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Executive Committee

Staff Report

	Agenda Item:
	4
	Name:
	Rick Bautista

	Proposed No.:
	FCD2013-XX
	Date:
	October 10, 2013



SUBJECT	

A resolution adopting the 2014 work program, operating and capital budgets, six-year capital improvement program, oversight budget, water resource inventory area funding and opportunity fund project list.

BUDGET COMPONENTS

Work Program 

The proposed 2014 Work Program (see Attachment 1 of the staff report) provides details about the operational budget.  While the general framework of the work program is similar to that used in prior budget, the 2014 proposal contains much more detail relative to the tasks in each component of the work program.  In addition, the work program identifies key changes from that of 2013, and the reasons for the changes.

Analysis:

As a result of discussions with the County, the following revision on page 5 of the work program:

“Program Summary:  Implement a comprehensive approach to preparing and educating citizens for flood events, coordinating emergency response and regional flood warning center operations during flood events, and ensuring consistency across basins for post-flood recovery actions. Build on existing flood awareness efforts by developing innovative tools using emerging technologies to increase flood preparedness and public engagement in flood risk reduction efforts. Public outreach and communication strategies will be guided by surveys and other methods that evaluate the effectiveness of outreach initiatives. Post-flood damage assessments may result in capital projects to repair damaged facilities.  Flood and post-flood activities are tracked with a unique project number so that expenditures may be submitted for any federal assistance that becomes available following a federal disaster declaration.”

Lastly, staff has recommended several revisions (aka “”Special Program Direction”).  These are shown in track changes in Attachment 1.   The intent of the staff recommendations (below) is to allow for clearer communication with and better oversight by the District. 

· Special Program Direction: The general communications protocol between the District and County shall be reviewed and revisions shall be subject to approval by the Executive Committee.

· Special Program Direction: Staffing for the communication work program shall be limited to one FTE.

· Special Program Direction: Protocols regarding notification of the District, prior to the beginning of work on innovative outreach projects, shall developed and transmitted to the District for its review and approval.

· Special Program Direction: The provisions relating to billing invoice detail within the interlocal between the District and County shall be reviewed and revisions shall be subject to approval by the Executive Committee.

· Special Program Direction: The contract for Advisory Committee facilitation shall be subject to review and approval by the Executive Committee.

· Special Program Direction: The County shall provide all requested data relevant to a capacity analysis that evaluates the rate of spending for implementation of the District capital program.1

1. The following s a draft of replacement text requested by District staff:
“Special Program Direction: Since the District was formed in 2007 much has been accomplished, while many of the assumptions about the work program and the necessary staffing capacity and organizational structure to deliver flood risk reduction services have changed. The District and King County commit to a collaborative evaluation of lessons learned over 6 years of implementation. This evaluation will include the collaborative identification of options and recommendations to ensure that the organizational capacity is well suited to provide the most efficient and effective implementation of the District’s work program.”



Overall Budget 

The following table is a summary of the overall proposed budget, which is a reduction of $40,595,604 from 2013.  
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Analysis:

Staff notes that this is a rather significant decrease, largely driven by 1) a cash fund balance of $38.6 million that assumes a 45% expenditure rate and 2) a budgetary fund balance of $22.5 million.

The $38.6 million cash fund balance is significantly less than the prior three years, reflecting a trend of faster implementation of capital projects.  However, the expenditure rate should not be viewed as the sole measure of efficiency in the implementation of the capital program.  As noted in discussions of both in the work program and district administration budgets, District staff recommends that an outside review of the capital expenditure rate may yield efficiencies.  The cash fund balance includes $7.5 million that is used for insurance purposes to ensure the availability of funding for unforeseen needs or emergencies.  Staff has no issues with this and notes that the financial plan should always have a cash balance sufficient to meet the $7.5M target for emergency response and insurance purposes. 

The $22.5 million budgetary fund balance[footnoteRef:1] set aside for implementation of projects identified through the corridor plans now being conducted on several watersheds.  The Advisory Committee report noted that the budgetary fund balance is conservative to reserve funding capacity for future implementation of corridor plans or responding to other emerging priorities.  [1:  The budgetary fund balance (which assumes 100% expenditures) should always be positive over the life of the CIP
] 

In addition, the report also stated: “Where corridor plans are underway or in development to inform capital project prioritization and design, implementation funds should be included in the 6-year CIP. These implementation projects should be viewed as placeholders pending completion of the studies and discussion of the results. Given the uncertainty regarding costs to implement these corridor plans, it is prudent to reserve some funding capacity in the later years of the financial plan.”

These corridor plans will be finished during 2015, so that these funds may remain unutilized for an extended period.
The proposed set aside poses several choices for the Executive Committee:
1. Accept the proposed set aside for use after respective corridor plans are completed.
2. Reject the set aside and re-allocate to projects within the respective watershed.
3. Use of portion of the set aside to allow early action projects identified during the development of the corridor plans.

Operating Budget 

The following table is a summary of the proposed operating budget, which is a reduction of $396,290 from 2013.  A detailed cost breakout for each operating area is contained on Attachment 2 of the staff report. 
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Analysis:

Staff would note that the Communications Specialist III that had in the past been totally funded through the “Flood Hazard Plans, Grants, Outreach” line item will be now be 50% funded through the capital program and 30% through the “Flood Preparation, Flood Warning Center” line item.

Staff is recommending one change to this operating budget.  The change would reduce the “Flood Hazard Plans, Grants, Outreach” line item by $83,654 to reflect elimination of a Communication Specialist II position.  NOTE:  This funding cut will be reflected in a reduction to the Flood Control Contract budget by that amount. 

Capital Budget 

The following table is a summary of the proposed capital budget, which is a an increase of $19.2 million over the 2013 adopted capital budget of $38,248,015.  Attachment 3 of the staff report provides a comparison of the 2013 projects and those proposed in 2014.

One of the key changes from 2013 relates to the budgeting of a number of corridor studies in several watersheds.  These corridor studies will be implemented through specific projects identified through the completed corridor studies.  
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The proposed capital budget in most ways reflects that recommended by the Advisory Committee, but also contains a number of changes to reflect changed circumstances that had not been considered at the time the Advisory Committee was meeting.  These revisions are described briefly on the following table. 

	Revisions from Advisory Committee Recommendation
	Cost Impact

	Cedar Riverbend. Grant revenue and expenditure are in county budget; remove from CIP and financial plan
	Neutral

	
Opportunity Fund correction: adjust to be 10% of (total levy - WRIA)
	Reduces expenditures by @ $410-$430K per year

	Seawall: Seattle requested 2015 funding in 2014; no change to total appropriation

	Neutral over CIP timeframe

	White River - Countyline project schedule adjustment to reflect most recent Phase-Gate timing provided to the FCD.

	Neutral over CIP timeframe

	Snoqualmie - Sinnema Quaale construction shifted one year due to coordination with WSDOT about project participation and cost-sharing. 

	Neutral over CIP timeframe

	Snoqualmie - Middle Fork Levee Improvements shifted one year due to preliminary design analysis and landowner discussions. Expected carryover from planning effort moved implementation project

	Neutral over CIP timeframe

	Record Office - Additional $150,000 needed for repair completed in spring 2013 due to right-of-way and contracting costs.
	Resolves negative budget; no additional expenditures.

	FEMA grant award; revenue-backed increase to Lower Snoqualmie expenditure
	Increases expenditures by $250,000; external revenue covers 87%.

	White River - A targeted flood-prone property just came on the market after the passing of the elderly owner. Sale to a private citizen instead of the Flood District would only perpetuate the risk and possibly lead to more requests for capital investments to protect the homes on this parcel.
	Increases expenditures by $375,000.



Analysis:

The changes from the Advisory Committee recommendation appear appropriate.   Staff however believes that the Seattle Seawall funding revision is most noteworthy.  The proposal to move forward with out-year funding may prove to be beneficial to both the District and the City in that acceleration of the project:
· Is cost –neutral for the CIP, no impact on other projects,
· Completes District commitment to this project a year ahead of schedule,
· Reduces District administrative cost to review project submittals and process invoices, and
· Reduces the overall project cost to City taxpayers by reducing financing costs for the project.

District Administration Budget 

The following table is a summary of the proposed district administration budget, which is a reduction of $13,134 from 2013.  It essentially represents a status quo budget.  However, it should be noted that the “Management & Support” line item used to fund a part-time consultant, but is now being used to fund a full-time staff person on loan to the District.
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Analysis:

The Executive Committee is currently in the process of hiring an Executive Director, who will be the first actual District employee.  The intent is to provide increased oversight over the operational and capital work programs.  The funding for this new Executive Director is reflected in the “Management & Support” line item of this budget, currently proposed at $265,225.

In addition, the Executive Committee has indicated the possibility of hiring additional staff (a public information officer and policy analyst) to support the increased District oversight.  In order to allow for these additional positions, the “Management & Support” line item should be increased.  Staff suggests that, at this time, the added amount should be equivalent to the amount by which the operating and capital budgets are reduced to reflect the cut of a Communications Specialist II position.  That fully-loaded cost amount is estimated to be $167,308.   Furthermore, these positions should have a proviso that they not be filled until respective job descriptions have been approved by the Executive Committee.

Staff would also suggest that this budget contain a proviso that the District hire a consultant to review King County’s efficiency in implementing the District capital program.  The proposed budget shows a reduction (from $67,080 to $38,191) in the “Other Professional Services” line item, from which such a review would be funded.  While the proposed amount is likely to cover the cost of such a study, staff suggests keeping this line item at the current 2013 level of $67,080. 





BACKGROUND DOCUMENTS

Organization Chart
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Staffing and Program Allocation
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ATTACHMENTS

1. Draft Work Program (redline version)
1. ILA Category detail
1. 2013-2014 Capital Project Comparison
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