule it for members at a subsequent meeting. 

REASONABLENESS: 

The County now has a legal duty to deposit these funds, as such, approval of this ordinance, and use of the Risk Mitigation Reserve would constitute a reasonable business decision. 
INVITED:
Dwight Dively, Director, Office of Performance Strategy and Budget
Verna Bromley, Senior Deputy Prosecuting Attorney

ATTACHED: 
1. Proposed Ordinance 2011-0293
2. Signed Order and Judgment

3. Findings of Fact and Conclusions of Law

