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FLOOD PROJECT COORDINATING COMMITTEE

Finance Sub-Committee

DRAFT OF MINUTES

Tuesday, June 6, 2006 – 1:30 p.m.

Caucus Room, 2nd Floor

 Washoe County Complex, Building A

1001 East 9th Street

Reno, Nevada 

1.
  CALL TO ORDER AND ROLL CALL *– Determination of a Quorum 
Chair Sferrazza called the meeting to order at 1:36 p.m.  A quorum was established. 

VOTING MEMBERS PRESENT:

Jessica Sferrazza, Shaun Carey, Bob Larkin, 


Judy Moss, Katy Singlaub
 

VOTING MEMBERS EXCUSED:
Charles McNeely

VOTING ALTERNATES PRESENT:
 
 Leann McElroy, Chief of Staff, City of Reno
2.      APPROVAL OF AGENDA

It was moved by Member Larkin, seconded by Member Moss, to approve the June 2, 2006, meeting agenda, as written.  The motion carried: Members Carey, Larkin, Moss, Singlaub, and Chair Sferrazza assenting. Member McNeely excused. 
3.     *PUBLIC COMMENT   

For all items on or off the agenda, limited to three (3) minutes per person
There were no public comments.

4. Flood Project Cost Model UPDATE
    Naomi Duerr, Director, Truckee River Flood Project
A look at total estimated project costs, including construction, inflation, contingencies, project management, and updated land acquisition costs.  Discussion of Corps of Engineer’s latest cost estimates.  
Director Duerr outlined the cost of the project, indicating in 2004 the Truckee River Flood Project was estimated to cost $350 million by the U.S. Corps of Engineers (Corps). In January 2006, based on increased land values, Director Duerr suggested that a project cost of $600 million would be a more accurate estimate, creating a funding gap from $42 million to $192 million.
Working with Mr. Sherman, and consultant Hobbs/Ong and the PMF Group, Director Duerr began working on identifying viable funding options. Providing more explanation on costs, “land” costs include land, easements, right of way, relocating utilities and disposal areas, which increased initial land cost from $112 million to $273 million. Initial construction costs in downtown included bridges only and not floodwalls, increasing the estimated $30 million to $57 million for downtown. The meadows estimate held firm at $208 million. 

However, Director Duerr noted that no funding was included for downstream restoration, boosting that segment of the project from zero dollars to $120 million. The downstream restoration is essential to armor the river, repair channelizing damage and solve water quality problems. This increased the cost estimate from the initial $350 million (a figure derived by averaging costs of the initial project options by the Corps) to $658 million.

Member Larkin asked if the increased water quality would increase our ability to discharge treated water into the river and if so, by what percent. Director Duerr agreed that it should increase ability to discharge but did not have a percentage. Greg Dennis said it might increase the ability to discharge treated water into the river possibly by as much as 25%, but stressed this is a preliminary estimate only and more work would need to be done to address TDS issues before arriving at a firm number.

Director Duerr discussed the upcoming summit between leaders of the Pyramid Lake Paiute Tribe and the Secretary of the Army. She referenced the 101618 agreement, and indicating the Tribe is concerned about the fact that the river has not yet been restored. The Tribe indicates they are missing water and referred to Numana Dam and Marble Bluff. Discussion ensued regarding the dialogue between the Tribe and the Army. Greg Dennis mentioned the Lake Terminus Program might factor into these discussions.
Discussion ensued regarding the integrity of the $120 million figure.  Member Sferrazza asked if the $120 million figure included the Numana Dam, Marble Bluff and other restorations mentioned. Director Duerr indicated that it did not include those particular restorations.

Director Duerr indicated she had received a call from Tim Kelleher at the Corps indicating that the revised recon costs were estimated at about $670 million, verifying what Director Duerr’s cost model was already indicating. Mr. Kelleher  indicated the Corps will solidify recon costs, providing an “apples to apples” comparison for the 50 year, 100 year and 125 year levels of protection, by late June or July. Based on these figures, the Corps will generate a number of alternatives and likely select the project with the greatest cost-to-benefit ratio, which is not necessarily the least expensive project, deciding which project may have the best feasibility.
Member Sferrazza asked about Director Duerr’s experience in Florida relative to cost-to-benefit analysis with Corps’ projects in the past. Director Duerr explained that her staff had performed their own project cost analysis. Member Sferrazza asked Mr. Kelleher about the Corps’ cost estimates’ 30% to 40% variation. Mr. Kelleher indicated that Director Duerr’s cost estimates appeared to be “in the ballpark,” and did not feel the costs would vary by 30-40%. Mr. Kelleher indicated that rising real estate costs and unknown factors associated with downstream restorations might drive up costs.

Director Duerr indicated that present cost in today’s dollars is $658 million, and future number, lifecycle costs over 30 years, including inflation are estimated at $891 million.  Chairperson Sferrazza asked the city managers for their input on the estimated costs. 

When asked how much we could expect to get from the Corps on an annual basis Director Duerr indicated she spoke to Brandon Muncy, Mr. Kelleher’s boss, who indicated that the maximum cost nationwide is $50 million per project per year, and estimated about $40 million per year for this project.

Member Carey indicated that today’s estimates are good, but will increase and he is looking forward to better numbers by the end of July and the best estimate by the end of the feasibility study.  He added that the committee should be prepared for these numbers to increase and stressed the need for solid cost estimates to avoid explaining continuing change orders. Director Duerr concurred. 
Member Singlaub also agreed with member Carey’s statements and said the distinction about the reconnaissance level project will answer a lot of questions and added that we are coming to a critical path in the project where we are arriving at a significantly refined estimate. She expressed concern about the local capacity to fund the project and stressed it would take everyone in the community to move forward with this project.
Member Carey stressed the importance of looking at this project from a holistic standpoint, including water quality, water resources and combining those goals.

When asked about the timing of the firm estimate on the project Mr. Kelleher indicated that we could go public with the cost estimate when we sign the project cooperative agreement, which is a few months preceding the construction. Director Duerr clarified that the Chief’s Report would be submitted in August 2007, and it would go to Congress for authorization and funding and it is around that time that we would sign the project cooperating agreement (PCA) in late summer 2008. Mr. Kelleher indicated that the Chief’s Report would have a pretty solid cost estimate.
Chairperson Sferrazza discussed the area of the Huffaker detention area at 850 acres. Director Duerr discussed the Corps’ National Economic Development Plan, and explained that this is the same as the locally preferred plan, which is being designed at the 100-year protection. Chairperson Sferrazza then clarified that for the 100-year protection level the project would require the 850 acre Huffaker detention area.

Member Larkin expressed concerns with escalating project costs related to the rise in oil prices. Further, he stressed that he did not want to hamstring the project based on unsuccessful negotiations with the Pyramid Lake Paiute Tribe. He indicated that the purpose of this project is not to undo 150 years of unsuccessful negotiations with the Tribe and asked Mr. Kelleher to convey this to the Corps’ representatives at the upcoming summit.

Mr. Kelleher indicated that it is important to listen to the Tribe’s concerns and react in concert with the project sponsors and community. Member Larkin indicated the project wants to work with all parties involved and stressed that this project will not rectify all of the issues with river that have occurred over the last century.

Director Duerr indicated that the increased estimate of $670 million still meets the cost-to-benefit ratio due to increased property values and projected estimates of damages should another 100-year flood event occur again. Mr. Sherman indicated that his staff is currently working on the estimated damages. Director Duerr indicated it appears that damages would easily hit the $900 million mark, barring any additional development.

Lastly, Director Duerr indicated that we are in partnership with the Corps on this project and our ultimate goal is to get the project authorized by Congress, who will give the project a 20% spread at most. If the project exceeds that cost we must go back to Congress. Therefore, we need to estimate our costs to a level that will avoid our need to return for additional Congressional funding and then strive to stay within that budget.

Director Duerr discussed cash flow projections and provided a hand-out discussing the $100 million working budget, indicating that we are still paying off the EOC debt service. Director Duerr added that some of the land has already been purchased as an asset to the project, but added we still expect to purchase another 60 acres from UNR and 40 acres at the airport and several others. Currently, Sparks is undertaking the first of the TRAction projects, estimated at $25 to $30 million. In all, the expected annual budget is about $112 million and we anticipate a shortfall by June of 2008.

The second hand-out addressed the FY 2009-10 budget, which includes Huffaker expenses, and stressed that we have limitations and urged the committee to consider the state legislature’s biannual operating calendar.

Mr. Sherman indicated the EOC will be paid off in 2029 and the public safety center will be paid off in 2010, which may yield another $30 million in the next four years.
5. RESULTS OF THE STUDY OF ADDITIONAL FUNDING OPTIONS FOR FLOOD  PROJECT

John Sherman, Finance Director, Washoe County

Naomi Duerr, Director, Truckee River Flood Project 

Results of the Consultant Study (Hobbs, Ong and Associates, Inc. and The PFM Group) and mapping efforts to analyze various additional funding options for the flood project. Possible direction to staff to maintain or amend direction of study.

Mr. Sherman discussed Table II. Member Carey clarified that within the next 21 months we will have a funding shortfall and by 2007 we have to have the local funding lined up to sign the agreement. Director Duerr indicated that we will have accomplished a lot of our responsibilities by then, especially deliver the lands for the project. Director Duerr will have a more exact date on when the money runs out. Member Carey clarified his question and asked when the local funding sources would need to be lined up in order to sign the PCA. Member Singlaub indicated it was by August 2008. 
Further clarification was added, indicating that if we are going to sign a PCA in August 2008 which designates a project that you’re going to build, do we have to have all the land acquired before we build? Member Larkin clarified that Congress would act on this in time for the 2008-09 budget. Mr. Kelleher deferred to the Corps’ financial assistant, Jerry _______, regarding the funding. Jerry ______ indicated that the PCA must be approved by the commander and accompanying the PCA is a statement of financial capability that comes from the sponsors, which contains the substantive information on how the sponsors plan to meet their financial obligations.
Member Carey asked Director Duerr if it would be fair to state that in the interim this committee would need to find a fairly sizeable chunk of money to continue efforts on a logical course. Director Duerr concurred with this statement, adding that if the project does not secure funding by 2008 we won’t be able to sign the PCA and the project will go unfunded for about two years, until we can re-do the bonds.
Member Larkin asked Mr. Kelleher about a statement of financial capability relative to the timing of the Corps’ 2008-2009 budget, expressing some concerns about fine-tuning the budget numbers before the critical fiscal year deadline. Director Duerr stated that she would monitor the Corps’ and Congressional funding processes through our lobbyists in Washington, D.C. 
Mr. Sherman reviewed his hand-out with the total budget funding request of $891 million, indicating that the current increment of sales tax would allow the county to issue about $68 million in additional debt. However, $16 million of the $21 million line of credit has already been authorized for land purchases, leaving us about $4 million in the line of credit.  When asked by Chairperson Sferrazza about the amount of cash on  hand, Mr. Sherman indicated there was about $32 million cash on hand.
Mr. Sherman discussed other debt financing components; the Certificates of Participation issues to finance the public safety training center paid off in 2010, which will free up $2.3 million a year, which allows us to issue new debt financing that should generate about $30 million annually. The remaining items on the list included NDOT’s in-kind, local land contributions, and assets (Mill and McCarran, Edison, Steele Ranch), for a subtotal of $152 million in funding capacity. This leaves a gap of about $319 million

He pointed out that there are two components of the $319 million gap; $50 for O&M, which is not debt financed and is therefore subtracted from the $319 million, leaving a funding gap of $269 million of additional debt financing needed for the project. Adding the debt financing for this project and the cash flow needed for O&M, it equals about $19 to $26 million a year – additional funding on top of the $9 million. Mr. Sherman reminded the members about a couple of additional factors to keep in mind; 

· There are several ways of structuring the debt, which may give us more money, but come with higher risk.

· Debt service will escalate 1% annually for the term of the debt due to growth in sales tax, growth in land values, etc.

· We only assume a one-time debt coverage, requiring credit enhancement to this debt.
· Strict revenue bonds will not yield a high return, so we want to go with a GO bond.

Adding the $9 million to the $19 to $26 million, it gives a total annual funding need of $28 to $35 million. Reviewing the Hobbs/Ong Associates and PFM reports, two firms experienced in doing revenue reports for municipalities across the nation and are familiar with projects in Nevada.

Summarizing the 15 options provided by Hobbs/Ong, Mr. Sherman stressed the nexus between revenue-generating mechanisms and the type of project we are building, and came up with six top items: a 1/8% sales tax $9 million; DMV registration tax $9.7 million; impact fee on floodplain development $0.5 to $1 million; Real Property transfer tax $1.5 million; Special assessment district charge $15-25M; Flood control district charge $15-25 million.

Regarding the last two options; Special Assessment District (SAD) Charge and Flood Control District Charge, Mr. Sherman referred to flood maps included in the packets. The 1997 flood, showing the parameter of floodwaters in that event, indicates the parameter for the special assessment district. Naomi indicated that with the construction of the flood project the areas along the north bank of the river would be dry; the airport would not flood and the UNR farms, though it would flood, would be protected by levees. 

Chairperson Sferrazza asked if the flood project could levy an SAD on another municipality (Sparks). Member Singlaub indicated there is a process by which the property owners would be noticed on such actions and that there would be a concerted effort to work together on this.

Mr. Sherman discussed an SAD per parcel/per year charge of $7,800 to $9,600 generating between $15 to $25 million. On the last option, flood control district charge, the consultant considered an assessment of $1.63 to $2.34/per year/ per $100 assessed valuation. Mr. Sherman pointed out that “assessed” valuation is usually equal to about 35% of a property’s “taxable” value. Discussion ensued on this point.

Currently, as points of reference, the rate for properties in Sparks are assessed at $3.62/$100, and properties in Reno are assessed at $3.65, stressing that this is an “assessment” and not a property tax per se.  Member Singlaub indicated that any further analysis would be tied to benefits of the residents in the district.

Mr. Sherman indicated that an engineering consultant would be brought on board in formulating an SAD, to determine the benefit based on past flooding history of parcels involved. An economic cost benefit analysis would also be performed for parcels that may have contributing factors to flooding, such as large paved impermeable surfaces (parking lots, warehouses, malls, etc.). Thus, factors that contribute to flooding will be analyzed as well as the impacts of keeping the local economy from shutting down should another flooding event occur.

Mr. Sherman indicated that a property “taxable” at $100,000 would be “assessed” at $35,000. A flood control district charge at $1.63 per $100 of assessed value would equal $570.50 annually.
In order to spread the financial burden across a larger population, Mr. Sherman recommended bundling these options. Referring to Director Duerr’s report, he indicated that any or all of these top these six options could be implemented to varying degrees in order to meet the projected shortfall within a certain period of time.

Chairperson expressed concern that some property owners would pay more for a SAD annual assessment than they would for their property tax, depending upon depreciation. Mr. Sherman said that part of the analysis includes cost savings on flood insurance. Member Larkin pointed out that these were equity questions and suggested there those be analyzed in a separate conversation.

Mr. Sherman indicated that equity issues could be analyzed during a more in-depth analysis. Indexing the flood damage costs of 1997 to a similar flood in today’s dollars with today’s development would probably cost about $950 million in damages, which does not include lost wages or lost income.

Director Duerr noted that the flood project would also have the potential of significantly lowering flood insurance premiums, suggesting that a percentage of those savings could then be used to flood project. 

Member Larkin asked that the committee look at large one-time sources of revenues, such as $100 million in the state’s surplus. Director Duerr indicated that this type of funding would demonstrate to Congress that the committee is earnest in finding local funding for the project.  

Chairperson Sferrazza asked about the availability of sales tax revenues or bond sold for the Ballardini. It was pointed out that receipts from that were specifically for that project.
Member Singlaub indicated there are State Question One monies available as a possible source, though it is not a lot, but there is $10 million for the Truckee River available there – some of that has already been used for the kayak park in downtown Reno.

Director Duerr pointed out that only about 10% of the flood projects in Las Vegas are COE projects because 90% cannot meet the Corps’ cost-to-benefit ratio, even though Las Vegas conducted a cost-to-benefits analysis that included lost wages and lost income to business.  Our consultants have recommended we do a similar analysis. Member Larkin recommended we undertake a similar study and bring those findings to the August meeting.

Member Singlaub pointed out that there may be some lands available for Southern Nevada Public Funding, perhaps downstream along the river, and we might want to consider partnering with the BLM because there is some sensitivity to that land and a public purpose. Currently, there’s $2 million in that account.

Community Survey – Funding Options

Director Duerr introduced Ms. Sara Hart from InfoSearch to provide analysis for the survey. Chairperson Sferrazza pointed out that based on the survey, growth, development, open space, over-crowding and overdevelopment seem to be the biggest issues of concern. Further, a connection can be made that there’s an overwhelming connection to open space with the Huffaker project. This provides us a unique opportunity to ensure public safety and provide open space for the community.

Ms. Hart explained that in terms of the survey, flood management was a priority for a majority of residents and that the River is not a “distant landmark,” but a direct factor in their lives. Member Moss indicated that education about the project, especially the open space component is a message that resonates.

Member Singlaub asked the committee to develop the key messages that would move people. The survey provided good information on what the public is thinking. Ms. Hart pointed out a supplemental report that provides information broken down by districts.
Member Larkin indicated that the survey findings show that a sales tax is not a viable means to fund the flood project, and did not feel it would pass if voted on.  Chairperson Sferrazza voiced her reluctance to impose a burdensome SAD or flood district charge on property owners. Member Moss echoed Member Larkin’s concerns regarding the likelihood that a sales tax item would be defeated on an upcoming ballot.

Member Carey expressed the need for education and suggested that a solution might be to bundle a series of funding efforts that won’t lose public support. His reluctance to put a flood control sales on the November ballot was based on the need for a successful package, reminding the committee that we will only get one shot at this with the legislature. Further, he reminded the members that our final recommendations to the legislature must be ready to present by November 1.

Chairperson Sferrazza asked Member Carey for support on a viable funding option. Member Carey indicated that the $1.63/$100 would not be successful and may result in a blighted economic zone if businesses close up and move out. He indicated he was not opposed to an SAD, but we need to find a solution that won’t break the economic backs of the “mom and pop” businesses that operate in the Sparks industrial zone. 

Member Singlaub reiterated the need to know before November if the public believes in the bundling concept, seeking an equitable funding formula with a nexus to the project.

It was moved by Member Larkin, seconded by Member Moss, to direct the Finance Subcommittee to recommend to the full body of the FPCC to direct Director Duerr to concentrate on all options, particularly the top six of the 15 options, other than sales tax, as well as options to go to the legislature to ask for a one-time funding from SNPLA; to hire consultant(s) as needed to assist staff and Finance Director John Sherman to conduct an economic sensitivity analysis to gauge what the market can bear regarding the funding options discussed to underwrite the flood project.  The motion carried: Members Carey, Larkin, Moss, Singlaub and Chair Sferrazza assenting; and Members McNeely absent.

Discussion ensued regarding specific types of consultants to undertake cost-to-benefit analysis on the SAD and the flood district’s economic cost-to-benefit ratios.

It was moved by Member Larkin, seconded by Member Moss, to direct the Finance Subcommittee to recommend to the full body of the FPCC to direct Director Duerr and Finance Director Sherman to hire an SAD engineering consultant to conduct a cost-to-benefit analysis for the SAD and hire an economic consultant to conduct the cost-to-benefit analysis for the flood district.  The motion carried: Members Carey, Larkin, Moss, Singlaub and Chair Sferrazza assenting; and Members McNeely absent.

6. *SUBCOMMITTEE MEMBER COMMENTS, REQUESTS AND FUTURE AGENDA ITEMS
Discussion ensued regarding the date, time and place for regular meetings of the Finance Subcommittee. There was a consensus among the members to meet on the first Tuesday of the month at 3:00 PM in the Caucus Room in Building A of the Washoe County complex at 1001 E. Ninth Street in Reno. However, since the first Monday of July is the 4th of July, the committee members agreed to hold their next meeting on Friday, July 7th at 3:00 PM in the Caucus Room.

Greg Dennis discussed a public relations program relative to sewer fees and the flood project. Member Larkin indicated this project is the largest public works project in Washoe County’s history – 70 times larger than ReTrac.

Mr. Sherman asked that the following items be included on the next agenda:

· ReTrac – how was their public relations and education structure set up.

· Working with liaisons from Reno and Sparks to help educate the public

· Break down the project into “Planning” and “Construction” phases and work with PIO’s Wright, Hendry and Mayberry.

The committee asked Director Duerr for an organizational chart of the flood project department, which she will provide at the next meeting.

7. ADJOURNMENT
It was moved by Member Moss, seconded by Member Larkin, to adjourn. The motion carried: Members Carey, Larkin, Moss, Singlaub and Chair Sferrazza assenting; and Members McNeely absent. The meeting adjourned at 3:40 PM.
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