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STAFF REPORT
SUBJECT:  AN ORDINANCE that would move previously approved expenditure authority for flood mitigation from one subfund to another and would extend two due dates – one for budget authority elimination and another for a report deadline.  
SUMMARY:

Approval of Proposed Ordinance 2010-0279 would:

(1) Authorize the movement of expenditure authority for flood mitigation from the Building Repair and Replacement Fund (BR&R) to a newly created fund, the Green River Mitigation Transfer Subfund, and
(2) Postpone the expiration date of the flood preparation budget by rewriting an expenditure restriction in the budget ordinance, and
(3) Postpone the deadline for the facility assessment report.  
This ordinance advances the Council’s priority of Financial Stewardship by following best practices for the supervision of bond anticipation note (BAN) proceeds designated toward flood mitigation in the Green River Valley.

BACKGROUND:
In October of 2009, the Council adopted Ordinance 16680 that provided $34.6 million to prepare county facilities so that high priority service delivery would not be interrupted in the event that Howard Hanson dam structural faults resulted in flooding in the Green River Valley.  Just over $27.2 million was appropriated in the Building Repair and Replacement (BR&R) Fund to cover costs associated with General Fund proposals.  Of that amount, $17.1 million was for preparation, with an additional $9.9 million for contingency requests.  
The Council adopted this funding strategy to allow flood mitigation costs to be centralized in specifically identified capital projects.  This approach was approved to facilitate consistent accounting costs for FEMA in a format acceptable to them, which was critical for reimbursement purposes.  As a best practice, the ordinance separated all flood related expenses from the county's non-flood related costs.  This approach was considered highly desirable for audit purposes, insurance claims and in preparing for any FEMA or other government disaster funds which may end up being available.
ANALYSIS:
If approved, Proposed Ordinance 2010-0279 would change the subfund from which flood funding would be expended and would also amend proviso expiration and due dates associated with flood mitigation.

Changes in Expenditure Authority

The funding source for the flood mitigation appropriations is bond anticipation notes (BANs)
, which were also approved by the Council in October 2009.  The $27 million BAN was “sold” in December and approved by the Council in Motion 13100.  

Ordinance 16681 created the Green River Flood Mitigation Fund for the deposit and management of BAN proceeds.  This ministerial function is a best practice to ensure supervision of the proceeds and segregation of the BAN funds from other county funding sources.  
Proposed Ordinance 2010-0279 would disappropriate $27,225,374 of previously approved flood mitigation funds from the BR&R fund and reappropriate the same amounts in the new mitigation subfund.  Essentially, this action could be considered an interfund transfer.  

Changes in Due Dates

The 2009 budget ordinance, Ordinance 16312, was also amended by Ordinance 16680 to include an expenditure restriction and proviso regarding flood mitigation.  
Expenditure Restriction ER5 states that:

“No funds from this appropriation may be expended or encumbered after June 30, 2010.  Any funds remaining from this appropriation on July 1, 2010, shall be disappropriated and reappropriated to a flood prevention reserve fund within the general fund financial plan to provide for ongoing Green River valley flood mitigation purposes.”
This proposal would postpone the expiration date for the flood expenditure and encumbrance from June 30 to September 30 and extend the disappropriation timeline from July 1 to October 1.  Although building protections and preparation work will be substantially complete by the end of June, the time needed to process invoices and other reimbursements will need to be extended into the summer months.  According to the Executive, the later expiration date will also provide FMD staff the continuity needed for flood planning and preparation of FEMA reimbursement submittals, as well as authority to manage temporary relocation space lease costs at Park Place, Renton Technical College and the Airport Operations Center.

Proviso P13 states that:
“Of this appropriation, $100,000 shall not be expended or encumbered until the executive transmits and the council receives a facility assessment report which shall be due to the council by June 30, 2010.  The assessment report shall propose a Green River valley potential flooding mitigation strategy and funding proposal that covers the next three to five years.”
Proposed Ordinance 2010-0279 would postpone the deadline for the facility assessment report from June 30 to August 31.  According to the Executive, the additional two months would allow FMD to consider and incorporate an updated flood risk assessment that will be provided by the United States Army Corps of Engineers this summer.
REASONABLENESS:
Approval of Proposed Ordinance 2010-0279 would (1) allow flood expenditures to be tracked in a BAN subfund and (2) extend deadlines for flood mitigation expenditures and reporting requirements.  These changes would constitute reasonable business decisions.  
INVITED:
· Kathy Brown, Director, FMD

· Sid Bender, OMB
· Bobbie Faucette, OMB

ATTACHMENTS:
1. Proposed Ordinance 2010-0279, including Attachment A
2. Transmittal Letter, dated April 29, 2010
3. Fiscal Notes
� $7.4 million was also appropriated in the Wastewater Treatment Fund in Ordinance 16680.  This funding was split between two capital projects – providing $6.4 million for flood preparation and $1 million for contingency needs.  Funding would be from WTD fund balance.  
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