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SUBJECT: REPORT BACK ON COD RELATED COSTS REVENUE CHANGES 

The General Manager, Commun ity Development Department (COD) respectfu lly 
requests consideration of this report at the next meeting of the Budget and Finance 
Committee . In approving the Second Financial Status Report for Fiscal Year 2010-2011 
(CF No. 1 0-0600-S5 1 dated December 15, 201 0) , the City Council directed the 
Community Development Department (COD) to report in 30 days with an ana lysis of 
revenue projections accord ing to the currently approved Cost Allocation Plan (CAP) and 
with an assessment of its General Fund reimbursements in past years. 

In response, the CDD is reporting on the General Fund impact of the appl ication of CAP 
32 and is summarizing the Department's related cost contributions over the last number 
of years. 

RECOMMENDATIONS 

1. APPROVE the use of Commun ity Development Block Grant (CDBG) funds 
previously appropriated to the CDD, but not expended, for payment of COD 
sa laries and associated related costs in Fiscal Year 2011-2012. 

2. AUTHORIZE the General Manager, COD or designee to prepare Controller 
instructions required to carry out actions approved by the Mayor and Council with 
the adoption of th is report and to make technical adjustments as necessary, 
subject to the concurrence of the CAO. 

AN EQUAL EMPLOYMENT OPPORTUNITY- AFFIRMATIVE ACTION EMPLOYER 
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3. AUTHORIZE by Council Resolution one (1) new exempt Senior Management 
Analyst I, Class Code 9171-1, position authority subject to review and approval 
by the Personnel Department as to appropriate classification, allocation and 
exemption in accordance with Section 1001 (d)(4) of the City Charter; and further 
DIRECT the COD with assistance from the CAO and Personnel Department to 
expeditiously fill this and other grant-funded vacancies in order to meet revenue 
projections for the General Fund from related costs as well as provide transfer 
opportunities to employees in general funded positions. 

FISCAL IMPACT 

There is a General Fund impact related to the change in the CAP rates, particularly the 
currently applicable CAP 32 related costs rates as described below: 

FY 2010-11 Surplus Related Costs Payments 

To assist with City 2009-2010 General Fund cash flow issues, the CDD agreed with the 
CAO request to make an early payment (June 201 0) toward its 2010-2011 related 
costs. This $2.5 million payment, in addition to other cash transfers completed through 
December 2010, means that CDD has provided $4.65 mill ion to the General Fund for 
the current fiscal year. These payments equate to 33% more than the amount required 
based upon the Department's 2010-2011 salary expenditures to date. 

It should, however, be noted that the Department's abil ity to meet budgeted revenue 
projections from related cost re imbursements depends on the authorized level of 
staffing because grant funds cannot reimburse City related costs unless there are 
substantiated salary expenditures. The Department over the past several months has 
experienced delays in hiring staff, and position vacancies have increased to a total of 27 
(including positions in varying stages of allocation and approval of unfreezes). Since all 
COD positions have not been filled as anticipated and salary expenditures have 
consequently decreased, the estimate of department related costs contributions 
likewise decreased. -

Change in Related Cost Rate 

The City recently adopted CAP 32, establishing revised related costs rates for use by 
operating Departments. The CDD, which is principally grant-funded, is required under 
federal Office of Management and Budget (OMB) Circular A-87, Cost Principles for 
States, Local and Indian Tribal Governments, to apply the City's indirect cost proposal 
as approved by a federal cognizant agency. Accordingly, the CDD has adjusted its 
revenue projections. In the case of COD and many other City departments, the 
reimbursement to the General Fund of related costs will be less than previously 
budgeted because department CAP 32 rates are less than CAP 31 rates (upon which 
the budget was based). 

CAP 33 rates, when approved, will be applicable to the current fiscal year. Projections 
suggest the CDD rate will increase. Therefore, the savings that are currently accruing 
will be needed to fully reimburse the General Fund in 2011 -12. Consequently, the CDD 
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recommends that it be allowed to retain CDBG funds appropriated, but not yet 
expended, to the Department for this purpose. 

BACKGROUND 

CAP 32 Rate Changes 

Upon release of the proposed CAP 32 related costs rate in April 2010, the COD 
reviewed the impact of the change in department rates. A synopsis of the adjustments 
required for the currently approved CAP rate is provided below: 

Total Total Line Item 
Fringe Central Related Increase %Increase 

Benefits Services Costs (Decrease) (Decrease) 

CAP 31 FY 08-09: 

Regular Employees 31.87% 24.54% 56.41% 

As Needed 5.91% 16.02% 21 .93% 

CAP 32 FY 09-10: 

Regular Employees 33.50% 6.09% 39.59% (16.82%) (29.82%) 

As Needed 19.52% 0.00% 19.52% (2.41 %) (10.99%) 

As the CAP rates change is significant, the COD recommends that the Mayor and City 
Council, as well as the City's Managed Hiring Committee, expeditiously approve the 
Department's hiring of staff, not only to generate related cost reimbursements to the 
City's General Fund, but also to assist with increased Department workloads related to 
ARRA grants management, absorbed Commission(s) work, and aforementioned 
position vacancies. 

COD Related Cost Reimbursements 

As directed by the Council, the Department has also analyzed past year(s) related costs 
contributions. As can be seen by the attached chart, COD has reimbursed the City 
$94.1 million over the past ten years for Department related costs. 

Although it may seem that full related costs were not reimbursed in FY 2005-06 to 2008-
09, a time period of diminishing grant receipts and a strategic change to provide a 
lesser CDBG administrative allocation to COD, it is important to note grant restrictions 
on many years later now preclude trying to address a situation that was previously 
found acceptable to the City. Specifically pursuant to OMB Circular A-87, "cost 
allocable to a particular Federal award or cost objective .... may not be charged to 
other Federal awards to overcome fund deficiencies, to avoid restrictions 
imposed by law or terms of the Federal awards, or for other reasons." 
Additionally, certain grants managed by the Department limit administrative costs so 
budget amendments for this purpose would not be allowable. Therefore, it seems 
important that COD only reimburse appropriate related costs payments, based on 
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current applicable salary expenditures, in order to avoid audit findings by grantors that 
can result in questioned costs, and potential corrective action involving payment of 
disallowed costs by the City's General Fund. 

Moreover, the findings by the CAO documented in the 2009 Report on CAP Rate and 
Grants adopted by the Council (CF No. 08-2623, March 2009), stated that, although the 
Federal government states in principle that federal grant awards should "bear their fair 
share of costs", direct and indirect, it does not guarantee full cost recovery to grant 
recipients and does not require grantees to seek reimbursement for all grant program 
costs. Grant contracts can, and often do, limit or prohibit reimbursement for certain 
costs and require the grant recipient to participate in the funding of the grant programs. 

Applying the indirect cost rates included in the approved Cost Allocation Plan identifies 
the maximum that can be charged to a federal grant for indirect cost, unless the 
particular grant limits or restricts indirect cost reimbursements by law. Thus, in charging 
a grant program, the Mayor and City Council can authorize the use of indirect cost rates 
that are lower than the maximums allowed in the approved CAP.1 Consequently, not all 
City grants have been charged related costs. Presumably, this lesser amount of related 
costs reimbursement is required in order to allow flexibility to the Mayor and Council to 
utilize the grant for other purposes (e.g. , program activities; other administrative 
activities). 

A majority of grant programs managed by CDD, including CDBG, Workforce Investment 
Act 0/VIA) and Community Services Block Grant (CSBG) limit indirect cost recovery. 
Nevertheless, over the last number of years, the City General Fund has realized total 
revenue of $94.1 million from COD grants or 90% of the total related cost 
obligation of $104.8 million. COD has compensated for the $10.7 million "related 
costs deficit" by releasing a total of $44.8 million in CDBG salary and other 
administrative and program savings over the same ten year period of time. However, 
rather than reallocate these dollars in part to the COD defiCit, the monies were instead 
authorized for reprogramming toward programs and projects to benefit low- and 
moderate-income re~idents- an action that is consistent with the findings of the CAO 
report discussed above that suggest the Mayor and Council have policy discretion to 
authorize reimbursements less than full related costs. During the immediate past fiscal 
year, FY 2009-2011, the COD provided full cost recovery of related costs associated 
with department salaries and anticipates doing so again in the current budget cycle (FY 
201 0-11) and in future years. 

Moreover, as directed by the Council, the CAO worked in cooperation with the 
Department to revise proposed work and staffin~ plans to reflect reductions in grant 
receipts for administrative and planning activities . As a result, the authorized COD 
staffing has decreased approximately 40% from 487 positions to its current authorized 
employment level of 299 as documented in the 2010-2011 Second Financial Report 
dated December 10, 2010. 

1 CAO Report: Cost Allocation Plan (CAP) Rate Study and Grants, Council File 08-2623, dated March 4, 2009 
2 

CAO/CLA Report: 2008-2012 Consolidated Plan, Counci l File 08-0097, dated February 27, 2008 
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In conclusion, the COD has worked with the CAO to ensure budgeted funds fully 
reimburse the General Fund for related costs. However, in order to maximize related 
costs revenue for the benefit of the City's General Fund (particularly given the reduction 
in CAP rates), it is important to allow the Department to fill vacancies in order to 
reimburse costs. If the Mayor and Council chooses to adopt the COD recommendations 
to allow flexibility to hire staff up to the 3% vacancy rate, the General Fund will realize 
an additional $600,000 in related costs contributions for this and each succeeding fiscal 
year. The Department will benefit from much needed staff to manage its Contracts Unit 
(Senior Management Analyst I position vacated as a result of Early Retirement Incentive 
Program [ERIP] implementation almost 12 months ago) and other grants administration 
work. 

As indicated above, the COD is in full compliance with all Council instructions and 
applicable grant program requirements regarding the related cost matter. 

General Manager 

RLB:RG 

Attachment 

c: Larry Frank, Deputy Mayor 
lvania Solvabarro, Office of the Chief Legislative Analyst 
Beryl Taylor, City Administrative Office 
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2004-05 27 
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2004-05 27 
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2003-04 26 

2003.04 26 

2003-04 26 

2003..04 26 
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45C 

100..PR 12 

49A 

45 D 
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SALARIES 

Appro priation Gen. nil As Needed 

(E) (F ) I G) 

163,785 233.515 127 

26,487 102.794 50 

157,759 

2.125 2 

57,346 117.614 61 

37,651 70,969 26.083 

5,461,351 8,657.561 531,917 

75,7.S1 875 12 

136,468 55 

11,151,871 23,891,032 774,908 

1,403,733 701 

5,123 15,626 11 

11,363 21 ,392 14,312 

5,136,107 11,454.839 52.283 

401,554 B37, 080 2,147 

51,875 106,590 9,413 

74,474 

9.056 0 

1 .021 

35,223 40,891 19 

41,374 81,491 39 

19,430 8 

55,538 114,976 55 

11a.eas 89 

27,917 32,028 1,781 

51,260 123,176 52 

17,153 64,062 30,053 

4,532,530 9,066,683 485 ,019 

1.431,714 3.169 ,856 35,983 

11,798,731 26.738,895 709,449 

1,366 ,209 911 

11,417 29 .282 11,615 

2.007 5,894 3 

8,117 17,533 17.244 

4,117,341 12,068,135 52,659 

355,n5 1.043.654 ~.752 

41,4B2 73,555 42 

129,456 80 

78,190 185,175 28,284 

37,908 111,221 77 

(1,330 10 

38,595 111,520 5,002 

185 545 0 

Prlr1t Dilte : l/5/20l l,.ll::l4AM 

RELATED COSTS PAYMENTS TO GEN FUND Unpaid RC 

Fringe Benefits Ce.ntnaJSvc:a TotaiRC FrGrant Other Source TotaiPd lo GF Obligation 

(H) (ij (J)= (H +I) {K) {L) (M)=(K+L) (N) = {J - M) 

71 ,416 42,227 113,644 105 526 105,5215 8 ,118 

31.437 18,588 50,025 26487 26,417 2J,539 

48,243 28.523 

550 3_84 1,034 1.034 

35,970 21.268 67,238 57.346 57.m 106 

23.210 14,420 37 ,651 37.i51 (37.651) 

2,678,227 1,597,681 4.275,91JB 3.520.427 3,520,A27 755 ,481 

267) (157 424 (424) 

41,735 24,6n 

7,350,667 4,366,690 10,862,634 9,065~1 &,065~81 1,797,353 

402,506 270,360 

4,481 3,010 7,4'90 6123 5.123 2.367 

7,266 4,1 50 11,417 11.363 11,363 54 

3.288,243 2,206,312 5.494,555 5 136.107 5.136.107 35B.448 

240,1 61 161,226 ~1,387 40, ,554 4G1,SSA. (l67) 

31,305 20,549 51,854 51 .875 51.175 {2 l ) 

5,898 l 56 6,055 6,055 

2,596 1,744 4,340 4,340 

293 197 489 489 

11,ns 7,87S 19,601 35.223 35.123 (15.622) 

23 ,367 15,695 39,062 '24 183 2 .. ,183 14.879 

5 ,571 3,742 9,313 9.313 

32 ,968 22,145 55,113 55.538 55,531 (425) 

50,743 34,084 

9 ,323 6,1?2 15,496 15,502 15,502: {6) 

35,319 23,724 59,043 51 .260 5,,260 7.783 

20,747 12,401 17.153 17,153 (17.163) 

2 ,638 ,069 1,747,268 4,385,337 4 .373 .851 4,373,851 11,487 

911,548 610,590 1,52Z,237 ~ . 43., ,7 14 1,431 ,714 90,523 

7,722,230 5,151,401 12,082,789 11,810,+15 11,610,445 472,345 

229 ,859 235,448 

5 ,72-4 5,692 11.417 11,olll17 {11,417) 

992 1,016 2,007 2007 2.007 (0) 

4,136 3,981 8,117 8 .117 8.117 (0) 

2,033 ,483 2,082,273 4 ,1 15,756 .4.1 17 341 ..... 117.341 (1,585) 

175,663 179,919 355,582 355.775 3ss.ns (192) 

12,375 12,67S 25,051 41 .482 41.482 (16,432) 

21 ,780 22,310 

33,092 33,481 66,573 66 573 66,573 (0) 

18,713 19,168 37,880 37 .9&8 37,968 {88) 

(223) (229) 

19,102 19,494 3!,595 38595 38,595 0 

92 94 185 185 , .. (0) 
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CDD Related Cost Report 

FY 00-01 to FY 09-10 

FY CAPRate 

(AI (B) 

2003-()4 26 

2003-04 26 

2003-04 26 

2003--04 Tot.a 

2002-03 25 

2002-()3 25 

2002-()3 25 

2002-()3 25 

2002-03 25 

2002-03 25 

2002-()3 25 

2002-03 25 

2002-()3 25 

2002-()3 25 

2002-()3 25 

2002-03 25 

2002-03 25 

2002-()3 25 

2002-()3 25 

2002-o3 25 

2.002..03 Tota 

2001-02 24 

2001...(}2 24 

2001-02 24 

2001 -02 24 

2001-02 24 

2001-02 24 

2001-02 24 

2001-02 24 

2001-02 24 

2001 -02 24 

2001-02 24 

.2001-02 24 

2001-02 24 

2001..02 24 

2001 ·0.2 24 

200Hl2 24 

:2001...[12 24 

2001-02 24 

2001· 02 Tota 

2000-01 23 

2000-01 23 

2000-01 23 

Fund No. 

(C) 

44A 

41F 

43Y 

551-BRIDGES 

44Y 

44H 

424 

428 

443 

10Q-LAFCO 

45C 

100-PR 12 

45F 

450 

551-SYEP 

41G 

44A 

41F 

43Y 

44C 

551-BRIDGES 

44Y 

44H 

424 

428 

443 

100-LAFCO 

40L 

45C 

100-PR 12 

45F 

45 0 

551-SYEP 

41G 

44A 

41F 

43Y 

44C 

551 -BRIDG ES 

44H 

Grant Name 

(D ) 

W!A 

WTW 

YO 

BR IDGES 

BRWNFLD 

CAL WORKS 

CDBG 

CSBG 

JTPA 

LAFCO 

OTSG 

PROP 12 

RYA 

SCHIFF 

SYEPGF 

UNITE LA 

WIA 

WTW 

YO 

AT RISK YOUTH 

BRIDGES 

BRWNFLD 

CAL. WORKS 

CDBG 

CSBG 

JTPA 

LAFCO 

LLEBG 

OTSG 

PROP 12 

RYA 

SCHIFF 

SYEPGF 

UNrTE LA 

WIA 

WTW 

YO 

AT RISK YOUTH 

BRIDGES 

CAL WORKS 

C:\Uurs\uS~f\Deskt-op\Modffh!d Copy of CDC R~bted CoSI HlstOI)' Rl!pon FY 00-(ll to F.Y09·l0, Tab; Cumulatrv~ Data 

SALARIES 

Appropriation General As. Needed 

(EI (F) (G) 

l,l44,286 7,515 ,226 472.1 13 

385,749 1,125,707 19.646 

2,861 ,458 4,720 ,505 111,654 

11 ,282,570 28,502,386 7 2 1,093 

1,048 ,451 

3,775 9,521 

17.336 22,782 24,895 

4,209,611 10,544,-526 59,821 

353,01 9 888,944 1.660 

32 

9,991 

25.577 86,582 

48 ,289 

110,312 187,505 36,312 

46,344 112,445 

373 941 

3,345,654 6,874,957 497,509 

J26,5QO 690,195 16,588 

1,821,220 4,246,848 207,064 

10,2.59,721 24,772.,018 843,849 

12,767 27,514 0 

1,037,131 2.626 

2,495 7,229 

68,292 77 ,538 245,815 

4,551,596 10,782,DBS 73.910 

385.729 878,108 7,757 

, ,.024 0 

S.SOl 1 

403 

15,988 55,687 

34,836 

75,134 156.453 1,347 

44,277 87.204 2 

589 

5,907 13,870 1 

2,828 059 6.147,051 348 892 

666,642 1,882,028 62,650 

1,756,469 3,753,240 336,787 

10,413,355 24,949,905 1,080 ,377 

3458 8 ,1 11 7 

886,930 625 

64,818 120,117 78,332 

Print Dilte: l/5/ 2011,11:24 AM 

RELATED COSTS PAYMENTS TO G.EN FUND Unpaid RC 

Fringe Benefits Cent.raJSvca TctaJRC FrGrant Other Source Total Pd lo GF Obligation 

(H) (II (JI =(H +I) (I() (ll (M) = (K+L) (NJ=(J - M) 

1,296,542 1.321 .1 70 2,617,713 2,61-1 ,283 l,I514,2B3 3,430 

190,696 195.054 385,749 385,749 3BS,74D 0 

801,688 819,579 1,621 ,267 1.829.:ne. 1,829,328 (208.061 ) 

4,843,713 4 ,951 ,126 9,274,476 9,508,820 S$11,120 (234,343) 

154 ,647 261,064 

1,404 2,371 3,TIS 3,775 J.ns (0) 

8,349 6,004 14.3S3 1i,336 17,336 (2,982) 

1,567,306 2,626,383 4.193,689 4,209 .611 4.209,611 (1 5,922) 

131 ,452 221.369 352,821 353,019 353,019 (198 

5 8 13 13 

1,474 2.488 

12,772 2.1 .561 34,334 2.5.577 25,577 8,757 

7,123 12.024 

34 ,934 47.172: 82.106 B6,455 86 ,456 (4,350) 

16,586 27,999 44,584 46.334 46,334 (1,750) 

139 234 373 373 373 (O) 

1,113,757 1,718.486 2,832,243 2.891 ,839 2,11!1,839: (59,596) 

105,128 172.079 2.77,207 279 194 279,194 (1,987) 

667,906 1.060.221 1,728,127 1.752 .931 1,7S2,931 (24,804) 

3,822.,980 6,179,~64 9,5&3,625 9,666r446 9,666,446 (102,821) 

5,159 7,332 12,491 . 12,767 12.767 (276) 

194,807 276 .404 

1,355 1,926 3,282 2495 2,•s5 787 

46 ,838 21,450 66,289 68 292 68,292 (3) 

2,031,353 2,873,662 4,905,015 4,551 596 4,SS1,S96 353,41 8 

165,665 234,041 3S9,705 3&5.7211 385,721 13,97€ 

192 273 .. s 465 

1,594 2,2€6 

75 107 183 183 

10,441 14,841 25,282 15966 15,90 9,294 

6,532 9 ,2&4 

29 .512 41,699 71,211 7t211 71.211 (0) 

16,351 23,240 39 ,591 442n .... . 217 (4,66{1) 

77 2 

2,601 3,696 (i,297 5,907 5,907 391 

1.1 98,41 7 1 639,306 2,837,722 2.828,655 2.828,655 9,067 

361,113 501,761 862,674 666,642 666,642 196.231 

747.986 1,001,316 1,749,302 1,749,3!:12 1,749.302 0 

4,8:20 ,069 6,652,607 10,981,709 10,40.2,862 10,402,86% 578,847 

1.598 1,859 3457 3.458 3,458 (1) 

174.722 203,321 

34,351 32.168 66,519 64.818 64.818 1,701 
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CDD Related Cost Report 

FY 00-(11 to FY 09-10 

FY CAP Rate 

AI {B) 

2000-01 23 

2000-01 23 

2000-01 23 

2000-01 23 

2000-01 23 

200()..(J1 23 

2{l00-(l1 23 

2000-01 23 

2000-01 23 

2000-Q1 23 

2000-01 23 

2000-01 23 

2000-01 23 

2000-01 23 

2000-01 Tota 

Grand Total 

Fund No. Grant Name 

IC) (D) 

424 CDBG 

428 CSBG 

663 OJK 

44V DOJ 

443 JTPA 

100-l.AFCO LAFCO 

40L l lEBG 

651 OCAP 

551-SYEP SYEPGF 

356 UOAG 

41G UNITE LA 

44A WIA 

41F WTW 

43Y YO 

C:\U.sers\usl!r\De.Sktl:lp\Modltied Copy of COD Related Cost History Report FYOC·Ollo FY 09·10, Tab: Cumulati~<l! Data 

SALARIES 

Appropriation Gene raJ Ali Needed 

{E) (F) (Gl 

4,693,604 10,156,619 111 ,984 

381,935 &!6,813 11,072 

152,324 750,61 9 400 

27,020 62.321 1.010 

200,674 379.224 4 ,796 

15.648 30 

13.455 4 

53,272 36 

10.339 6,716 

158.242 71 .545 1,669 

9,913 23.237 12 

2,169,804 4.986.020 212,949 

835,375 1.446.960 63,399 

969,946 2,110,636 88,906 

9,667,114 21,985,885 581,947 

100,104,879 238,121,626 6,946,055 

Prlnt Date: 1/S/2011, 11:24 AM 

RELATED COSTS PAYMENTS TO GEN FUND Unpaid RC 

Fringe Benefit$ Central Svcs Tob:l RC Fr Grant other Source Total Pd to GF Obligation 

(H) (II (J} =(H+I) {K) (L) (MJ = (K +L) {N)=(J-M) 

2,015,135 2,334,526 4,349,662 4,693,604 4,Ul.GG4 1343.942 

'l76,520 204,371 380,891 381.935 341 .935 (1,044) 

147,851 172,065 319,917 152,324 152.324 167,593 

12.409 14,344 2~ ,753 27020 27.020 (267 

75,324 87,202 162.526 200,674 200,674 38.148 

3,085 3 ,588 

2,650 3,084 5,734 5,734 

10.494 12,212 22,706 22,706 

2.953 2 ,767 

14.315 16,497 30,812 158,242 158,2oi2 (127,431) 

4,577 5,327 9,904 9,913 9,913 (1 0) 

1.010.835 1,155.402 2.166,238 2.180,788 2,180 ,79S 114,550 

293,965 335,859 629,824 835.375 835,375 (205,551l 

427.729 489 ,021 9Hi,750 919_946 919,9'6 (3, 196) 

4,4-08,515 5,073,616 9,091,693 9,6l:I,D91 9,621,098 [536,4041 

63,353,062 47,145,302 104,831,911 19,81~,825 4 ,292.,219 94.,105,064 10,726,867 

AH Sources 104,831,911 94 ,105.04.4 {10,72S,8S7) 

90'1. 
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