AGENDA

SOUTHWESTERN ILLINOIS FLOOD PREVENTION DISTRICT COUNCIL

10.

11.

BOARD OF DIRECTORS MEETING
April 21, 2010, 7:30 a.m.

Metro-East Park and Recreation District Office
104 United Drive, Collinsville, Illinois 62234

Call to Order
Jim Pennekamp, President

Approval of Minutes of February 17, 2010

Program Status Report and Budget Update
Les Sterman, Chief Supervisor

Presentation on Levee Accreditation and Flood Insurance Matters
Ken Hinterlong, Chief, Risk Analysis Branch, Mitigation Division FEMA Region V

Update on Levee Certification Inspection
AMEC Earth & Environmental

Report on Flood Insurance Costs
East-West Gateway Council of Governments

Status of Project Financing Activities
Kevin Hoecker, Vice-President, Scott Balice Strategies; Roy Torkelson, ButcherMark
Financial Advisors

Authorize Cost-Share Payments to USACE for Projects in the Wood River Drainage and
Levee District for Gravity Drain Reconstruction

Authorize the Chief Supervisor to Execute an Agreement with Dorgan-McPike Assoc.,
Ltd. to Represent the Council Before the Illinois General Assembly and Executive Branch
on Matters Affecting Financing and Reconstruction of the Levee Systems

Other Business

EXECUTIVE SESSION (tentative)

Adjournment

Next Meeting: May 19, 2010






MINUTES

SOUTHWESTERN ILLINOIS FLOOD PREVENTION DISTRICT COUNCIL
BOARD OF DIRECTORS MEETING

February 17, 2010

The regular meeting of the Board of Directors was held at the Metro-East Park and Recreation

District Office at 7:30 a.m. on Wednesday, February 17, 2010.

Members in Attendance

James Pennekamp, President (Chair, Madison County Flood Prevention District)
Dan Maher, Vice President (Chair, St. Clair County Flood Prevention District)

Tom Long, Madison County Flood Prevention District
Ron Motil. Madison County Flood Prevention District

John Conrad, Secretary/Treasurer (Chair, Monroe County Flood Prevention District)

Bruce Brinkmann, Monroe County Flood Prevention District
Paul Bergkoetter, St. Clair County Flood Prevention District
Alvin Parks, Jr., St. Clair County Flood Prevention District
Dave Baxmeyer, Monroe County Flood Prevention District

Others in Attendance

Alan Dunstan, Madison County Board Chair

Mark Kern, St. Clair County Board Chair

Delbert Wittnauer, Monroe County Board Chair
Les Sterman, SW Illinois FPD Council

Joe Parente, Madison County

Kevin Koenigstein, Monroe County Treasurer
Linda Lehr, Monroe County

Terry Liefer, Monroe County Commission

Ron Dell, Dupo Mayor

Rich Sauget, Jr., Sauget Mayor

Herb Simmons, East Carondelet Mayor

David Busse, U.S. Army Corps of Engineers

Alan Dooley, U.S. Army Corps of Engineers
Joseph Kellett, U.S. Army Corps of Engineers

Col. Thomas O’Hara, U.S. Army Corps of Engineers
Deanne Strauser, U.S. Army Corps of Engineers
Christopher Wilson, U.S. Army Corps of Engineers
Julie Ziino, U.S. Army Corps of Engineers

Maggie Hales, East-West Gateway Council of Governments
Randy Bolle, Prairie Dupont Levee District

Craig Brauer, TWM

Brooks Brestal, Horner & Shifrin, Inc.

Rich Bright, Trustee, City of Dupo

Tom Chapel, Tetratech

Kim Diamond, Husch Blackwell Sanders

Dave Diestelkamp, Jacobs Engineering

Darryl Elbe, Hoelscher Engineering




Walter Greathouse, Metro-East Sanitary District
Mark Harms, SCI Inc.

Kelly Hayes, Horner & Shifrin, Inc.

Pam Hobbs, Geotechnology, Inc.

Gary Hoelscher, Hoelscher Engineering

David Human, Husch Blackwell Sanders

Tom Juen, Jacobs Engineering

Charles Juneau, Juneau Associates, Inc. P.C.

Joe Juneau, Juneau Associatesm Inc. P.C.

Mary Kane, Stifel, Nicolaus, Inc

Brian Kelly, KMOX Radio

Jule Levin, Prairie DuPont Levee District

Mike Lundy, SW Illinois Development Authority
Steve McCaskie, Hanson Engineers

Jon Omvig, AMEC

Alan Ortbals, Southern Illinois Business Journal
Lisa Peck, Madison County Community Development
John Reinfort, Jacobs Engineering

Bob Shipley, Metro-East Sanitary District

Bill Stahlman, Tri-City Regional Port District
Mike Sullivan, Prairie DuPont Levee District
Chuck Unger, The Bank of Edwardsville

Rich Wilburn, Oates Assoc.

Dennis Wilmsmeyer, Tri-City Regional Port District
Harry Wilson, Husch Blackwell Sanders

Mary Beth Wilson, Tetratech

Call to order
President Jim Pennekamp called the meeting to order.

Approval of minutes of January 17, 2010
Motion was made by David Baxmeyer, seconded by Tom Long, to approve the minutes of the
January 17, 2010 meeting. Motion carried, all voting aye.

Presentation of Findings and Cost Estimates by Col. Thomas E. O’Hara, Commander, St.
Louis District, U.S. Army Corps of Engineers

Mr. Pennekamp asked Les Sterman to introduce Col. O’Hara and describe this agenda item. Mr.
Sterman indicated that we have asked the Corps of Engineers to provide a scope and cost
estimate for the project. Over the last several months, Corps staff has been hard at work on this
task. Mr. Sterman introduced Col. Thomas O’Hara, Commander of the St. Louis District of the
U.S. Army Corps of Engineers.

Col. O’Hara introduced his team responsible for the project, including Joe Kellett, Dave Busse,
Deanne Strausser, Julie Ziino, Chris Wilson, and Alan Dooley. Mr. O’Hara made a presentation
including a Powerpoint® slideshow (attached). He began by describing the situation surrounding
the uncontrolled underseepage adjacent to the Mel Price Locks and Dam. He indicated that the
levee is not in danger of imminent failure, but it is a serious situation for which the Corps has
developed a mitigation plan. The Corps has identified a cost of about $1.2 million to build the
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interim solution and to develop a proposal for a permanent solution, which they now estimate
would cost about $30 million. The District office has sent in a reprogramming request to their
headquarters and to Congress to obtain the funds necessary to implement the interim solution.
The interim solution will be to pond water in an area across from the Berm Highway which will
offset the upward pressure on this area during high water. Because the Corps has determined that
this problem was caused solely by the construction of the locks and dam, the cost of the project
will be 100% Federal.

He next discussed the data collection, analysis and cost estimate for MESD and Wood River. He
explained that earlier cost estimates had been based on historical data, but new borings have been
done that allow for more reliable cost estimates. Col. O’Hara noted that new data were showing
that conditions are worse than originally thought. This situation was first described at a meeting
of stakeholders in May, 2009. Col. O’Hara introduced an illustration showing areas where there
were deficiencies relating to the 100-year and 500-year level of protection and proposed
solutions, including relief wells, cutoff walls and berms. The cost estimates, while higher than
those produced earlier, are now based on good data.

For Prairie DuPont/Fish Lake, the Corps is well along on soil borings and will be complete on
underseepage analysis and cost estimates in September 2010. There is not sufficient funding at
this time to complete the Limited Reevaluation Report required to request a federal appropriation
for construction.

The next steps should be how we collectively proceed from this point. He described the steps in
the Corps project development process in each levee district. The Corps is cooperating fully
with the Council’s consultant doing the certification inspection. The next steps are to complete
the necessary project development reports to establish eligibility for federal funds for the
projects. At that point, the Council may choose to pursue federal funds or proceed using local
funding.

Col. O’Hara then described the functioning of various design features of levee systems and the
nature of the underseepage problems that are the primary deficiencies of the systems in our area.
He noted how decisions are made concerning the selection of design features that are the basis of
the cost estimates.

Col. O’Hara addressed a number of questions that have been raised in previous discussions,
including whether levee deficiencies have been exaggerated. He noted the formation of sand
boils in recent flood events beginning in 1993. While the levees are not in imminent danger of
failure, but there is a trend of continuing problems. 1993 was not the design flood; it was not a
500-year flood event, so surviving that flood does not necessarily mean that the levee system can
meet the authorized level of protection. Another question suggests that the Corps is
overdesigning levees. In fact, after the flooding of New Orleans from hurricane Katrina, the
safety factor of levee design has increased from 1.3 to 1.6, so design standards have indeed been
increased. Regarding the question of affordability, we have little choice but to move forward
with the project given the assets and people that are being protected behind the levees.

In conclusion, Col. O’Hara stressed that the focus needs to be on getting the levees fixed, and
continuing to communicate fully during the process. He again noted that the levees are not in
imminent danger of failure but the situation is urgent and we share responsibility for undertaking
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levee improvements. Federal funds will likely not be available in the timeframe that the area
leadership desires.

He then asked for questions from the audience.

Mr. Wittenaur asked about the continuing cost of pumping and maintenance for relief wells.
Col. O’Hara noted that this was taken into account in the design decisions.

Mr. Long asked if we provide the funds locally to complete improvements, how quickly could
we expect Federal reimbursement. Col. O’Hara noted that historical rates of funding were
between three and four million dollars a year. Mr. Long noted that those amounts were not even
the equivalent of the interest on the amount that the locals would have to provide for the project.

Mr. Pennekamp asked whether the completion date presented earlier by the Corps, 2044, was
still accurate, given the new cost estimates. Col. O’Hara responded that we would still be in that
range of time.

Mr. Dunstan noted that we in local government have produced our cost-share, but the Federal
government has not produced its share of project costs. He asked whether there was any
possibility of the Corps using some kind of bonding or borrowing approach to produce the
Federal share of funding. Col. O’Hara said that approach would take action by Congress since
the Corps is not authorized to borrow money. Mr. Dunstan went on to note that the interim
solution proposed by the Corps in the Wood River/Mel Price Locks and Dam was labeled as a
“flood plan” yet we are not allowed to consider “floodfighting” as a means to reduce risk of
levee failure. Col. O’Hara explained the difference between these terms.

Mr. Pennekamp suggested that the local leadership has indeed demonstrated a sense of urgency
and has attacked the problem aggressively. However, proposing a solution that we can’t afford is
to suggest no solution at all. He asked what the cost differential would be between the Corps
approach to the project, given the extensive “rulebook” that would be required, and a more
locally funded approach. Col. O’Hara did not have an answer to that question, but that it might
be possible to break up the project into locally funded and federally funded segments.

Mr. Kern suggested that the cost estimates aren’t complete because we don’t have estimates for
Prairie DuPont/Fish Lake. He asked whether money could be shifted from the Chain of Rocks
levee project to Prairie DuPont to catch them up to the other districts. Col O’Hara indicated that
this would not be possible since Chain of Rocks is a construction project and Prairie DuPont is
planning. He noted that an additional $660,000 in federal money would be needed to complete
the studies in Prairie DuPont/Fish Lake.

Mr. Sterman suggested that the additional $30 million for the Mel Price project should be
included in the overall cost of the project, since it would come from the same sources as other
project funds. He also noted that inflation was not fully accounted for in the cost estimates and
that real costs were likely to be much higher.

Mr. Sterman followed up on Mr. Pennekamp’s question about the affordability of the project,
since neither the Corps nor the Council had sufficient funds to pay for the design that was being
proposed by the Corps. He suggested that we need to find another approach to accomplishing
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the project. Mr. Sterman asked Col. O’Hara what he would be doing if he were in our position
with the Council. Col. O’Hara responded that we need to find other sources of money. He
stressed that we should not compromise design standards in trying to achieve a lower cost
project.

Mr. Pennekamp thanked Col. O’Hara for his presentation and asked him to be available after the
meeting for further questions.

Program Status Report from Chief Supervisor
Mr. Pennekamp called on Mr. Sterman for a report. Mr. Sterman noted the following:

Tthe Corps design proposal and cost estimate is a starting point, not a conclusion. We are
undertaking our own independent levee inspection and design process. That process is now
underway. Three consulting teams are preparing competing design concepts, for which we are
reimbursing them $75,000 each. Mr. Sterman described the nature of the design proposals that
we are seeking. Those proposals will include innovative designs, construction techniques,
procurement processes etc. He gave some examples of concepts that would reduce time and
costs to build the project. He indicated that April 30 is the deadline for submission of proposals.

Mr. Sterman described the ongoing work in financial planning, the legal and legislative steps to
delay the imposition of new flood insurance rate maps, the ongoing work on the economic
impact analysis by East-West Gateway and the Leadership Council, and the effort to address the
problems caused by the Governor’s Executive Order on floodplain management.

Mr. Sterman also reported on the recommended appropriation for the project in the President’s
2011 proposed budget. The total recommended appropriation is about $2 million, a total
obviously far short of what we will need to make any reasonable progress on the project.

Mr. Motil asked whether we had a regular process for briefing our federal elected officials. Mr.
Sterman said that he was in contact with those officials but there was no specific process or
timeframe for briefings. He went on to describe some of those contacts and indicated that his
primary interest in this point is securing more time rather than money to get the project done.

Budget Update

Mr. Sterman indicated that the written budget report was not available, but that we were on track
with financial expectations at this point. Our legal costs were increased over projections due to
the ongoing work dealing with FEMA.

Mr. Maher asked if we have received any figures yet from FEMA in response to Chairman
Kern’s request for an estimate of additional flood insurance premiums that would be paid in the
event of mandatory flood insurance. Mr. Sterman indicated that we have not received that
information. Mr. Maher described the additional flood insurance premiums as a tax — a tax that
would be diverted to other areas of the country, rather than actual insurance.

A motion was made by Mr. Bergkoetter, second by Mr. Motil to go into executive session for the
purpose of discussing pending litigation. Mr. Long noted that this action should be taken by roll
call vote. Mr. Pennekamp asked for a roll call vote and the vote was as follows:
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Mr. Long — aye.
Mr.Motil — aye.

Mr. Parks — aye.

Mr. Bergkoetter — aye.
Mr. Brinkmann — aye.
Mr. Baxmeyer — aye.
Mr. Conrad — aye.

Mr. Maher — aye.

Mr. Pennekamp — aye.

Executive Session
An executive session of the Board of Directors was convened at 9:15 am and concluded at 10:00
am.

Open Session

The Board of Directors reconvened in open session at 10:00 am. Mr. Pennekamp noted that all
members present prior to the executive session were still present. He indicated that in the
executive session we discussed legal matters with the Council’s legal counsel and gave them
direction.

Motion to adjourn by Mr. Bergkoetter, second by Mr. Motil. Motion approved, all voting aye.

Respectfully submitted

John Conrad,
Secretary/Treasurer, Board of Directors
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Memo to: Board of Directors

From: Les Sterman
Subject: Program Status Report
Date: April 18, 2010

Since the last Board meeting in February, there has been considerable progress in a number of
areas critical to the success of the project. Most of the effort has focused on achieving two
important near-term goals: developing a project plan, implementation strategy, and cost estimate,
and; securing regulatory relief to reduce economic impacts during the period when the project is
under construction and accreditation is sought. Progress is being made in the following areas:

Design

Proposals are due on May 21 from three design teams who were chosen to submit
conceptual design proposals and cost estimates. These teams were charged with developing
cost-effective design concepts, with the principal goal of achieving levee certification at the
lowest cost and in the shortest time. A pre-proposal conference was held on March 6 and a
subsequent technical briefing was held by the Corps of Engineers on March 15. Individual
consultation sessions with each design team are ongoing. Proposal development has been
somewhat hampered by the timely provision of data, but | expect the proposals to be
responsive and provide significant new information that will help in defining the project
plan and cost estimate. Proposals will be reviewed by a technical team and a Board
committee, with a selection tentatively scheduled for the June Board meeting.

The Corps of Engineers is nearing completion on project development studies in the Metro-
East Sanitary District to determine the extent and cost of construction necessary to achieve
certification and to reach the authorized (500-year) level of protection. These studies are
nearing completion. A recent value engineering workshop conducted by the Corps and
attended by me and by representatives of the District identified some significant cost
savings using design alternatives that could have applicability in the other levee systems as
well.

Underseepage analysis for the Prairie DuPont/Fish Lake levees is ongoing based on the
completed borings in those levee systems.

Inspection
The levee certification inspection being conducted by a team led by AMEC Earth &

Environmental has been underway for several months. Much of the time has been spent in
gathering a massive amount of secondary data from the Corps, local levee districts and the
counties. Field inspections are also ongoing. While all parties are being cooperative, data



collection has been slower than anticipated. Although the findings of the inspection will not
be available prior to the submission of design proposals, | am scheduling a briefing in early
May to allow the inspection team to brief the design teams on progress and initial findings.
The inspection is still on schedule for completion in the June/July timeframe.

Financing
The Council’s financial advisors have been developing the financial capacity analysis and

making preparations for a bond issue in accordance with a schedule to issue bonds on or
about August 1. Efforts have focused on optimizing the yield from any borrowing. A
financial planning “summit” will be held on April 20 involving all stakeholders in the
financing process including our financial advisors, bond counsel, legal counsel, and
representatives of the levee districts and counties.

For Federal fiscal year 2011, | submitted the following appropriation requests to
Congressman Costello’s office for submittal to the House Committee on Appropriations:

Prairie DuPont/Fish Lake - $1,166,000

East St. Louis (MESD) - $8,600,000

Melvin Price Lock and Dam - $33,092,000

Wood River - $5,615,000
These requests are consistent with the capacity of the Corps to spend money on these
projects which limits the size of the request. | did not submit a request for the Chain of
Rocks levee project.

Legislation
I have been drafting language and advocating for federal and state legislation to provide

regulatory relief in the event that FEMA issues final flood insurance rate maps that show the
levee systems as deaccredited and the American Bottom as a special flood hazard area. Our
goal is to limit the temporary, but severe, economic consequences of such an action,
including mandatory high cost flood insurance and severe limitations on building and
development.

HR 3415, introduced by Congressmen Costello, would provide for a moratorium on
mandatory flood insurance for up to seven years during the period levees systems are being
restored. This legislation has also been introduced in the Senate by Sen. Vitter of Louisiana.
The bill now has 20 cosponsors in the House and has gained considerable momentum.

At the state level, efforts have focused on mitigating the unintended impacts of a Governors
Executive Order issued in 2006 that would limit development even more severely than
required by the federal flood insurance program. SB 2556 was introduced by Sen. Haine
and sponsored in the House by Reps. Holbrook and Hoffman after unsuccessful attempts to
secure changes in the existing Order to address our situation. This bill would limit the
applicability of the Order in the counties that have formed Flood Prevention Districts under
Illinois law and are making good faith efforts to restore flood protection. SB 2556 passed
the Senate unanimously and is now pending in the House. There have been ongoing
discussions with the Governor’s office and relevant state agencies to assure that the
provisions of the bill accomplish our goal without jeopardizing either important regulatory



authority in existing floodplains or compromising continuing participation in the federal
flood insurance program.

SB 2520, also introduced by Sen. Haine, and sponsored in the House by Rep. Beiser, would
provide the Metro-East Sanitary District with the authority to annex areas now protected by
the District’s levee system, but who are not now part of the District. This bill will make it
possible for the District to recover costs by collecting revenues from all property owners in
the protected area. SB 2520 has passed the Senate and has been voted out of committee in
the House.

Legal
We have been making continuing efforts to determine the basis of the announcement by

FEMA in 2007 to deaccredit area levee systems. Late last year the Council submitted
requests to FEMA and the Corps of Engineers to provide such information. The Corps
responded to the request by providing some 94 documents, none of which included any data,
analysis, or studies to support FEMA'’s findings. FEMA itself has yet to respond to our
request, but we have been informed that the response is undergoing legal review and should
be released to us soon. Requests by each of the counties to FEMA for “expedited
processing” were denied by FEMA. Sen. Durbin and Congressman Costello have continued
to push FEMA to release the requested information.

I continue to believe that the decision-making process by FEMA was haphazard and
unsupported by conclusive findings. After asserting for the last two years that the Corps
provided them with conclusive findings that the levee systems could not be certified, FEMA
has now admitted to Sen. Durbin in recent correspondence (attached) that they have no
information on the condition of the levees relative to certification. Instead, they are now
representing that certification information was requested from the levee districts, who were
unresponsive to their request. We believe that claim is not accurate. Worse yet, last year
FEMA denied our request to provide that information, insisting that they already had the
necessary information provided by the Corps of Engineers.

My belief is that the clock on the deaccreditation process should be restarted and that this
important decision be based on current credible information.

Construction

The Corps is continuing construction activities on the Wood River levees, primarily with
economic stimulus monies. This work consists of installing relief wells and rebuilding
gravity drains. Significantly more work will be needed, particularly on the lower Wood
River levee, to secure certification. The Corps is now engaged in studies to determine the
extent and cost of that work.

Qutreach

I am continuing to meet with communities and civic groups as requested. The project has
gotten extensive media coverage and the issue continues to attract deserved public attention.
In the coming months this process will become more formal with the launch of a website
and the development of a formal outreach plan.



In summary, the project is advancing toward our immediate goals, and important decisions by
the Board will be made sometime this summer that will determine how the project will be funded
and built. My efforts are primarily dedicated to providing the necessary information to support

that decision.



January 5, 2010

The Hon. W. Craig Fugate

Administrator

Federal Emergency Management Agency
500 C Street, SW

Washington, D.C. 20472

The Hon. Jo-Ellen Darcy

Assistant Secretary of the Army -- Civil Works
Army Corps of Engineers

108 Army Pentagon

Washington, DC 20310

Dear Administrator Fugate & Assistant Secretary Darcy:

Thank you for your recent letter extending the timeline of the flood mapping process in the Metro East,
Illinois area. Affording residents and businesses more time to engage in this process will ultimately
provide your agencies with the best information to protect the area from a catastrophic flood.

This additional time brings with it an opportunity for all of those affected by the updating of flood maps a
chance to better understand the status of the levees in question and the flood mapping process. As you
may be aware, recent news reports have challenged FEMA and the Army Corps of Engineers' analysis of
the levees' structural integrity. | respectfully request your assistance in providing residents of the Metro
East area a more complete and transparent accounting of the status of the levees protecting their homes
and businesses. Specifically, | would ask that you release your data publicly and make your agencies
available to brief local community leaders and residents.

The greater Metro East area of Illinois, encompassing Madison, St. Clair and Monroe Counties, is one of
the first areas in the country where FEMA is conducting a region-wide update of flood maps. This process
is important for us as a nation to accurately understand the risks of flood events. Because the area along
the Mississippi Bottoms is one of the first areas to undergo this process, it is especially important for
FEMA and the Army Corps to conduct extensive outreach and explain the situation to affected residents
in the most transparent manner possible.

FEMA and the Corps have held public meetings to discuss this issue over the last few years, beginning
with a meeting hosted by the East West Gateway Council of Governments and Congressman Jerry
Costello in August of 2007. | encourage you to revisit the communities affected and fully answer any
guestions they have about the status of the levees and your respective roles in compiling and analyzing
data regarding the levees and the mapping process.

Having structurally sound, well-maintained levees certified by the Army Corps is only one line of defense
against 100+year flood events that seem to be occurring with increasing regularity. However, even
certified levees have failed to protect against the power of Mother Nature. The Flood of 1993, one of the
most destructive in the history of the Mississippi Basin, destroyed many levees that had been certified and
contributed to the loss of almost 50 lives and over $16 billion in damages.

Understanding the structural integrity of the levees in the Metro East area and the risk to those living
behind them is fundamentally important to my constituents: hundreds of thousands of lives and billions in
economic activity are at stake. Having access to information and your commitment to work with the local
communities in addressing their concerns should be the bedrock of updating flood maps in any area.



Thank you for your assistance.
Sincerely,

Richard J. Durbin
U.S. Senator



DEPARTMENT OF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY
CIVIL. WORKS
108 ARMY PENTAGON
WASHINGTON DC 20310-0108

FEB 25 2010

Honorable Richard J. Durbin
United States Senate

309 Hart Senate Office Building
Washington, DC 20510-1304

Dear Senator Durbin:

| am responding to your letter dated January 5, 2010, concerning the Metro East St.
Louis Levees in lllinois, the need for continued transparent communication with the public
during the Federal Emergency Management Agency’s (FEMA) flood insurance rate map
modernization process, and the public release of data. The Army shares your commitment
to complete and transparent accounting of the levees’ status, as well as to helping the
public understand the integrity of the levees and associated risks. This response has been
coordinated with FEMA and reflects our joint efforts on FEMA accreditation of these levees.

Since the Flood of 1993, several interdependent lllinois levee projects that make up
the Metro East St. Louis levees have been identified as deficient in their ability to provide
the design level of protection. They are in need of rehabilitation and repair. Currently, the
Army Corps of Engineers is working with local sponsors to address problems on several
fronts. The Corps has performed inspections of the levees to determine eligibility for
continued participation in the Public Law 84-99 emergency repair program. It is also
executing both design deficiency correction and reconstruction projects to restore the
levees to their design level of protection (a 0.2% flood chance, i.e., a 500-year flood event).
Expected completion dates for levees comprising the Metro East St. Louis levee system
vary and depend in part on Federal funding levels. The status of these levees follows:

e The Wood River project is under construction and will address both design deficiency
correction and reconstruction needs.

e The Metro East Sanitary District, or East St. Louis, lllinois rehabilitation project has
received construction funding. In addition, a Limited Reevaluation Report is underway
to evaluate potential design deficiencies.

¢ The Chain of Rocks design deficiency correction project is under construction.

¢ The Prairie du Pont and Fish Lake projects are in the planning phase to address both
design deficiency correction and reconstruction needs.

While the levee systems may perform with reduced reliability during high water
events until design deficiency and reconstruction projects are completed, the Corps will use
all available resources and its emergency contingency plan to support any flood fight efforts,
to maintain system integrity, and to execute appropriate risk mitigation strategies to
minimize the risk of levee failure and ensure the levees perform during high water events.
Ensuring public safety by completing these projects in the most expeditious manner is a
Corps priority.
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The Corps also is coordinating with the Southwestern lllinois Flood Prevention
District Council (Council), created specifically to manage and undertake rehabilitation
projects for the Metro East Levees. The Council also performs certification inspections of
the levees under the National Flood Insurance Program (NFIP) and applies for FEMA
accreditation of the levees. Certification inspections will identify additional issues that need
to be corrected before certification or FEMA accreditation can be issued. The Corps role is
to provide available data to the Council to support their NFIP certification activities for FEMA
accreditation in accordance with 44 CFR Section 65.10, Mapping of Areas Protected by
Levee Systems.

Since problems associated with the levees became known, the Corps has focused
its efforts on ensuring open lines of communication with the public and with local, State,
and Federal elected officials. The focus of Corps communications is on raising awareness
of levee issues, communicating risk and reliability, providing status reports of levee
conditions, advocating the importance of flood risk management, and discussing critical
steps required to provide a reliable flood risk management system for the Metro East St.
Louis area. Meetings about Metro East levees began with the regional levee summit in
August 2007. Partnering meetings were held in May and August 2009. Leadership
meetings were held in December 2009 and January 2010. The Corps attends monthly
levee district and Council meetings to provide updates on levee conditions, as well as the
progress and schedule of work on the levees. Throughout all meetings, the message
regarding the capability of the levees to perform as designed has been consistent.

The Corps will continue to participate in public meetings to communicate the
condition of the levees and the status of rehabilitation activities to both community leaders
and residents. At the January meeting, the Corps updated local government and sponsor
leadership on Wood River levee underseepage issues, as well as on alternatives being
considered to address other design deficiency issues. The Corps also plans to conduct
joint public meetings with FEMA to inform and engage local stakeholders. Dates of future
events will be coordinated with your office. The Corps will continue working with FEMA to
answer stakeholder questions about the NFIP map modernization process and will continue
to provide data regarding Metro East Levees and the flood risk reduction system.

Thank you for your interest regarding the current status and condition of the levees
and the path forward. | am sending a copy of this letter to Administrator Fugate at FEMA.

Very truly yours,
Jo-Ellen Darcy

Assistant Secretary of the Army
(Civil Works)

CC: FEMA Administrator Fugate



Office of the Administrator

U.S. Department of Homeland Security
500 C Street, SW
Washington, DC 20472

FEMA

Senator Richard Durbin
United States Senator
Washington, D.C. 20510

Thank you for your letter of January 5, 2010, to the Federal Emergency Management Agency,
regarding the preliminary Flood Insurance Rate Maps (FIRMSs) that were delivered to
communities in the Metro East area last June. Your letter references concerns that many of your
constituents have with these maps and more specifically the process that was used to evaluate the
levees designed to protect their communities. Please be assured that | understand these concerns,
and | hope that this letter will help identify a path forward for resolving any confusion
surrounding the National Flood Insurance Program (NFIP) mapping process.

In your letter, you asked us to provide detailed information on the structural integrity of the
levees protecting the Metro East area of Illinois. While we would like to be responsive to your
request, FEMA does not independently generate the information you requested. In fact, we have
tried to obtain much of this information from a variety of sources but to date have been
unsuccessful.

Under the regulations that govern the flood mapping process, FEMA relies on information
supplied by others to make a decision on whether or not to depict a levee on an NFIP map as
providing protection against the I-percent chance flood. In fact, the regulations specifically say
that information on levees" ... must be supplied to FEMA by the community or other party
seeking recognition [on a FIRM] of a levee system ...." Once we receive the data, we review it
to determine if all of the applicable requirements set out at 44 CFR Section 65.10 have been met,
and - if so - move forward to recognize the levee as providing protection from the I-percent
chance flood.

Appendix A of this letter provides a checklist summarizing the key factors that are used in the
recognition process. It was developed as a tool to identify the data and documentation that
FEMA needs in order to determine whether a levee meets the minimum design, operation, and
maintenance standards necessary for designation on an NFIP map as providing protection against
the I-percent chance flood. Given the potentially significant losses should a flood occur, FEMA
cannot by regulation assume a levee meets these standards and, thus, without the required data, is
compelled to identify areas that the levee was thought to protect, as actually being subject to
flood hazards.



Senator Richard Durbin
February 24, 2010
Page Two

Appendix B of this letter contains a chart which identifies the 19 levees in the S10Louis metro
region, and whether each of the levees will be recognized, not recognized, or provisionally
recognized as providing protection against the I-percent chance flood. As the chart indicates, we
have received sufficient data and documentation for seven of these 19 levees, and as such, those
seven levees are proposed to be depicted on the applicable FIRM as providing protection against
the I-percent chance flood.

Three of the 19 levees are proposed to be provisionally recognized. This status is offered in
situations where there are no known levee deficiencies and is granted when a levee owner
affirms their belief that the levee system continues to meet the regulatory requirements, but
needs additional time to collect and provide the data and documentation to demonstrate
compliance. For one of those three, the New Athens levee, FEMA has recently received the data
and documentation and is currently reviewing it for 44 CFR Section 65.10 compliance and
potential recognition.

Data and documentation that would enable FEMA to recognize the following nine levees has not
been provided to date:

Chain of Rocks

Fish Lake

MESD

Prairie DuPont

Wood River

Boschert Creek

Bridgeton Sanitary
Duckett Creek

Maryland Heights WWTP

Four of these levees that cannot be recognized are located in Missouri and the other five are
located in Illinois. Once we receive the appropriate data and information for each levee, we can
proceed with recognition and the appropriate delineation on the FIRM. Until then, we are
required by regulation to map the areas behind these levees as unprotected from the I-percent
chance flood.

Over the past several years, FEMA has engaged in extensive outreach to the communities in the
Metro East region, and has stressed the importance of obtaining the information needed for the
levee recognition process. For instance, in April 2009, FEMA officials met with the East West
Gateway Council of Governments to explain the flood mapping process, and to answer any
questions they had regarding this process. More recently, on December 16 and 17,2009, FEMA
held four outreach meetings in coordination with the East-West Gateway Council of
Governments to explain the mapping process and the need for flood insurance.



Senator Richard Durbin
February 24,2010
Page Three

Because of the importance of open communication, | will ensure that FEMA continues these
outreach efforts. In fact, | have instructed my staff to re-connect with local officials responsible
for each levee in the Metro East region that are proposed to be mapped as failing to provide
protection against the I-percent chance flood. You have my commitment that over the next
month FEMA will work hard to collect any information from any appropriate source that will
help support the recognition of the flood protection capacity of the levees. If we can obtain the
information needed, we will expedite the approval process so that each levee can be recognized
as soon as possible. And we will post the information on the FEMA website, so that all of your
constituents can view the data that was used to make decisions on the levees in their
neighborhoods.

I hope this information is helpful to you in addressing the concerns of your constituents. If you
have any questions or would like additional information, please have a member of your staff
contact Mr. Pat Hart, the director of our Legislative Affairs Division, at (202) 645-4500.

W. Craig Fugate
Administrator















DEPARTMENT OF THE ARMY
ST. LOUIS DISTRICT CORPS OF ENGINEERS
1222 SPRUCE STREET
ST. LOUIS, MISSOURI 63103-2833

REPLY TO
ATTENTION OF:

MAR 15 2010

Executive Office

Mr. Les Sterman

Chief Supervisor of Construction and the Works
Southwestern Illinois Flood Prevention District Council
104 United Drive

Collinsville, Illinois 62234

Dear Mr. Sterman:

As part of our continuing dialog with the Southeastern Illinois Flood Prevention Council and our
efforts to keep you fully informed on our work on the Metro East Levees, ] would like to clarify some
information that has recently been reported upon in the local media.

e The St. Louis District, U.S. Army Corps of Engineers (USACE) has detailed engineering data
that confirms that the Wood River, MESD, and Prairie du Pont/Fish Lake levees will not perform
at USACE design standards for either the 100-year level of protection (and protect against a 1%
event) or authorized level of protection, without flood fighting. These levees have been
authorized to provide in excess of 500-year (.2% event) protection. FEMA accreditation requires
100-year protection.

e The St. Louis District, in the spring of 2007, was asked by FEMA if we were aware of any
deficiencies that may prevent these same levees from providing at least the 100-year level of
protection. We responded “yes” based upon the ongoing design deficiency correction and
reconstruction projects for each of the levees. However, we did not make the more general
determination of whether these levee systems could or could not be certified. This information
was transmitted to FEMA as part of the National Levee Database.

e In a spirit of transparent communication, the St. Louis District has provided levee condition data
to the local leadership and to the public, on numerous occasions — starting in 2007 and most
recently at the Southwestern Illinois Flood Prevention District Council meeting on
February 17, 2010.

The St. Louis District stands behind the validity of this engineering data. The work to identify and
correct design deficiencies and conduct rehabilitation of levee structures has been ongoing since before
the Great Flood of 1993. The most recent source of this data is the subsurface investigations and
corresponding underseepage analyses for the Wood River and MESD levees that we completed in
January 2010. This new data further reinforces our determination back in 2007 that deficiencies existing
that could prevent the levees from providing 100 year protection.

I know that the members of the Southwestern Illinois Flood Prevention District Council appreciate
the gravity of the situation, both from a public safety standpoint and from an economic standpoint. If the
situation was not significant, then our two organizations would not be working so hard to achieve our
mutual goal — getting these levees fixed as soon as possible in order to reduce the risk to the public they

protect.
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In an effort to reinforce our communications with the general public, the St. Louis District will be
launching a website dedicated to the Metro East Levees Program. We would like to work with you and
the Council to ensure that the message is clear, complete and consistent. Only then will we be able to
ensure that the public is adequately informed regarding the status of their levees, the level of risk to which
they are exposed, what we are collectively doing to reduce that risk, and how best to prepare for the next
flood event.

Our organization is committed to public safety and proactively reducing risk. We are also committed
to ensuring that the public is well informed and understands that risk. Since the Council and the levee
districts represent the public, we are and will continue to be dedicated to keeping you informed. Iwould
ask that as we continue into the spring flood season and continue down the path to restoring the levees
that our organizations continue to work closely to engage the public and communicate a consistent
message of risk. We will also continue to provide technical assistance during a flood event as we have
done in the past to reduce the risk associated with any levee. My team and I look forward to our
continued partnership.

Chris Wilson remains your point of contact in the St. Louis District for any additional questions or

comments related to the Metro East Levee projects.
[% V4

Thomas E. O Hara, Jr
Colonel, U.S. Army
District Commander

Sincerely,

Copies furnished:
Senator Richard Durbin
United States Senate

309 Hart Senate Building
Washington, D.C. 20510

Honorable Jerry Costello

House of Representatives

2408 Rayburn House Office Building
Washington, D.C. 20515-1312












Memo to: Board of Directors

From: Les Sterman
Subject: Budget Report February/March, 2010
Date: April 18, 2010

Attached are the budget reports for the months of February and March. Total expenditures since
the inception of the Council’s activities have been $6,034,653. The majority of those
expenditures, $5,886,515, or more than 97%, have been for program costs. Of those program
costs, a large majority has been spent on cost-share for federal projects in the Wood River and
Prairie DuPont/Fish Lake levee districts. In 2009, an estimated $10.3 million was collected in
FPD sales taxes in the three counties, a total slightly higher than projected earlier in the year.
January 2010 collections were about 9% higher than the same month in 2009, a sign that retail
sales are recovering, although it is very unlikely that the pre-recession projections of FPD sales
tax receipts will be reached. Total sales tax collections thus far, including for the months of
February and March 2010 for which totals have not yet been reported, should be about $12.8
million.

We can continue to cover the Council’s expenses, including consulting, legal, administrative
costs as well as cost share for remaining ARRA funds and current federal appropriations out of
cash flow from the sales tax. However, we also have the obligation to compensate the counties
for a total of about $3.5 million in costs advanced to the project prior to the collection of the
sales tax. This suggests that a timely bond issue will be critical to maintaining progress on the
project while satisfying our obligations to repay the counties.



Budget Summary

Resources

Flood Prevention Tax
Proceeds from Borrowing
Interest Income

Other Contributions
Total Resources

Expenditures

Program Costs

General and Administrative
Costs

Contingency

Total Expenditures

Excess/Deficit

Southwestern lllinois Flood Protection District Council

Comparison of Budget to Actual (accrual basis)
February 28, 2010

Budget Period October 2009 - September 2010

Cumulative Totals

October 1, Inception thru
Approved 2009 thru Balance Approved FebFr)uar 28 Balance
Budget February 28, Remaining Budget 2015 ’ Remaining
2010

$37,007,652 $2,431,367 $34,576,285 $40,753,673 $5,863,306 $34,890,367
$110,000,000 $0 $110,000,000 $110,000,000 $0  $110,000,000
$1,200,000 $636 $1,199,364 $1,200,000 $857 $1,199,143
$80,000 $62,300 $17,700 $215,000 $129,250 $85,750
$148,287,652 $2,494,303 $145,793,349 $152,168,673 $5,993,413 $146,175,260
$35,490,889  $2,412,502 $33,078,387 $39,211,779 $5,863,461 $33,348,318
$228,345 $81,333 $147,012 $287,042 $129,253 $157,789
$1,368,417 S0 $1,368,417 $1,469,852 S0 $1,469,852
$37,087,652 $2,493,835 $34,593,817 $40,968,673 $5,992,714 $34,975,959
$111,200,000 $468  $111,199,532 $111,200,000 $699 $111,199,301




RECEIPTS

Flood Prevention Occupation
Tax Proceeds
St. Clair
Madison
Monroe
Subotal Tax Proceeds

Proceeds from Borrowing
Interest Income
Other Contributions (1)
St. Clair
Madison
Monroe
Other Cash
Other In-kind
Subtotal Other Contributions

Total Receipts

EXPENDITURES
Program Costs

Financial Advisor

Legal Consulting

Engineering Design

East-West Gateway (2)

Design/Construction

Federal Cost-Share and
Construction
Wood River
MESD (3)

Prairie DuPont/Fish Lake (4)

Reimbursement of
Advance Funding
St. Clair
Madison
Monroe
Subtotal Reimbursement

Borrowing Repayments

Subtotal Program Costs

February 28, 2010

Budget Period October 2009 - September 2010

Southwestern lllinois Flood Protection District Council
Comparison of Budget to Actual (accrual basis)

Cumulative Totals

October 1, Inception thru
Approved 2009 thru Balance Approved FebFr)uar 28 Balance
Budget February 28, Remaining Budget 2015 ’ Remaining
2010

$18,503,826  $1,215,683 $17,288,143 $20,376,836 $2,931,652 $17,445,184
17,023,520 1,118,429 15,905,091 18,746,690 2,697,121 16,049,569
1,480,306 97,255 1,383,051 1,630,147 234,533 1,395,614
$37,007,652  $2,431,367  $34,576,285  $40,753,673 ¢5,863,306  $34,890,367
$110,000,000 S0 $110,000,000 $110,000,000 S0 $110,000,000
1,200,000 636 1,199,364 1,200,000 857 1,199,143
25,000 31,150 -6,150 75,000 64,625 10,375
25,000 28,658 -3,658 75,000 59,455 15,545
5,000 2,492 2,508 15,000 5,170 9,830
12,500 0 12,500 25,000 0 25,000
12,500 0 12,500 25,000 0 25,000
$80,000 $62,300 $17,700 $215,000 $129,250 $85,750
$148,287,652  $2,494,303 $145,793,349 $152,168,673 $5,993,413 $146,175,260
$60,000 $0 $60,000 $80,000 $0 $80,000
20,000 62,969 -42,969 35,000 69,544 -34,544
75,000 0 75,000 125,000 55,000 70,000
50,000 9,866 40,134 75,000 20,968 54,032
20,000,000 0 20,000,000 20,000,000 0 20,000,000
6,935,000 2,200,000 4,735,000 8,245,000 5,548,615 2,696,385
0 0 0 0 0
0 139,667 -139,667 550,000 169,334 380,666
620,898 0 620,898 1,241,797 0 1,241,797
999,638 0 999,638 1,999,276 0 1,999,276
130,353 0 130,353 260,706 0 260,706
1,750,889 0 1,750,889 3,501,779 0 3,501,779
6,600,000 0 6,600,000 6,600,000 0 6,600,000
$35,490,889 $2,412,502 $33,078,387 $39,211,779 $5,863,461 $33,348,318




Southwestern lllinois Flood Protection District Council
Comparison of Budget to Actual (accrual basis)
February 28, 2010

Budget Period October 2009 - September 2010 Cumulative Totals
October 1, Inception thru
Approved 2009 thru Balance Approved February 28 Balance
Budget February 28, Remaining Budget 2010 ’ Remaining
2010
General and Administrative
Costs

Salaries, benefits $169,044 $70,556 $98,488 $202,523 $102,703 $99,820
Advertising 630 0 630 840 0 840
Bank service charges 600 127 473 700 303 397
Conference registration 500 0 500 700 0 700
Equipment and software 1,000 401 599 8,000 8,573 -573
Fiscal agency services ( EWG) 11,367 3,107 8,260 15,638 6,020 9,618
Furniture 1,200 0 1,200 2,400 475 1,925
Meeting expenses 600 0 600 750 56 694
Miscellaneous startup expenses (5) 250 600 -350 2,210 600 1,610
Postage/delivery 180 173 7 215 294 -80
Printing/photocopies 400 891 -491 1,000 2,105 -1,105
Professional services 24,000 975 23,025 27,000 975 26,025
Publications/subscriptions 200 126 74 400 126 274
Supplies 250 325 -75 633 528 105
Telecommunications/internet 2,660 1,052 1,608 3,624 2,101 1,523
Travel 12,464 3,000 9,464 15,210 4,394 10,816
Other business expenses 1,000 0 1,000 1,200 0 1,200
Insurance 2,000 0 2,000 4,000 0 4,000

Subtotal G&A $228,345 581,333 $147,012 $287,042 $129,253 $157,789
Contingency (@5% of G&A, Design, Cost-
Share, Construction) $1,368,417 $1,368,417 $1,469,852 S0 $1,469,852
Total Expenditures $37,087,652  $2,493,835 $34,593,817 $40,968,673 $5,992,714 $34,975,959

Notes
(1) To be used for DFIRM assessment/correction and community engagement process
(2) For DFIRM assessment/correction and community engagement
(3) Cost-share to be paid from MESD resources until exhausted;
additional amounts to be determined
(4) FY2010 amount to be determined
(5) Primarily accounting system setup



Southwestern lllinois Flood Prevention District Council

Beginning Bank Balance @ 02/01/2010 $ 20,188.84
Cash Receipts
Date Rec'd Amount

Madison County FPD Inv 13 02/03/10 1,012,000.00
St. Clair County FPD Inv 14 02/18/10 9,776.67
St. Clair County Inv 15 02/18/10 202.15
St. Clair County FPD Inv 13 02/18/10 1,100,000.00
Madison County FPD Inv 14 02/19/10 8,994.54
Madison County Inv 16 02/19/10 6,875.05
Madison County Inv 15 02/24/10 185.97
TheBank Interest Earned 02/28/10 385.43

Disbursements

Total Reciepts

$ 2,138,419.81

Paid To
USACE
TheBank
TheBank

Purpose

Wood River Project
Bank Fees/Wire
Service Fees

Ending Bank Balance @ 02/28/2010

Date Paid
02/19/2010
02/19/2010
02/26/2010

Total Disbursements

Amount
1,000,000.00
20.00
15.47

$ 1,000,035.47

$ 1,158,573.18

Ck/Wire #
Wire ROV 913



Budget Summary

Resources

Flood Prevention Tax
Proceeds from Borrowing
Interest Income

Other Contributions
Total Resources

Expenditures

Program Costs

General and Administrative
Costs

Contingency

Total Expenditures

Excess/Deficit

Southwestern lllinois Flood Protection District Council

Comparison of Budget to Actual (accrual basis)
March 31, 2010

Budget Period October 2009 - September 2010

Cumulative Totals

October 1, Inception thru
Approved 2009 thru Balance Approved Mgrch 31 Balance
Budget March 31, Remaining Budget 2010 ’ Remaining
2010

$37,007,652 $2,459,024 $34,548,628 $40,753,673 $5,890,732 $34,862,941
$110,000,000 $0 $110,000,000 $110,000,000 $0  $110,000,000
$1,200,000 $929 $1,199,071 $1,200,000 $1,150 $1,198,850
$80,000 $75,821 $4,179 $215,000 $142,771 $72,229
$148,287,652 $2,535,774 $145,751,878 $152,168,673 $6,034,653 $146,134,020
$35,490,889  $2,435,556 $33,055,333 $39,211,779 $5,886,515 $33,325,264
$228,345 $100,218 $128,127 $287,042 $148,138 $138,904
$1,368,417 S0 $1,368,417 $1,469,852 S0 $1,469,852
$37,087,652  $2,535,774  $34,551,878  $40,968,673 $6,034,653  $34,934,020
$111,200,000 $0 $111,200,000 $111,200,000 $0 $111,200,000




RECEIPTS

Flood Prevention Occupation
Tax Proceeds
St. Clair
Madison
Monroe
Subotal Tax Proceeds

Proceeds from Borrowing
Interest Income
Other Contributions (1)
St. Clair
Madison
Monroe
Other Cash
Other In-kind
Subtotal Other Contributions

Total Receipts

EXPENDITURES
Program Costs

Financial Advisor

Legal Consulting

Engineering Design

East-West Gateway (2)

Design/Construction

Federal Cost-Share and
Construction
Wood River
MESD (3)

Prairie DuPont/Fish Lake (4)

Reimbursement of
Advance Funding
St. Clair
Madison
Monroe
Subtotal Reimbursement

Borrowing Repayments

Subtotal Program Costs

Southwestern lllinois Flood Protection District Council
Comparison of Budget to Actual (accrual basis)
March 31, 2010

Budget Period October 2009 - September 2010

Cumulative Totals

October 1, Inception thru
Approved 2009 thru Balance Approved Mgrch 31 Balance
Budget March 31, Remaining Budget 2010 ’ Remaining
2010

$18,503,826  $1,229,511 $17,274,315 $20,376,836 $2,945,364 $17,431,472
17,023,520 1,131,151 15,892,369 18,746,690 2,709,737 16,036,953
1,480,306 98,362 1,381,944 1,630,147 235,631 1,394,516
$37,007,652  $2,459,024 $34,548,628 $40,753,673 $5,890,732 $34,862,941
$110,000,000 S0 $110,000,000 $110,000,000 S0 $110,000,000
1,200,000 929 1,199,071 1,200,000 1,150 1,198,850
25,000 37,910 -12,910 75,000 71,385 3,615
25,000 34,878 -9,878 75,000 65,675 9,325
5,000 3,033 1,967 15,000 5,711 9,289
12,500 0 12,500 25,000 0 25,000
12,500 0 12,500 25,000 0 25,000
$80,000 $75,821 $4,179 $215,000 $142,771 $72,229
$148,287,652  $2,535,774 $145,751,878 $152,168,673 $6,034,653  $146,134,020
$60,000 S0 $60,000 $80,000 S0 $80,000
20,000 76,390 -56,390 35,000 82,965 -47,965
75,000 8,161 66,839 125,000 63,161 61,839
50,000 11,338 38,662 75,000 22,440 52,560
20,000,000 0 20,000,000 20,000,000 0 20,000,000
6,935,000 2,200,000 4,735,000 8,245,000 5,548,615 2,696,385
0 0 0 0 0
0 139,667 -139,667 550,000 169,334 380,666
620,898 0 620,898 1,241,797 0 1,241,797
999,638 0 999,638 1,999,276 0 1,999,276
130,353 0 130,353 260,706 0 260,706
1,750,889 0 1,750,889 3,501,779 0 3,501,779
6,600,000 0 6,600,000 6,600,000 0 6,600,000
$35,490,889 $2,435,556 $33,055,333 $39,211,779 $5,886,515 $33,325,264




Southwestern lllinois Flood Protection District Council

Comparison of Budget to Actual (accrual basis)
March 31, 2010

General and Administrative
Costs

Salaries, benefits

Advertising

Bank service charges
Conference registration
Equipment and software
Fiscal agency services ( EWG)
Furniture

Meeting expenses
Miscellaneous startup expenses (5)
Postage/delivery
Printing/photocopies
Professional services
Publications/subscriptions
Supplies
Telecommunications/internet
Travel

Other business expenses
Insurance

Subtotal G&A

Contingency (@5% of G&A, Design, Cost-
Share, Construction)

Total Expenditures

Notes

Budget Period October 2009 - September 2010

Cumulative Totals

October 1, Inception thru
Approved 2009 thru Balance Approved March 31 Balance
Budget March 31, Remaining Budget 2010 ’ Remaining
2010
$169,044 $86,399 $82,645 $202,523 $118,546 $83,977
630 0 630 840 0 840
600 163 437 700 339 361
500 0 500 700 0 700
1,000 401 599 8,000 8,573 -573
11,367 4,075 7,292 15,638 6,988 8,650
1,200 0 1,200 2,400 475 1,925
600 0 600 750 56 694
250 600 -350 2,210 600 1,610
180 227 -47 215 348 -134
400 891 -491 1,000 2,105 -1,105
24,000 1,800 22,200 27,000 1,800 25,200
200 126 74 400 126 274
250 344 -94 633 547 86
2,660 1,592 1,068 3,624 2,641 983
12,464 3,600 8,864 15,210 4,994 10,216
1,000 0 1,000 1,200 0 1,200
2,000 0 2,000 4,000 0 4,000
$228,345 $100,218 $128,127 $287,042 $148,138 $138,904
$1,368,417 $1,368,417 $1,469,852 S0 $1,469,852
$37,087,652 $2,535,774 $34,551,878 $40,968,673 $6,034,653 $34,934,020

(1) To be used for DFIRM assessment/correction and community engagement process
(2) For DFIRM assessment/correction and community engagement

(3) Cost-share to be paid from MESD resources until exhausted;

additional amounts to be determined
(4) FY2010 amount to be determined
(5) Primarily accounting system setup



Southwestern lllinois Flood Prevention District Council
Bank Transactions

Beginning Bank Balance:

Receipts:
Customer:
Monroe County FPD
Monroe County FPD
Monroe County
Monroe County
Madison County FPD
Madison County
St. Clair County FPD
St. Clair County
St. Clair County
Monroe County FPD
Monroe County
Monroe County FPD
Monroe County
Bank of Edwardsville

Total Receipts

Disbursements:
Payee:
Sprague & Urban, Attorneys at Law
Husch Blackwell Sanders LLP

East West Gateway Council of Govts.

USACE
Bank of Edwardsville

Bank of Edwardsville

Total Disbursements

Ending Bank Balance

March 2010
Date
03/03/2010 Inv 13
03/03/2010 Inv 14
03/03/2010 Inv 15
03/03/2010 Inv 16
03/05/2010 Inv 17
03/05/2010 Inv 18
03/17/2010 Inv 17
03/17/2010 Inv 16
03/17/2010 Inv 18
03/29/2010 Inv 17
03/29/2010 Inv 18
03/29/2010 Inv 19
03/29/2010 Inv 20
03/31/2010 Interest Earned
Date
03/16/2010 Prof. Svcs-Legal
03/16/2010 Legal Fees
Acctg/FPD Staff
Inv 7,
Comm. Eng/Mapping
03/16/2010 Inv 6
03/17/2010 Wood River Project
03/17/2010 Wire Transfer Fee
03/31/2010 Service Fees

Amount
88000.00
782.13
16.17
597.83
6701.04
19482.62
7283.74
7472.87
21176.77
582.70
1694.14
1336.53
536.83
293.06

Amount

975.00
39,945.75

19,957.63

1,200,000.00
20.00

16.56

$1,158,573.18

155,956.43

1,260,914.94

$ 53,614.67







Memo to: Board of Directors

From: Les Sterman
Subject: FEMA Presentation on Levee Accreditation and Flood Insurance Matters
Date: April 19, 2010

Mr. Ken Hinterlong, Chief of the Risk Analysis Branch of the Mitigation Division of FEMA
from Region V in Chicago will make a presentation at the Council’s Board meeting on April 21.
Although his purpose is to advise us on how the Council can seek accreditation of the area levee
systems, and his hope is that we can focus on matters going forward from this time, we continue
to have concerns with FEMA'’s past actions that have put the region in such a difficult position.
Attached is correspondence with Mr. Hinterlong relating to our interests for the discussion with
him that will take place at our Board meeting.









U.S. Department of Homeland Security

536 S. Clark St. 6° Floor
Chicago, IL. 60605

¥ FEMA

April 15,2010

Mr. Les Sterman

Chief Supervisor of Construction and the Works
Southwestern Illinois Flood Prevention District Council
104 United Drive

Collinsville, IL 62234

Dear Mr. Sterman,

I would like to confirm FEMA’s attendance and presentation at the monthly meeting of the Board of
Directors of the Southwestern Illinois Flood Prevention District Council scheduled for April 21 at the Metro-
East Park and Recreation District Office in Collinsville. The presentation will address steps required for levee
recognition in accordance with National Flood Insurance Program (NFIP) criteria for levee systems now
under the Council’s oversight. Representatives of the U.S. Army Corps of Engineers will also be at the
meeting and will be prepared to provide a short presentation.

As indicated in our brief phone conversations, FEMA intends to move the discourse of NFIP levee
accreditation in a forward-leaning direction focusing on the accomplishments of the Council and other parties
in their collection of data and levee capacity assessments to determine compliance with NFIP criteria. This
dialogue should include ongoing efforts regarding Digital Flood Insurance Rate Map schedules and potential
submission of accreditation packages. At the same time, we recognize the Council’s request that FEMA
reconsider decisions that resulted in our Qctober 5, 2007, notice of de-accreditation on the Metro East levee
systems. To this extent, we wish to affirm FEMA’s commitment to expedite the accreditation packdge review
should the Council be able to demonstrate conformance to NFIP criteria. We will also seek to ensure the
public and anyone affected by these levees have access to information about the process.

Our presentation and follow-up discussions on April 21 will be limited by the length of the Council’s meeting

and the venue space. FEMA will be happy to participate in subsequent meetings with the Council, and we
will make efforts to work with specific levee districts should there be a desire to meet separately.

www.fema.gov



Mr. Les Sterman
Southwestern Illinois Flood Prevention Distriet Council
April 15, 2010

FEMA is grateful for the opportunity to engage the Council and levee district officials at this meeting. It is
hoped that this and near-future meetings will create open dialogue toward a resolution. Questions should be
directed to me or Suzanne Vermeer, P.E., of my staff. I can best be reached by e-mail, at

ken hinterlong@dhs.gov; Suzanne can be reached at suzannee.vermeer@dhs.gov or at (312) 408-5245.

Sincerely,

‘Ken Hinterlong

Chief, Risk Analysis Branch
Mitigation Division

cc: Mr. James T. Page, President, Wood River Drainage and Levee District
Mrs. Judy Beckham, Secretary/Treasurer, Wood River Drainage and Levee District
Mr. Robert Shipley, Executive Director, Metro-East Sanitary District
Mrs. Rosemarie Heath, District Clerk, Metro-East Sanitary District
Mr. Michael Sullivan, President, Prairie Du Pont Levee and Sanitary District
Mr. David Walster, Vice President, Prairie Du Pont Levee and Sanitary District
Mr. Gary Stumpf, Fish Lake Drainage and Levee District No. 8
Mr. Paul Osman, NFIP State Coordinator, [llinois Department'of Natural Resources
Mr. Marc Miller, Director, Illinois Department of Natural Resources
Mr. Gary Clark, Director, Office of Water Resources, Illinois Department of Natural Resources
Mr. Ron Davis, Hazard Mitigation Specialist, [llinois Emergency Management Agency
Mr. Kevin Moore, Legislative Liaison, Illinois Emergency Management Agency
Mr. Andrew Velasquez, Director, Illinois Emergency Management Agency
Colonel Thomas E. O’Hara, Jr., Commander, St. Louis District, U.S. Army Corps of Engineers
Ms. Maggie Hales, Interim Executive Director, East-West Gateway Council of Governments
Mr. Steve Nagle, Director, Community Planning and Outreach, East-West Gateway
~ Council of Governments
Mr. Patrick McKeehan, Executive Director, Leadership Council of Southwestern Illinois
The Honorable Alan Dunstan, Chairman, Madison County Board
The Honorable Mark Kern, Chairman, St. Clair County Board
The Honorable Delbert Wittenauer, Chairman, Monroe County Board






Memo to: Board of Directors
From: Les Sterman

Subject: Estimates of Additional Flood Insurance Costs Resulting from the
Deaccreditation of the Levee Systems

Date: April 19, 2010

At the January 20 meeting, the Board authorized a contract with the East-West Gateway Council
of Governments to analyze the additional costs of mandatory and voluntary flood insurance
premiums that could result should FEMA deaccredit the area’s levee systems. The report is now
complete. A copy is provided with this memo. EWG staff will make a presentation at the April
Board meeting.

Briefly, the total estimate of additional insurance costs, both mandatory and voluntary that could
be paid by residents and businesses in the American Bottom as a result of FEMA’s actions is $50
million per year. The cost of mandatory flood insurance alone will be almost $18 million per
year. These data are based on surveys of businesses, discussions with insurance agents, and
available statistical information on homeownership and mortgages.

This analysis complements work now being done by the Leadership Council to quantify other
economic impacts on the area, including loss of property value and economic competitiveness.

Given the lack of any history of flooding in the area due to a failure of the levee system, the
likelihood of flood insurance premiums being used to compensate for flood losses in our area is
very small. More likely, those premiums would be used to pay for losses in other areas of the
country, especially New Orleans. Note that we are only collecting about $10 million annually to
spend to fix the levee systems whose alleged deficiencies are creating the need for mandatory
flood insurance. Based on the EWG estimates, the cost of flood insurance will be several times
that amount and none of those funds would be used to make the levee systems safer and to
mitigate the risks that FEMA has asserted lead to the proposed deaccrediting of the levee system.
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Executive Summary

The Federal Emergency Management Agency (FEMA) has announced its intention to de-
accredit the five Mississippi River levees that protect the American Bottom in Southwestern
lllinois. One consequence of this deaccreditation is that many residents and businesses located
in the region will be required to purchase flood insurance from the National Flood Insurance
Program (NFIP). In addition, some lenders may require businesses to purchase “excess flood
insurance,” or coverage in excess of what can be obtained from the NFIP. Lenders may also
require businesses to obtain interruption insurance, i.e., insurance against the interruption of
operations.

East-West Gateway was asked to estimate the insurance costs that could result from levee
deaccreditation. The total estimate of additional insurance costs that will be paid by residents
and businesses in the American Bottom as a result of FEMA’s actions is $50 million per year.

The estimate of mandated insurance costs required due to FEMA’s NFIP program, for
residential and commercial insurance will total almost $18 million per year.!

Estimating potential costs associated with excess and interruption insurance is not a perfect
science. However, based on consultations with insurance agents and a survey of businesses,
East-West Gateway concluded that a reasonable estimate of additional costs is $32.5 million
per year. Table 1 summarizes the estimates of potential costs.

Table 1
Summary of Additional Annual Flood Insurance Costs

Residential Property

Rental and Mobile Homes $3.2 million

Owner Occupied $8.3 million

Residential Subtotal $11.5 million
Commercial Property

Real Estate S5.6 million

Other Commercial Property $0.86 million

Commercial Subtotal $6.4 million
Total Annual Mandated (NFIP) Insurance Costs $17.9 million
Total Annual Excess and Interruption Insurance Costs $32.5 million
Total Annual Mandated, Excess and Interruption Insurance Costs $50.4 million

! Note that these costs reflect the lower rates available if the American Bottom region receives an AR designation.
Draft maps of the region recently released by FEMA indicate that the majority of the area will receive an AR
designation, in part due to advocacy by local community leaders and officials. In the event that the region receives
an AE designation, EWG estimates that the total mandated NFIP insurance costs would exceed $25 million.



Introduction

The Federal Emergency Management Agency (FEMA) has announced its intention to de-
accredit the five Mississippi River levees that protect the American Bottom in Southwestern
[llinois. Under FEMA’s map modernization program, FEMA has issued preliminary digital flood
insurance rate maps showing that substantially all of the protected area will be reclassified as a
Special Flood Hazard Area (SFHA)?. Under federal law, owners of property located within a
SFHA are required to purchase insurance from the National Flood Insurance Program (NFIP) if
the property secures a loan from a federally regulated lending institution.

In order to estimate the insurance costs, the East-West Gateway research staff separately
estimated the impacts on residential buildings and on businesses in the region. For residential
buildings, staff estimated the number of homes and rental units that would be required to
purchase insurance, and the value of the homes (rental units) to be insured.

For businesses, staff administered a survey of business and property owners, collecting
information about the value of mortgages and business personal property.

Because of variables associated with insurance rates applied across a range of individual
properties, calculations throughout this report have been made conservatively to account for

variation and reach an overall estimate that is reliably predictive.

Example of insurance calculation

Because insurance rates are individualized to properties based on a number of variables,
estimates of insurance premiums are used in this report. Below is an example of how insurance
premiums are estimated.

Consider a business that has a mortgage on a $750,000 property, and conducts $5 million per
year in sales. Insurance rates for business properties are $0.95 per $100 coverage up to
$175,000, and $0.30 per $100 for coverage from $175,000 to $500,000.% Additional insurance
fees of $41 apply to buildings in AR zones.

Based on these rates, the property owner will pay a rate of $0.95 per $100 valuation on the first
$175,000. Moreover, the owner is required to purchase insurance on another $325,000 of the
property, at a rate of $0.30 per $100 valuation. Added to this will be another $41 in fees, for a

’The area is currently considered protected from a base flood (one with a 1% chance of occurring in any year) and
is classified as an X Zone, while the new preliminary digital flood insurance maps show the area will be
predominantly AR Zone (developed areas) and the remainder AE Zone, both of which are “special flood hazard
areas”.

® These rates come from the National Flood Insurance Program, Flood Insurance Manual, revised October 2009.
http://www.fema.gov/business/nfip/manual200910.shtm . The business rates throughout this report assume a non-
residential building with a basement but without an enclosure. Different rates apply to different types of buildings.




total of $2,678.50. This is the mandated annual flood insurance that the business owner will
have to purchase, under the NFIP.

The business might want (or be required by its lender) to further insure against catastrophic
floods by purchasing “excess insurance” on the remaining $250,000 in property value, and to
fully insure against lost sales (assumed for this example to be $5 million) through the purchase
of “interruption insurance.” The business owner would purchase insurance on the open market
— estimates are that this insurance costs S1 per $100 of coverage for both types of policies,
resulting in $52,500 in additional annual insurance premiums.

Residential Buildings
Summary of insurance costs in residential buildings

Table 2 shows that owners of residential buildings in the American Bottom face mandated
annual insurance costs of about $11.5 million (calculation based on AR status).

Table 2
Total Mandated (NFIP) Annual Insurance Costs for Residential Buildings

Rental and mobile homes $3,174,626
Owner-occupied $8,292,895
Total $11,467,521

The following steps were used to arrive at this estimate: First, the number of affected
structures was estimated, along with market values. Second, we calculated the insurance
payments required for each type of home.

Third, we adjusted our total mandated NFIP insurance costs to reflect that only about 60% of
properties have mortgages. This is a conservative figure based on Census data. However, it is
important to recognize the dynamic nature of the housing market. As houses are placed on the
market and buyers obtain new mortgages, it is possible that the number of households with
mortgages will rise. In this case, aggregate annual insurance payments would rise.

Note: only 25 residences in the American Bottom region were in Monroe County, and it was not
possible to determine if these were rental units or if they were owner-occupied. For purposes
of this study, they were treated as though all 25 were owner-occupied.

Owner-Occupied Homes
In total, almost 17,000 home-owning households will be required to purchase flood insurance

in the event of levee deaccreditation. The average premium would be about $493, for an
estimated total of about $8.3 million, see Table 3.



Table 3
Mandated (NFIP) Insurance Costs to Homeowners
(AR designation)

Estimated Insurance Costs
Total Mandated Insurance $8,292,895
Methods and Data
Following is a summary of the steps involved in calculating the above estimates.
Step 1. Estimate Owner-Occupied Units in the American Bottom region:

The first step was to estimate the number of owner-occupied units in each county. The primary
source was the parcel files from each of the three counties. Estimates derived from parcel files
were compared to 2000 Census numbers to assess validity.

Census estimates were derived from Census block groups. Block group geography does not
precisely match the boundaries used by FEMA in the American Bottom. For Madison and St.
Clair Counties, block groups are small and numerous enough that the discrepancy in boundaries
was slight. For Monroe County, the block groups extend far beyond the affected area,
rendering Census numbers less useful for the task of estimating owner-occupied units. Thus, in
Table 4, Census numbers are not reported for Monroe County.

In Monroe County, the parcel file indicated that there are 25 single-family homes. Since this is
a fairly small number compared to the other counties, it was assumed that each of these 25 is
an owner-occupied unit. In Madison County, owner-occupied parcels are identified in the
parcel database, making it easy to estimate the number of owner-occupied homes.

There was no owner-occupied field in the St. Clair County database, so the following method
was used to estimate the number of owner-occupied homes.

There were 20,070 parcels with a land use code of "0040," which corresponds to single-family.
Of these, almost exactly half of the parcels had the same address in the "site address" and the
"owner address" fields.

To double-check those records where “site address” and “owner address” differed, 100 records
were selected at random from the records with different addresses in the two fields. A closer
review of these 100 records indicated that 35 of the 100 records were in fact the same, but
appeared to be different because of misspellings, inconsistent uses of abbreviations, or
inconsistent use of street suffixes.

From this we concluded that 35% of the parcels that appeared to have different addresses in
the site and owner fields were in fact owner-occupied. Adding the records with identical



addresses to 35% of the non-matching records resulted in an estimate of 13,502 owner-
occupied units in the St. Clair portion of the affected area. This was remarkably close to the
Census figure of 13,194.

Table 4 shows the estimated number of owner-occupied homes in the American Bottom region.
For St. Clair and Madison Counties, Census numbers are presented to show that estimates
derived from the parcel files appear to be reasonable.

Table 4
Owner-Occupied Homes in the
American Bottom

Parcel Census
Madison 17,482 16,179
Monroe 25
St. Clair 13,502 13,194

Total 31,009 29,373
Step 2: Estimate Number of Households Required to Purchase Insurance:

The only households required to purchase flood insurance are those where the property
secures a loan from a federally regulated lending institution.

A property owner who has paid off her mortgage will not be required to purchase insurance.
Thus, a critical step was to estimate the number of households with an outstanding mortgage.

The U.S. Census and the American Housing Survey (AHS) were used to obtain this estimate.
According to the U.S. Census, 56% of owner-occupied units in the Madison County portion of
the affected area have outstanding mortgages. In Monroe, the figure was 62%, and 52% for St.
Clair. The resulting number of estimated households with mortgages is shown in Table 5. AHS
indicates that about 60% of households across the region hold mortgages, and that this is fairly
consistent across the region.

To account for mortgage status, we used the 60% adjustment factor from AHS. As noted above,
future turnover in the housing stock may well increase the percentage of households with
mortgages. Thus, 60% is a conservative estimate of the percentage of households that will be
affected over time.



Step 3. Estimate Premiums:

Interviews with insurance experts revealed that lenders are likely to require a home's
replacement value, as indicated by its market value, in coverage. Insurance rates for owner-
occupied single-family residential property are $0.89 per $100 of coverage up to $60,000 of
coverage, and $0.30 per $100 for coverage over $60,000. Also included are $41 for Federal
Policy fees and Increased Cost of Compliance fees.

Using these formulas annual rates were estimated for each home in the affected area. For each
county, estimated premiums were averaged, and then multiplied by the number of households
requiring coverage to arrive at the numbers shown in Table 5.

Table 5
Summary of Annual Mandated (NFIP) Costs to Homeowners
Madison Monroe St. Clair Totals
Number of Households Affected 9,790 16 7,021 16,827
Average Annual Premium $587 $724 $361 $493
Total Annual Premiums $5,746,730 $11,584 $2,534,581 $8,292,895

Renter-Occupied Residential Structures

Owners of residential rental structures in the affected area will be required to pay
approximately $3.17 million in insurance premiums each year. Following is a description of the
steps used to arrive at this estimate.

Step 1: Estimate number of multifamily structures by number of units and county:

The 2000 US Census was used to estimate the total number of affected structures. In 2000
there were nearly 19,000 occupied rental units. Data on tenure by units in structure was
downloaded for each block group whose center point was located in the American Bottom. The
Census Bureau offers counts of rental units by structure for the following classes of structure:
single unit, two units, 3-4 units, 5-9 units, 10-19 units, 20-49 units and 50+ units.

For multifamily structures, occupied and vacant units were added, and then divided by the
midpoint of the classification range to obtain an estimate of total structures by number of units.
For example, in Madison County there were 1,054 occupied units in structures with 5 to 9 units,
and 407 unoccupied units. These were added to obtain an estimate of 1,461 units available for
rent in structures with 5-9 units. This number was then divided by 7 (midpoint between 5 and
9) to obtain an estimate of 209 5-9 unit structures in Madison County.



NFIP has established insurance rates for the following categories of structures: single family,
mobile home, 2-4 family and other residential. Thus, the estimates of units were aggregated to
conform to the occupancy classes used by NFIP. Table 6 shows the estimated number of
structures in each occupancy class”:

Step 2: Simulate insurance payments for rental units in the parcel file:

The parcel files contain a field for total assessed value, which represents approximately one
third of estimated market value. This field was used to estimate annual required insurance
payments for rental structures. A separate analysis was performed for each of the occupancy
classes listed in Table 6.

Table 6
Estimated Structures by Number of Rental Units

Madison  St. Clair Total
Single Family 3,321 5,334 8,655
Mobile Home 379 661 1,040
2-4 Family 1,107 920 2,026
5+ Family 274 315 589
Total 5,081 7,230 12,311

Renter-Occupied Single-Family: To select a sample representing renter-occupied single-family
structures in St. Clair County, a database query was used to extract single family parcel records
in which the owner's ZIP code differed from the site ZIP code. Although this sample is not
identical to the universe of rental houses, it can be stated with high confidence that virtually all
of the cases selected are examples of single family homes that are not currently occupied by
the owner. For Madison County, the parcel file made it possible to select single-family homes
that are not owner-occupied. Again, there are reasons why this sample may not be identical to
the universe of rental houses, but the records selected are very likely to be single-family homes
that are not owner-occupied.

For each selected record in each county, the market value calculation was used to obtain an
estimate of the insurance premium that would be required if the structure were required to
obtain coverage up to the market value. It was assumed that all single-family homes have
basements’.

* Methods note: We were concerned that the housing stock might have changed significantly since the 2000
Census. Moreover, cross-checking against county-level parcel data was not always possible. For instance, the St.
Clair County parcel data file does not indicate the number of units in multifamily structures, so there is no way to
determine the relative numbers of 2-4 family structures and larger structures. Madison County breaks down
multifamily dwellings as follows: 2, 3, 4, 5 and 6-999. This makes it possible to reach a valid comparison for 2-4
family units. The comparison between the parcel file and the Census resulted in an estimate of 1025 2-4 family
structures from the parcel file, and 1042 2-4 family structures from the Census. This supports the hypothesis that
the housing stock today is broadly similar to that which was in place in 2000.

> Homes without basements can obtain insurance for $0.05 less per hundred dollars of coverage.



Mandated insurance was calculated using the following rates: $0.89 per $100 for the first
$60,000 of coverage and $0.30 per $100 for the next $190,000 of coverage. Included in the
insurance costs are Increased Cost of Compliance fees of $6 as well as Federal Policy Fees of
$35.

Table 7 shows average estimated market value for rental single-family homes in each county, as
well as estimated annual insurance costs.

Table 7
Estimated Flood Insurance Rates for Renter-Occupied Single-
Family Structures
St. Clair Madison
Mean Market Value $32,915 S46,000

Average Annual Insurance Cost $326 S400
Mobile Homes:

Both St. Clair and Madison Counties have codes for mobile homes in their parcel files, so it was
possible to select records for analysis for both counties. Table 8 shows estimates for average
market value and estimated insurance rates for mobile homes in each county.

Insurance rates for mobile homes are: $0.78 per $100 for the first $60,000, and $0.38 per $100
for coverage from $60,000 to $250,000. ICC and federal policy fees totaling $41 are also
included in the cost estimates provided in Table 8.

Table 8
Estimated Flood Insurance Rates for Mobile Homes
St. Clair Madison
Mean Market Value $29,563 $30,071

Average Annual Insurance Cost $266 $269
Renter Occupied Multi-Family:
The St. Clair County parcel file did not distinguish between 2-4 family structures and 5+ family

structures. These designations are necessary for determining insurance rates. The Madison
County file allowed for the selection of 2-4 family structures.®

® Another complicating factor is that Public Housing Authorities (PHA) are prevalent in the rental market in the
affected area in St. Clair County. In the parcel file, 1,196 residential rental structures are owned by PHAs, with only
252 coded as privately owned residential rental. PHA owned properties are not assessed.



Census data provided verification as to whether it would be reasonable to assume that multi-
family structures in Madison County are representative of multi-family structures in St. Clair
County. The median year of construction for rental structures was 1958 in St. Clair County, and
1962 for Madison County. The median rent was $442 in Madison County and $421 in St. Clair
County. Thus, although rents are somewhat higher in Madison County, the characteristics of
rental structures in the two counties were deemed to be similar enough to conclude that it
would not distort estimates to use Madison County parcel data to estimate the value of multi-
family structures throughout the AR zone.

The average market value for 2-4 family structures in Madison County is estimated at $73,905.
For structures with five or more units, the average market value was estimated at $562,466.
Since data is unavailable for similar structures in the St. Clair portion of the American Bottom
region, we use these estimates for all multi-family residential structures.

Insurance rates for residential rental property with 2-4 units are: $0.89 per $100 of coverage up
to $60,000 of coverage, and $0.30 per $100 for coverage over $60,000. Insurance rates for
residential rental property with 5+ units are: $0.95 per $100 of coverage up to $60,000 of
coverage, and $0.30 per $100 for coverage over $60,000.

For all calculations, Increased Cost of Compliance fees and federal policy fees totaling $41 have
been added.

Applying these rates to the average market values of multi-family structures yields the
estimates provided in Table 9 below. Since FEMA regulations require insurance only up to
$250,000 for residential structures, we assumed that no structure would be required to obtain
coverage in excess of this amount’. Given this assumption, we estimate that structures with 5
or more residential units would pay an average of $1,387 per year.

Table 9
Estimated Flood Insurance Rates
For Multi-family Residential Structures
2-4 family 5+ family
structures structures
Mean Market Value $73,905 $562,466

Average Annual Mandated Insurance
$557 $1,387

Step 3: Reconcile with Census Estimates and Adjust for Structures Without Mortgages:

7 This assumption could, potentially, lead to an underestimation of total insurance costs. It is possible that a lender
might require a larger property to obtain secondary insurance from a private provider, which would increase costs.
Thus, the assumption of a $250,000 limit will yield a conservative estimate.



To obtain an estimate of total costs that would be required if all rental structures were required
to purchase flood insurance, the average rates derived for each occupancy class were
multiplied by the Census estimates shown in Table 6.

Not all rental structures will be required to purchase insurance. Only properties which secure a
loan from a federally regulated lending institution would be subject to the requirement. Thus,
it is necessary to adjust the estimate to account for properties not subject to the NFIP insurance
mandate.

We were unable to find any information in housing literature to indicate the percentage of
renter-occupied structures that have mortgages. However, the American Housing Survey found
that about 60% of owner-occupied structures in the St. Louis area have outstanding mortgages,
and that this figure applies fairly consistently throughout the region (see single-family
estimates). We therefore adjusted for mortgage status by assuming that 60% of rental
structures in the American Bottom region have outstanding mortgages. (For reasons outlined
above, 60% is a conservative estimate; the percentage of households affected by insurance
requirements may rise over time.)

Table 10 shows total estimated payments for each occupancy class in each county, assuming
60% of structures are subject to a mandatory flood insurance purchase requirement.

Table 10
Total Estimated Insurance Payments Adjusted for Mortgage Status

Madison St. Clair Total
Single Family $797,040 $1,043,330 $1,840,370
Mobile Home $61,171 $105,496 $166,666
2-4 Family $369,959 $307,464 $677,423
5+ Family $228,023 $262,143 $490,166
Total $1,456,193 $1,718,433 $3,174,626

To recap, we estimate that mandated flood insurance costs for residential rental property totals
just under $3.2 million per year.

It is worth considering that some of the added cost of insurance will likely be passed along to
renters, while some of the cost will be borne by property owners. To the extent that some
renters might not be willing or able to pay additional rent, some rental housing owners
operating at the margin may withdraw units from the market. This could potentially result in
fewer available units, higher rents, and some level of abandonment. Without a detailed
econometric analysis of rental housing demand curves, it is impossible to say what combination
of rent increases and abandonment of units may occur.
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Businesses and Commercial Buildings

We estimate that businesses will face mandated insurance costs of more than $6.6 million, see
Table 11.

Table 11
Summary of Mandated (NFIP) Insurance Costs to Businesses
(AR Designation)

Estimated Insurance Costs

Total Mandated Insurance $6,631,408

In addition, businesses are exposed to significant potential additional insurance costs. While it
is unlikely that businesses in the affected area will fully insure themselves using “excess flood
insurance” or “business interruption insurance,” we estimate a potential annual insurance
premium costs in excess of $30 million.

Methods and Data

Following is a summary of the steps involved in calculating these estimates.
Step 1: Conduct survey of affected businesses:

Step 1.1 — Develop list of businesses

A list of 7,564 business addresses in the affected zone was compiled using two separate sources
(parcel data came from parcel files, and business establishment data from a commercial
database). Budgetary considerations precluded sending a questionnaire to all these addresses,
so we randomly selected 3,689 addresses. We manually reviewed this list and deleted 402
duplicate records. A total of 3,287 questionnaires were mailed. Three hundred sixty one (361)
surveys were returned unopened due to incorrect mail addresses, resulting in a net sample size
of 2,926. With 458 responses, this implies a response rate of 15.6%. Table 12 summarizes the
data associated with the mailing:
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Table 12
Summary of Mailing Data

7,564 records (including potential duplicates)

6,739 records (estimated, after duplicates are removed)
3,689 sampled records

402 duplicates in sample (10.9% duplication rate)

3,287 questionnaires mailed

361 bad addresses

Net mailing: 2,926

Responses: 458

Response rate (responses / net mailing) = 15.6%

Step 1.2 — Develop questionnaire

The questionnaire was developed to generate two critical pieces of data for each business
location. First, we wanted to determine whether the business or property owner would be
required under FEMA regulations to purchase flood insurance. Second, we asked for the total
value of the real property (land and buildings) and the total value of the business personal
property (inventory, equipment, etc.).

Some categorization information was requested — the general type of business activity, and the
number of employees at that location. Because we were asking for detailed financial
information, we were careful to not ask questions that might be used to identify the survey
respondents. Such data might have been useful for analysis of the results, but might also have
decreased participation in the survey. Surveys were mailed on January 27™.

Step 1.3 — Collect questionnaires

Participants could respond to the survey in one of two ways. The paper questionnaire itself was
distributed as a self-mailer with pre-paid postage: participants could simply fold up the survey,
tape it shut and put it in the mail. Or, participants could complete the survey on-line —a link to

the survey was provided in the cover letter.

In all, as of February 22, we received 458 responses to the survey: 19 were completed on-line,
and 439 were received in the mail. Another 27 have been received since February 23",

Step 2: Aggregate responses/calculate insurance costs:
Step 2.1: Calculate required insurance burdens for each respondent
Building coverage insurance is required for buildings that have mortgages. “Basic insurance” is

required for the first $175,000 and “additional insurance” for the next $325,000. In all, FEMA
requires insurance for the first $500,000 of business mortgages.
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In addition, FEMA requires that, if a business has a federally insured loan (SBA, USDA, etc.),
then it is also required to insure up to $500,000 of contents (business personal property, such
as inventory or equipment).

Rates used for calculations were:

Basic Additional
Mortgage $0.95/ $0.30
Contents $0.97/ $0.43

These rates are per $100 market value of the property. In addition, we added a flat fee $41 for
insurance, which combines a $35 “federal policy fee” and an “increased cost of compliance” fee
of $6.

2.2: Aggregating to the entire affected area

To estimate total mandated insurance costs, we first determined the total amount that would
be required from the survey respondents.

We received responses from 458 businesses, out of an estimated 6,739 unique (non-duplicate)
records. That comes out to 6.8% of all business owners in the flood zone. Assuming our
responses are representative of the total population, we can take the calculated total insurance
costs for our sample, divide it by 6.8%, and arrive at an estimate of the total insurance costs for
all businesses and property owners in the zone. Table 13 provides total costs for the sample,
and estimates for all businesses in the affected areas.

Table 13
Mandated (NFIP) Insurance Costs to Businesses
Sample All businesses
Mortgage $380,4912 $5,595,463
Business Property $58,507 $860,401
Total $438,999 $6,455,864

Interruption and Excess Flood Insurance

The foregoing has analyzed anticipated costs associated with the purchase of insurance from
the National Flood Insurance Program (NFIP). It should be noted that there are two additional
categories of insurance costs that will primarily be borne by the largest industrial and
commercial establishments in the flood zone.

Excess flood insurance is insurance purchased from private companies to cover losses that
exceed NFIP's $500,000 coverage limit. For example, if a firm wishes to insure $900,000 of
property, it will buy $500,000 in coverage from NFIP, and an additional $400,000 in excess
insurance.
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Interruption insurance protects firms against risks associated with interruptions of business
operations due to natural disasters or other events. For example, if a factory produces $100
million in annual sales, the owner of that factory may wish to purchase insurance coverage in
the amount of one year's output to guard against catastrophic loss.

Not all businesses that will purchase insurance will purchase the full amount of excess flood
insurance or interruption insurance. If they were to insure at least half of their annual sales,
however, we estimate annual insurance premiums in excess of $32 million.

Methods and Data

Insurance agents consulted in the preparation of this report indicated that the premium
charged for $100 of coverage would be about the same for excess flood insurance and
interruption insurance. The reason is that the probability of an occurrence that causes damage
in excess of $500,000 would be about the same as the probability of an occurrence that
interrupts business operations. For this reason, it is logical to consider the two types of
coverage together, and to assume similar insurance rates.

In general, it is reasonable to expect that coverage required for interruption of operations will
greatly exceed excess insurance coverage. For example, parcel records for an industrial facility
in St. Clair County were compared with sales revenue data from a commercial database. The
business database indicated that the facility produced between $150 million and $200 million in
annual sales. The parcel records for St. Clair County indicated that the same facility was
comprised of several parcels that had a total assessed valuation of about $4 million. Since
assessed value is a third of estimated market value, the value of these parcels can be estimated
at about $12 million, an order of magnitude smaller than the annual sales produced by the
facility. Thus, if the managers of this facility chose to purchase interruption insurance coverage
to cover a potential loss of one year of operation, the amount of coverage would be more than
ten times greater than the excess flood insurance coverage.

The insurance industry professionals consulted in the preparation of this report indicated that
excess and interruption insurance is much more expensive than basic insurance available from
NFIP. Only a few companies such as Lloyd's of London, Chubb and AIG have traditionally
offered this kind of insurance. The agents cautioned that it is very difficult to quote a typical
rate. Much depends on the type of business, the amount of deductibles, and the amount of
coverage desired. Still, two concrete examples of policies written for firms in floodplains
revealed that rates can exceed $1 per $100 of coverage for these types of policies.

To arrive at an order-of-magnitude estimate of potential insurance costs borne by large firms in
the American Bottom, a commercial database was used to estimate the number of
establishments in this region with annual sales revenue in excess of $10 million. Table 14
summarizes the number of firms by annual revenues:
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Table 14
Establishments by Revenue

Number of
Annual Sales Establishments
$10 - 20 million 55
$20 - 50 million 44
S50 - 100 million 9
$100 - 500 million 9
$500 million - 1 billion 1

To estimate the amount of coverage that would be required to insure against loss of one year
of sales, the midpoint of the values in the "annual sales" column was multiplied by the number
of establishments. To insure that the largest firm was not significantly different from the
midpoint, the record for that firm was extracted from the business database; it turned out that
its annual sales were slightly greater than $750 million. By this method, the total amount of
sales generated by these firms was estimated at nearly $6.5 billion.

For a variety of reasons, the firms involved may not insure against loss of this entire amount.
First, some firms may choose to forego interruption insurance entirely. Second, some firms
may not insure the entire year's worth of sales revenue. To account for differences in coverage
amounts, we took half of one year of revenue for the largest firms. Using the $S1 premium per
$100 of coverage ratio described above resulted in an estimate of annual insurance premium
costs of approximately $32.5 million.
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Memo to: Board of Directors
From: Les Sterman

Subject: Authorize Cost-Share Payments to USACE for Projects in the Wood River
Drainage and Levee District for Gravity Drain Reconstruction

Date: April 19, 2010

The USACE has requested local cost-share to match federal funding from the American
Recovery and Reinvestment Act to reconstruct gravity drains in the Wood River Drainage and
Levee District. This work is necessary to meet requirements for levee certification (100-year
flood). The cost-share would be provided in accordance with the existing Project Partnership
Agreement between the USACE and the WRDLD. The total request is $1,615,384.62, which
will match $3,000,000 in Federal funds. A copy of the USACE request is attached.

This funding is required in order for the USACE to maintain its work schedule and to spend
ARRA funds by the deadline. Funds for this purpose are included in the Council’s current
budget.

If approved by the Board, the Council will request funding from the FPD sales tax fund in each
county in the following amounts:

St. Clair County (49.13%): $793,638.46
Madison County (46.32%): $748,246.16
Monroe County (4.55%): $73,500.00

Note that these individual county shares have been adjusted to reflect proportional shares of
actual sales tax receipts for the 2009 calendar year. Previously, shares were estimated based on
projected receipts for 2008.

Recommendation: Authorize the Chief Supervisor to invoice the counties for a total of
$1,615,384.62), that amount to be divided among the counties in accordance with Council
policy, to serve as cost-share for Federal projects in the Wood River Drainage and Levee District
and to make payment to the USACE.













Memo to: Board of Directors
From: Les Sterman

Subject: Authorization for the Chief Supervisor to Execute a Contract with Dorgan-
McPike Assoc., Ltd. for Legislative Advocacy Services

Date: April 19, 2010

For the last two years, the firm of Dorgan-McPike has been providing advocacy services to the
county Flood Prevention Districts for matters before the Illinois General Assembly. The firm
was instrumental in assembling support for the passage of the original enabling legislation that
authorized the FPD sales tax and related actions to implement the area’s efforts to restore the
levee systems. The firm is currently assisting to secure the passage of SB 2520, which will allow
the Metro-East Sanitary District to annex areas that are currently protected by the levee system
maintained by the District. The firm is also working with us on support for SB 2556, which will
address the problems caused by the Governor’s Executive Order on Floodplain Management.

Prior to the formation of the FPDs, St. Clair and Madison counties agreed to pay for the services
of Dorgan-McPike for two years. The firm worked as a subcontractor to Husch Blackwell
Sanders. The cost of the contract was $36,000 a year. Now that the original contract is
concluded, it is appropriate for the Council to engage Dorgan-McPike for the coming year. We
are proposing to pay the same rate as for the previous two year contract.

Recommendation: Authorize the Chief Supervisor to execute a contract with Dorgan-McPike
Assoc., Ltd to represent the Council before the Illinois General Assembly and executive branch
on matters affecting financing and reconstruction of the levee systems for one year at a cost of
$36,000.
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