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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
July 24, 2007
TO:
Mayor and Councilmembers

FROM:
Administration Division, Finance Department
SUBJECT:
Close Out Of 1995 Storm Fund
RECOMMENDATION:  
That Council approve the fiscal year 2007 transfer of $898,082 from the General Fund and $582,533 from the Streets Fund into the 1995 Storm Fund, funded from unappropriated reserves previously set aside for storm costs, to cover the balance of unreimbursed disaster costs from the January and March 2005 storms. 

DISCUSSION:
In January and March 1995, the City was hit by storms that caused considerable damage to City properties. These two events were federally declared disasters, which provided for federal and state reimbursement of a significant portion of costs incurred by the City for emergency response, clean-up and damage repair.

The total incremental costs incurred by the City for the two storms were over $5.7 million. Of that total, approximately $4.2 million was received from the State Office of Emergency Services (OES) and the Federal Emergency Management Agency (FEMA), leaving $1,512,859 in unreimbursed costs. Except for a small portion relating to the Airport and Downtown Parking Enterprise Funds, totaling $32,244, the unreimbursed costs relate to the Streets Fund.
The fact that certain costs were unreimbursed stems from: (1) the City had a matching requirement, as is very typical in local disasters; (2) the expansion of repair projects to include elements or enhancements not directly related to the storm damage; and (3) certain costs determined by FEMA and OES to be ineligible.

In anticipation of having to fund a portion of the disaster costs with local dollars, the City set aside reserves soon after the disaster in the General Fund and Streets Fund, which are now sufficient to cover the portion of unreimbursed costs attributable to Streets. 
The reserves set-aside in the General Fund, totaling $898,082, were generated from the portion of utility users’ tax (UUT) revenues restricted to streets. Prior to fiscal year 2004, 100% of UUT revenues were accounted for in the General Fund, and 50% was then transferred to the Streets Fund. Now, the restricted portion of UUT revenues goes directly into the Streets Fund. 
Clearly, there is no such thing as a successful disaster. However, agencies can minimize the financial impacts of a disaster through proper record keeping and documentation to ensure maximum reimbursement of eligible costs from FEMA and OES. Unfortunately, many agencies suffer through a virtual second disaster by not maintaining adequate records of disaster-related costs. In the case of the 1995 storms, the State auditors that performed the close out audit informed us that our records were the best they had seen. As a result, we received the maximum level of reimbursement we were entitled to receive. Moreover, because of prudent planning and foresight, we are now in a position to cover all unreimbursed costs from funds previously set aside and designated for such purposes.  The fact that the close-out of this storm fund is happening twelve years after the disaster is not at all unusual. It might have been possible to close the fund at the end of last fiscal year but Staff waited to make absolutely sure that all eligible project costs had been recovered. Unfortunately, this timeframe is typical of the reimbursement and accounting process for federally-declared disasters.

BUDGETARY IMPACT

The allocation of the total $1,512,859 in unreimbursed costs is as follows: 
General Fund



$    898,082

Streets Fund


     

      582,533

Airport Fund


        

        29,146

Downtown Parking Fund 


          3,098

Total



$ 1,512,859
If approved by Council, these funds will be transferred to the 1995 Storm Fund effective for fiscal year 2007, which will enable the close-out of the Fund. The transfers from the General Fund and Streets Fund will require an increase in appropriations funded from unappropriated reserves designated for storm costs. The transfers from the Airport Fund and Downtown Parking Fund will be funded from existing appropriated reserves and, therefore, will not require an increase in appropriations. 
PREPARED BY:
Robert Samario, Assistant Finance Director
SUBMITTED BY:
Robert D. Peirson, Finance Director
APPROVED BY:

City Administrator's Office
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