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REPORT from

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: June 1, 2018 CAO File No.
Council File No. 16-0393-S1 
Council District: Citywide

0220-05263-0002

To: Mayor

Richard H. Llewellyn, Jr., City AdministratisFrom: officer

Requests from the Mayor for report, dated February Q1,2017 and March 15, 2018; 
and request from the Public Works and Gang-Reduction Committee for report 
(C.F.16-0393-S1), dated March 14, 2018. " '

Reference:

FINANCIAL STATUS OF THE PUBLIC WORKS TRUST FUND (PWTF)
NO. 834 FOR FISCAL YEARS ENDING JUNE 30, 2016 AND JUNE 30 2017

Subject:

RECOMMENDATIONS

That the Mayor and the Council:

1) Receive and file the Public Works Trust Fund (PWTF) No. 834 Financial Status for 
2015-16 and 2016-2017;

2) Instruct the Board of Public Works to withhold from assessing, billing, and collecting 
interest on PWTF loans;

3) Instruct the Office of Finance (OOF) and the Controller to allocate and deposit the 
earned interest on any accounts subject to Mitigation Fee Act to the same account 
instead of the City’s General Fund and authorize the City Administrative Officer to 
make minor and technical adjustments to accomplish the intent of the changes 
proposed here in;

4) Instruct the City Administrative Officer and the Board of Public Works to develop a new 
lending policy and guidelines for the PWTF for consideration and adoption by the 
Board of Public Works and the Council; and,

5) Instruct the Board of Public Works to report back on the efficiency of each responsible 
Department in processing the construction related permits.
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SUMMARY

The PTWF was created by the City of Los Angeles in the early 1940s to hold a variety of fee 
deposits related to Public Works projects. The PWTF operates similar to a bank or escrow 
account where funds (receipts, deposits, fees, etc.) are held and disbursed for a specific purpose 
or refunded. Deposits are received and tracked individually, spent for intended purposes as 
authorized, transferred to the General Fund and other funds as reimbursement for work 
performed by the City, and refunded to the original depositors or permittees, when appropriate. 
The PWTF currently holds deposits from approximately 12,000 depositors spread across 29 
various appropriation accounts. Ninety-six percent of the deposits in the PWTF are for permits 
issued by the Bureau of Engineering (BOE) for private development and improvement projects. 
The Public Works Office of Accounting (OOA) is responsible for the administration, accounting 
and financial reporting for the PWTF.

The PWTF is being used by the City as a source of front funding, in the form of loans, to 
other City departments and funds. The Board is requesting to establish a policy that would allow 
the PWTF to assess and collect interest on outstanding loans to borrowers. The Board’s reason 
for this request is that the PWTF is invested through the investment pool of the OOF and has 
earned $3.3 million in interest in the past five years. About 98 percent of total interest earnings of 
the PWTF is allocated by the OOF to the City’s General Fund. When the PWTF is used as a 
lending source to front fund the capital projects, the City loses the General Fund revenue that is 
generated from the interest earnings.

This Office does not recommend assessing, billing, and collecting interest on PWTF loans for the 
following reasons:

Most of the PWTF loans are used to front fund grant funded projects;
The interest on the PWTF loan is not reimbursable from grants;
If the Board assesses and collects interest on the PWTF loans, the General Fund 
would be the source to pay the interest on the loan;
This collected interest from General Fund, then has to be transferred back to General 
Fund; and,
The cost of recording these transactions would be another burden upon the OOA and 
the City.

This Office considers the loss of interest earnings as a reasonable alternative to the cost the City 
would incur if the City had to borrow funds from private financial institutions to cash flow projects. 
The speed by which the PWTF loans can be made provides additional project cost savings that 
further mitigate the loss of any interest earned. Moreover, since the General Fund would be both 
the beneficiary of the interest earnings and the source of fund to pay the interest, the net effect of 
assessing interest is increased accounting workload.

However, there could be an exception to the Board’s lending policy and the PWTF interest
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earnings diversion based on the Mitigation Fee Act (MFA). The State of California MFA or 
Assembly Bill 1600, Gov. Code 6600 et seq. was enacted in 1987 with an effective date of 
January 1, 1989. The MFA regulates city and county practices regarding the structure, collection, 
and management of said fees. The Act requires that fees collected must be used for the project's 
intended purpose or returned to the depositor. Sections 66006 and 66008, the most relevant 
sections of this Act follow:

“Any interest income earned by moneys in the capital facilities account or fund 
shall also be deposited in that account or fund and shall be expended only for the 
purpose for which the fee was originally collected."

“A local agency shall expend a fee for public improvements, as accounted for 
pursuant to Section 66006, solely and exclusively for the purpose or purposes, as 
identified in subdivision (f) of Section 66006, for which the fee was collected. The 
fee shall not be levied, collected, or imposed for general revenue purposes. ”

The Board of Public Works conducted a Nexus Study this year that was presented to the City 
Council and Mayor on May 2, 2018 (C.F. 18-0394). The goal of the study was to determine 
"reasonable relationship" options for development of a City Policy to use the pre and post 1989 
unclaimed deposits in “Special Projects Deposits” account. The funds in this restricted account 
have been collected from developers, contractors, and property owners based on fees generally 
determined by the Department of City Planning, and typically collected at the public counters in 
the Bureau of Engineering. Some of the deposits in this account represent monies from defaulted 
bonds and settlements. The study concludes that the Special Project Deposits account could be 
subject to the MFA. The City Attorney concurs with the study’s conclusion, and believes that the 
Special Project Deposits account could be the only account in the PWTF that is subject to the 
MFA.

Therefore, if the MFA applies to any account, this Office recommends that:

The Board does not loan from the Special Project Deposits account;
The earned interest on the available cash balance of the Special Project Deposits account 
be allocated by the OOF to the Special Project Deposits account instead of the City’s 
General Fund; and,
The earned interest on the available cash balance of the Special Project Deposits account 
be spent for the purposes for which the fee was collected or be returned to the depositors.

ADDITIONAL ISSUES

After reviewing the Board’s reports on the financial status of the PWTF this Office noticed other 
issues that could be addressed, including the Board’s lending policy and the use of PWTF data to 
assess operational efficiency:
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> The PWTF Lending Policy:

As of June 30, 2017, the financial components of the PWTF are as follows (Amounts in millions):

$Total Deposit
Loans to Other Departments

124.70
$ (19.45)
$Cash Balance: 105.25

Cash Balance Reserved for:
Appropriations 
Loan for Approval/Release 
Pre/Post 1989 Restricted Deposits 
Working Capital (25% of Deposits)
Transfers to General and Special Funds 
Expected Exonaration of Bond for Jefferson Project $ 

Reserved Cash Balance:

$ (2.47) 
(15.51) 
(12.03) * 
(28.68) 

(5.91) 
(10.00) 

(74.60)

$
$
$
$

**

$

$Net Cash Available as of June 30,2017 30.65

*The Board of Public Works conducted a Nexus Study this year to determine "reasonable relationship" options for development of 
a City Policy to use the pre and post 1989 unclaimed deposits. The Nexus study was presented to the City Council and Mayor on 
May 2, 2018 (C.F. 18-0394)
** A $10 million General Improvement Guarantee Deposit was received from 9919 Jefferson LLC for Storm Drain Easement 
Project on 03/06/2017

The PWTF balance has cumulatively increased 70 percent in five years. This increase is 
consistent with the current economic condition and a resulting increase in construction and 
development activity in the City. According to the Department of Building and Safety, the value of 
private sector construction has cumulatively increased 129 percent in the same period.

Public Works Trust Fund Balance:

Fiscal Year June 30,2013 June 30,2017June 30,2012 June 30,2014 June 30,2015 June 30,2016
$ 73,560,163Ending Balance $ 73,210,084 $101,274,836 $ 107,598,305$ 82,101,187 $ 124,707,325

0.48% 6%12% 23% 16%Percent Change

Private Construction Value in Billions:

Fiscal Year June 30,2012 June 30,2013 June 30,2014 June 30, 2015 June 30,2017June 30,2016
Construction Value 3.4 3.8 5.3 6.6 7.86.8
Percent Change 12% -3% 18%39% 28%
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The PWTF is being used by the City as a source of front funding, in the form of loans, to 
other City departments and funds. Capital grant projects are on a reimbursement basis from the 
grantor. Therefore, the PWTF is sometimes a source to front fund said projects. As soon as a 
reimbursement from the grantor is received, the PWTF must be repaid. Loans are also made 
from the PWTF for emergency City needs, such as City payroll.

The Board of Public Works currently uses three ratios that were established years ago to 
determine the amount of loans, cash reserve and working capital:

1) The Total Amount of Loans Outstanding compared to the Total Amount of Deposits. The 
Board policy is to not exceed 30 percent;

2) The Total Amount of Loans Outstanding compared to the Fund Net Cash Balance (After 
Restricted & Reserved Funds and Before Outstanding and Pending Loans); and

3) The Total Amount of Restricted/Reserved Funds and Outstanding & Pending Loans 
compared to the Total Amount of Outstanding Deposits

i

To assure the solvency of the PWTF and to maximize its benefit and profitability, these ratios 
need to be re-evaluated and a detailed cash flow analysis should be considered for the following 
reasons:

• These ratios were established when the PWTF balance was stable and much lower; 
and,

• The PWTF balance has increased $51.5 million or 70 percent in the past five years; 90 
percent of this increase or $47.3 million is in six deposit accounts (types) that are 
directly related to the increase in construction and development activity in the City:
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Increase
Amount

2012-2017

June 30,2017 
Balance

June 30, 2012 
Balance

Account Description Increase %

U-Permit Deposits 2,569,881 1,666,876 903,005 54%
B-Fermit Deposits 34,555,498 21,700,991 12,854,507 59%
Land Work Order Deposits 4,257,000 1,056,772 3,200,228 303%
Vacation Work Order Deposits 5,224,330 2,635,406 2,588,924 98%
Excavation-Special Word Order Deposits 6,647,592

46,572,751
3,347,013 3,300,579 99%

Gen Improvement Guarantee Deposits 22,115,757 24,456,994 111%
90%Total: 99,827,051 52,522,815 47,304,236

• These deposits are short term and depend on the length of the project. For example, 
General Improvement Guarantee Deposits ($24.5 million) have to be returned back to 
the depositors upon completion of the project;

• The permit does not include the estimated completion date of the project, and the 
PWTF Administrator cannot estimate the completion date;

• The factor of “time” is not considered in any of the formulas and ratios that the Board is 
using to determine the lending policy and the financial solvency of PWTF; and,

• If the PWTF balance decreases sharply in a short period of time, the loan ratio to 
outstanding deposits will go well above current threshold of 30 percent.

This Office recommends that the Board consider a cash flow analysis to determine the amount 
and length of the future loans from PWTF.

> Operational Efficiency:

The PWTF balance has increased $51.5 million or 70 percent in the past 5 years and 90 percent 
of this increase or $47.3 million is in six deposit accounts (types) that are directly related to the 
increase in construction and development activity in the City. These are amounts collected by the 
BOE from developers, contractors and property owners for construction and development 
projects. A work order to record the actual costs of plan checking, surveying and engineering 
costs, inspection, testing of materials, furnishing street light energy, and furnishing and installing 
street signs, street trees, traffic warnings and regulatory signs is opened by the BOE. Upon 
completion of the work, costs are billed using actual work order charges and the City is 
reimbursed from the deposits. If actual charges are more than the deposit, the balance is 
refunded. If actual costs exceed the deposit, the difference is billed to the customer. All 
departments have to complete their part for a project to be deemed complete and for the deposit 
account to be closed.

While it certainly appears that construction activity is driving the increased balance within the 
PWTF, it is also possible that City productivity and/or resource allocations may also be impacting 
the increased balance. This is even more likely when activity increases rapidly over a short period
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of time. The Board’s PWTF report does not cover this important issue. We believe that it would 
be appropriate for the Board to address this in future reports. This Office recommends instructing 
the Board of Public Works to report back on the efficiency of the process for reviewing PWTF 
related permits.

FISCAL IMPACT STATEMENT

There is no impact to the General Fund. Implementation of the recommendations of this report 
does not impact the City's budget as the generated revenue by the interest collected on PWTF 
loans would come from the General Fund itself.

RHL:RA:06180014
Attachments
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DEPARTMENT OF PUBLIC WORKS

BOARD OF PUBLIC WORKS 
OFFICE OF ACCOUNTING 
Report No. 1

November 22, 2017

CD: All

FINANCIAL STATUS OF THE PUBLIC WORKS TRUST FUND (PWTF) 
NO. 834 FOR FISCAL YEAR ENDING (FYE) JUNE 30, 2017

SUBJECT:

RECOMMENDATION:

That the Board of Public Works, subject to Mayor and City Council approval :

1. APPROVE the annual Public Works Trust Fund Number 834 Financial Status Report for 
Fiscal Year End June 30, 2017: and

2. FORWARD report to the Mayor and City Council requesting to receive and file the Public 
Works Trust Fund Number 834 Financial Status Report for Fiscal Year End June 30, 2017.

TRANSMITTALS (EXHIBITS):

A. Five Year Comparative Deposit Amounts by Account
B. Deposit and Transfer Activity Details by Account
C. Detailed Description of Deposit Accounts
D. Status of Outstanding Loans Made to Other Funds
E. PWTF Appropriation Accounts and Descriptions

DISCUSSION:

Background - In April 2007, Council File (CF) No. 07-0600-S56 instructed the Department of 
Public Works (DPW) to provide annual accounting (financial status) reports of the PWTF No. 
834, including a description of its purpose, operation, deposit nature, and the status of outstanding 
loans. The most recent annual financial status report forwarded and considered by the Los Angeles 
City Council was in January' 2017, which reported on five fiscal years ending June 30, 2012 
through 2015 (CF No. 16-0393). On January 13, 2017, the Board of Public Works approved the 
annual financial status report for fiscal year ended June 30, 2017. Said report established the ability 
to assess, bill, and collect interest on PWTF loans issued to department(s), also known as
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borrower(s). The fiscal year ended June 30, 2016 was transmitted to the Office of the Mayor and 
now pending review by the Office of the City Administrative Officer. The Board of Public Works 
anticipates that with this new report for fiscal year ended June 30, 2017, the prior year’s report 
will be forwarded to City Council for its consideration via separate cover.

This financial report provides the status of the PWTF as of June 30, 2017. The deposit amounts 
by account for the last five fiscal years ending June 30, 2013 to 2017 is shown in Exhibit A with 
the following graphical ending balances:

PWTF No. 834 Fiscal Year End Balances 
From FYE June 30, 2013 to 2017

2013 2111 720 li ioiii
Fiscal Year Ending June 30

As of June 30, 2017, three out of 29 deposit accounts (types) comprise approximately 75% of the 
total fund balance. The top three deposit accounts (types) and balances are:

1. General Improvement Guarantee Deposits ($46.6 million);
2. B-Permits (£34.6 million); and
3. Special Projects ($12.0 million).

In terms of fund balance dollar change between fiscal year ends 2016 and 2017, 5 out of 29 deposit 
accounts (types) comprise nearly 109% of the fund growth offset by 18% decline in two accounts. 
Fund growth is driven by dollar value in deposits (transfer in) and expcnses/refunds (transfer out). 
Exhibit B provides a breakdown of deposit and transfer activities by deposit accounts (types). 
The top five deposit accounts (types) with highest positive (upward) dollar change within the last 
fiscal year are:

1. General Improvement Guarantee Deposits (£15.9 million change in balance);
2. Excavation Work Order Deposits ($1.0 million change in balance);
3. Land Work Order and Right-Of-Way Deposits ($0.8 million change in balance);
4. Special Project Deposits ($0.5 million change in balance); and

>.
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5. Vacation Work Order Deposits ($0.4 million change in balance).
The decline in balance was mainly due to the increase in the transfers made to the General Fund 
and Special Funds for completed projects followed by higher expenditures this year than last year. 
The two accounts contributing to the decline in fund growth are:

1. B-Permit Deposits ($1.8 million decrease in balance with total transfer outs of $15.5 
million); and

2. Street Tree Planting and Maintaining Initiative ($ 1.2 million decrease in balance with total 
transfer outs of $2.5 million).

Purpose of the PWTF

The purpose of the PWTF is to serve as a trust fund, which operates similar to a bank or escrow 
account, for deposits received from various depositors (also referred to as Permittees) to be used 
for specified Public Works-related purposes. Deposits (funds or receipts) are received and 
accounted for by Permittee in each respective account type for which the receipt belongs to. Each 
account is classified by purpose and a description, comprising of 29 current account types as 
described in Exhibit C. There are some non-deposit accounts that exist in the PWTF, which hold 
receipts from violations, fees, settlements, surcharges, or donations, yet these non-deposit account 
types comprise about 3% of the total fund balance.

Through proper cost accounting, fund receipts and expenses are monitored and tracked for 
intended and authorized purposes (i.e. project specific) by Permittee. On an interim basis, as a 
project is partially completed and fund is reconciled, fund balances are transferred to the respective 
department’s general fund and/or special fund as appropriate. However, when the project is fully 
completed and closed, final accounting and reconciliation of the project will determine if the 
deposit amount received is either (a) sufficient to cover all expenses, (b) more than the amount 
expended, which then requires a refund due to the Permittee, or (c) insufficient to cover all 
expenses, which then requires a billing or invoice to the Permittee for the recovery of costs due to 
the City for expenses exceeding the deposit.

The Office of Accounting (OOA) is responsible for ensuring that all the transactions recorded into 
the PWTF are properly accounted for, and that an annual financial status report is prepared and 
submitted to the Mayor and City Council, subject to approval by the BPW. Further, pursuant to 
the Los Angeles City Charter Sections 581(f) and 582(i), the DPW shall make a ..determination 
of benefits, damages and costs incident to a proposed change or improvement of any public place, 
right-of-way or property belonging to the City....” and that the Director of Public Works shall 

. file with the board and the Mayor a written report on the work of the department on a regular 
basis as requested by the Mayor or boardf respectively. The latter would include the work, 
control, and oversight of funds in the PWTF No. 834.
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Management of the PWTF

Three management functions are evidenced in the PWTF - (I) Accountant, (2) Collector, and (3) 
Administrator. The OOA acts as the PWTF Accountant and the Bureau or Board Offices act as 
the PWTF Collector and Administrator of the funds. The Administrator directs the use of the 
PWTF and provides specific instructions to the Accountant regarding the proper disposition of 
each deposit (receipt). Deposits in the PWTF are received initially by the Bureaus (i.e. 
Engineering, Street Lighting, Street Services, and Contract Administration) or Board Offices. 
Receipts are then deposited and accounted for in the PWTF by the OOA, and held for future 
disposition, appropriate to the particular type of deposit. For example, deposits supporting at-cost 
work are transferred to the General Fund and other special funds as applicable when work is 
completed and revenues are earned. On the other hand, deposits made to guarantee that the work 
will be completed are held in the PWTF pending instructions from the responsible Bureau, 
whether to release and refund the original depositors or to declare deposits in default and then 
transfer the deposits to the special projects account, to be used by the City to complete required 
work.

Accounting and Financial Reporting of the PWTF;

The PWTF is audited by independent certified public accountants (CPAs) as part of the City’s 
annual audit. Within the last eight FYs, no performance or financial audits had been conducted. 
Along with other City funds, the PWTF is included in the City’s Comprehensive Annual Financial 
Report (CAFR) and is treated as a liability of the City. The OOA is responsible for performing the 
accounting and financial reporting of the PWTF. This includes but not limited to creating, 
processing and entering all receipts, appropriations, encumbrances, expenditures, transfers, 
refunds, and journal entry transactions for the PWTF in the Controller’s Financial Management 
System (FMS) as the General Ledger, and making detailed accounting of all financial transactions 
for each Permittee in the PWTF system, which serves as a Subsidiary Ledger. The PWTF 
Subsidiary Ledger contains the details for each deposit, such as the name and address of the 
depositor, document reference, work order number, project address or reference, type of deposit, 
etc. The OOA is required to reconcile the PWTF Subsidiary Ledger against the City’s FMS 
General Ledger on a monthly basis. The reconciliation impacts the interim transfers that are made 
to the general and special funds. Subsequent to June 30, 2016, the new PWTF system developed 
internally by the BOE with close partnership with the OOA and the Financial Systems Division 
(FSD) was implemented in July 2016. The new system provided efficient and effective vehicle 
for reconciliation.

In addition to working with and reconciling against both general and subsidiary ledgers, loans are 
made from the PWTF to front-fund the projects of borrower department(s) and fund(s). These 
loans are manually tracked and monitored by OOA. The total outstanding loan amount decreased 
from $26 million in FY 2014-15 to $23.7 million in FY 2015-16 (a decrease of $2 million) and 
further decreased to $19.5 million in FY 2016-17 ($4.3 million decrease from prior year) due to
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aggressive collections efforts. Exhibit D shows the status of outstanding loans from PWTF, 
including updates/responses from Borrower(s) to the collection letters sent by BPW.

FINANCIAL STATUS OF THE PWTF:

As of June 30, 2017, the PWTF consists of more than 12,000 deposits/permits with a total 
accountable deposit amount of $124.7 million. Out of this amount, $19.4 million is loaned out to 
various departments and funds (Exhibit D), $1.9 million is appropriated (Exhibit E), and $12 
million is restricted for pre and post 1989 unclaimed deposits. At any given time, 25% of the total 
deposits is set aside as a reserve for working capital to provide for periodic permittee refunds.

As of June 30, 2017, the financial components of the PWTF are as follows:

(In thousandth) 
$ 124,707

19,450 ) 
105,257

Total Deposits
Loans to Other Departments/Funds 

Cash Balance
i

Cash Balance Reserved for:
Appropriations
Loans for Approval/Release
Pre/Post 1989 Restricted Deposits
Working Capital Set Aside (25% of Deposits)
Transfers to General and Special Funds
Expected Exoneration of Bond for MCB 30239
Net Cash Available as of June 30, 2017

($ 2,472 ) 
15,508 ) 
12,033 )* 
28,677 ) 

5,911 ) 
10.000) 
30.656

(
(
(
(

L * *

£

‘DPW is conducting a Nexus Study this year to determine '‘reasonable relationship" options towards development of a City Policy to 
use the pre and post 1989 unclaimed deposits. The Nexus study is expected to be presented to the City Council and Mayor in early 
2018. See page 7 for more details
** A $10 million General Improvement Guarantee Deposit per MC830239 was received from 9919 Jefferson, LLC for work order/B- 
Permit No. BR402804 (Storm Drain Easement) on 03/06/2017.

INTEREST EARNINGS:

Like any other City funds, PWTF is invested through the City’s investment pool managed by the 
Office of Finance (OOF). About 98% of total interest earnings of the PWTF is allocated by the 
OOF to the City’s general fund. PWTF earned about $3.75 million in interest earnings for the last 
five years or an average of $750,000 annually. This excludes interest earnings lost on funds that 
are loaned out to Borrowers). Thus, in fiscal year 2016, BPW implemented charging 
department(s)/Fund(s) borrower(s) interest on outstanding loans based on the interest rate earned 
by the OOF on the City’s investment pool.
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Interest earnings of the PWTF for the last five fiscal years is shown below:

FYE June 30 Average Cash Balance Interest Earned Per Cent
$42,931,000 $ 587,0002013 1.37%
$48,305,0002014 $ 544,000 1.13%
$58,961,000 $ 622,0002015 1.06%
$76,967,000 $ 900,0002016 1.17%
$94,090,0002017 $1,098,000 1.17%

Total Interest Earned $3,751,000

LOANS FROM PWTF:

The PWTF is being used by the City as a source of front funding for capital grant-funded projects 
in the form of loans to other City departments and funds. Capital grant projects are on a 
reimbursement basis from the grantor; hence, PWTF is considered to front fund said projects. As 
soon as a reimbursement from the grantor is received, PWTF must be repaid. Loans must be 
requested first from the Director of the OOA to ensure that funds are available in the PWTF, The 
Director of OOA and/or Executive Officer must give priority to ensuring that there is sufficient 
funds set aside for permittee refunds. Once OOA confirmed that a loan can be accommodated, the 
borrowing department must seek approval from the BPW and then, City Council and Mayor. Once 
City Council and Mayor approves the loan, the OOA transfers the fund from PWTF to the 
requesting department, fund, and account, subject to proof of repayment source such as grant 
award letter or other funding source. Since December 2016, the Executive Officer has cautioned 
the Board the Public Works to proceed conservatively to balance between loan requests and cash 
flow liquidity to ensure that the loan percentage does not exceed 30%. If the loan percentage 
exceeds 30%, the Board’s Executive Officer is prepared to advise the Board not to approve any 
new loan requests without decreasing its outstanding loan amount portfolio.

As of June 30, 2017, the outstanding loans from PWTF totaled $19.45 million. These loans were 
initially disbursed from August 2005 through April 2017, with due dates ranging from June 2010 
through some open-ended dates. The schedule of borrower department and funds and the aging of 
the loan is shown in Exhibit D. The loans are interest free which cost an estimated $1.674 million 
interest losses for PWTF from FYE 2013 to 2017 (5 years), average of $334,832 annually.

On average, of those outstanding loans that projects have been completed yet loan not repaid, the 
loan arrears or past due time range is about 8 years. There are certain Council actions authorizing 
loans that do not have specific repayment dates, but include such repayment notations as “upon 
completion of the project or upon receipt of funds". This is a practice that the BPW is diligently 
working to curtail. All loans from PWTF cannot be written off due to the nature of the fund, (i.e., 
PWTF is a liability of the City to the depositors/permittees). PWTF is an obligatory fund that
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requires liquid assets in the form of cash and receivables to fund third party deposits that the City 
is obligated to pay back. Therefore, it is mandatory that loans from the PWTF be repaid.

Effective March 2016 and pursuant to BPW’s last Council Report (CF No. 16-0393), the BPW 
implemented a more streamlined policy in regards to the issuance of loans from PWTF. Any loans 
by fund and department (borrowers) must be pre-approved first by the Director of the OOA for 
fund availability and by the Executive Officer of BPW for meeting the 25% benchmark. The 
borrowers must then prepare a board report seeking approval of the loan from the BPW, subject 
to City Council and Mayor’s approval. The Board Report should identify clearly the following:

Amount and purpose of the loan.
Exact or estimated date when the loan will be paid.
Source of fund from which the loan and interest will be paid off.
How the loan will be paid off if the expected source of funding will not materialize.
Any new loans, including additions to an already existing loan must be approved by the 
BPW.
The BPW will seek final approval of the loan from the Council and Mayor.

1.
2.

3.
4.
5.

6.

Any PWTF loans that by-passed the above procedures may not be funded. This is to prevent over
extending credit from the PWTF and ensure its fund obligatory nature and liquidity.

NEXUS STUDY:

The purpose of the PWTF (PWTF) Nexus Study and Policy Development Project is to provide an 
independent nexus review of the PWTF focused on identifying the linkage or nexus between 
deposits on record and how the DPW can use the funds for potential infrastructure or improvement 
projects, if at all. This includes identifying the original use and purpose of deposits held in the 
PWTF and present a framework for the disposition of those funds. The BPW released the Request 
for Proposal (RFP) in February 2017 and received one bid proposal by the April 2017 deadline. 
Subsequently, the BPW entered into contract with the Bronner Group, LLC in June 2017. As of 
November 2017, the project is near completion with its benchmarking study and review of 
deposits with anticipation of full projection completion in December 2017. Upon the completion 
of the Nexus Study, which includes the review of all deposits, benchmarking study, development 
of policy recommendations from the Consultant and legal advice from the Office of the City 
Attorney, City management will have the tool to use in deciding on how and under what 
parameters, if any, can the Department use said funds, if any, for potential public infrastructure or 
improvement projects. The final policy recommendations will be presented to City Council and 
Mayor for consideration in early 2018.

PWTF SYSTEM SUBSIDIARY LEDGER:

The old PWTF System, which was in the DOS Mainframe format, has been replaced by a new 
system with a Windows based operating format. The City did not incur any additional cost for the 
new system which was limited to staff salary only. The system was developed internally by the



PWTF Report FY 17
November 22, 2017
Page 8 of 8

Board of Engineering's systems staff. The new system went live on July 2016 and is now being 
maintained by the BPW FSD. OOA will continue to work with BOE for the second phase of the 
development of the new system which is being viewed to have an interface with FMS. This will 
facilitate a more expedient transfers of money to the General fund and other special funds 
electronically.

NEXT STEPS AND CHALLENGES:

The following is a series of next steps anticipated to continue to improve and strengthen the 
oversight of the PWTF. This list is not intended to be exhaustive but rather a road-map.

* Nexus Study Recommendations
As mentioned above, the Nexus Study will be concluded by the Consultant, Bronner Group 
LLC. on December 2017. The result of the study with the recommendations will be presented 
to the Mayor and Council on early 2018.

• Quarterly transfers from PWTF to the General Fund and other Special Funds and 
Catch Up with PWTF Backlogs
Since July 2015, only one Senior Accountant I is assigned as the dedicated staff to the PWTF 
and a paygrade determination to increase from a level I to II has been pending at the Office of 
the City Administrative Officer. The work load has significantly increased within the last year 
and having this paygrade determination is critical. Upgrading the position to a Senior 
Accountant II level will also retain the staff and ensure that no backlog is created or slows 
down operations.

* Work with BOE for the upgrade (Phase II) of the PWTF subsidiary ledger
As discussed above, Phase I of the new PWTF Subsidiary Ledger System went live on July 
2016. Phase II will facilitate for an interface with the City’s FMS and is expected to provide a 
more efficient and effective facility for periodic transfers from PWTF to the Genera! fund and 
other Special funds. OOA and FSD will work closely with BOE and the Controller’s Office 
for the development of the Phase II of the PWTF Subsidiary Ledger System.

FISCAL IMPACT:

Action to receive and file this report will not have an impact to the City's general fund.

Respectfully submitted
/

1Z.
FERNANDO5CAMPOS 
Executive Officer

ViemRIAM. santi^Tjo
Director' Office of Accounting

S://Admin2/initiatives/PWTF/Fin Status Report FY 17



PUBLIC WORK TRUST FUND 

EXHIBIT A
COMPARATIVE DEPOSlf AMOUNTS BY ACCOUNT 

FY 2013 to FY 2017 !

PWTF - SL 
Account 
Number

FMS Dept. 
Rev. Source

Account Description June 30, 2017 June 30, 2016 June 30, 2015 June 30, 2014 June 30, 2013

1,827,3002,569,681 2,187,446 1,989,167 1,636,400U-Permit Deposits3244013250
A-Permit Deposits 15.750 14,260 14,100 9,1003241013251 5,000

116,770 109,270 93,559423301 Revocable Permit Deposits 57,227 34,0003963
Street Tree Planting & Maintaining Initiative to 
Plant Trees Deposits_____________________ 1,390,566 2,773,585 866,6372,615,299 1,110,5334013 429601
Construction Traffic Management Traffic Deposits 22,5504230 466001 5,604 6,955 2,750
City Contractor-Disputed Living Wage Violations 2,621 4,259 3,484481201 2,621 2,5814323

416,924Japanese Garden Facility Use Fees 557,368 489.477 366,232 436,1674422 493405
Damage Claims and Settlements 1.091,507 1,091,507 1,091,507512101 1,091,507 1,091,5074521
Development Charges 2,500 2,5004665014665 2,500
Other Financing Sources 159,887 216,374 227,574574100 196,553 246.5744861
Street Lighting Deposits 
Special Project Deposits

242,191 197,641 190,591213,241574201 157,7914871
11,566,801 11,312,6334873 12.032,757 10,937,668 10,628,024574202

B-Permit Deposits 36,660,416574203 34,555,497 36,390,081 27,375,879 21,555,5644875
574206 Land Work Order and Right-of-Way Deposits 4,257.0004676 2,237,698 2,278,054 1,692,6133,454,126

Vacation Work Order Deposits 5,224,330 4,236,637 3,649,5414877 574205 4,785,664 3,179,675
Monument Bond Deposits574206 1,093,394 1,065,7684878 1,236,494 1,204,394 1,041,185
Excavation Special Work Order Deposits 6,647,592 5,618,3424879 574207 4,759,999 4,414,278 3,671,536
General Improvement Guarantee Deposits 46,572,751 30,640.623 26,790,600 23,369,499574206 22,603,0604860
Subdivision Guarantee Deposits 3 459,890 2,061,769574209 3,750,640 1,490,419 1,681,6694881

1,890,880 1.890,880Street Tree Deposits 1,890.880 1,890,880 1,890,8804883 574210
Oak Tree Deposits 793,607574211 793,607 793,607 819,997 819,9974884

42,790Overload Charge Account Deposits574213 47,804 47,804 42,2904887 40,790
574200 Miscellaneous Deposits4888 301,275 58,228 150,455 24,664

Expedited B-Permit Deposits 132,202EXBP 574292 100,454
Expedited E-Perm its DepositsEXEP 574296 715,679 266,222 101,500427,722
Expedited Highway Dedication Investigation & 
Processing Deposits_____________________EXHD 574295 65,000 50,000 27,500 5,000

EXRP iExpedited Revocable Permit Deposits574294 130,884 57,130 7,50079,130
Expedited U-Pemnit DepositsEXUP 574293 182,094 59,594 8,76094,594
Public Street Name Change DepositsPSCD 574215 18,692 9,3469,346 2,500

124,707,325 101,274,636 i 82,101,187 : 73,560,163TOTAL 107,598,305

i

A-2013-2017 COMPARISON Page 1 of 7



PUBLIC WORK TRUST FUND 
EXHIBIT B

DEPOSIT & TRANSFER ACTIVITY DETAILS BY ACCOUNT 
FY 2016/2017

i

FMS Dept. Rev. 
Source

PWTF-SL 

Account Number

Transfers 

FY 2017
Deposits 
FY 2017

June 30, 2017Account Description June 30, 2016

324401 U-Permit Deposits 390,000,00 (7,566,77)3250 2.107,447,50 2,569,880 73
A-Permit Deposits3251 324101 15,749.8514,249.85 1,500.00

423301 116,770 043963 Revocable Permit Deposits 109,270.04 13,500.00 (6,000.00)

Street Tree Planting & Maintaining Initiative 1,247,065.00 (2,471,795.98);4013 429601 2,615,299.13 1,390,568.15
Construction Traffic Management Deposits 604,085.80 (605,436.39),466001 6,955.00 5,604.414230
Development Charges4665 466501
City Contractor-Disputed Living Wage Violations 2,620.72 2,620.724323 481201
Japanese Garden Facility Use Fees4422 493405 116,918.43 (49,028.25) 557,367.64489,477 46
Damage Claims and Settlements ' 1,091,507.00512101 1,091.507.004521
Other Financing Sources4861 574100 196,552.56 10.000.00 (46.665.98) 159.886.5B

574201 28,950.004871 Street Lighting Deposits 242,191.45213,241.45
Special Project Deposits 
B-Peimit Deposits______

574202 11,566,800.85 471,664.15 12,032,757.494873 (5,707.51)
34.555,497.5636,390.080.83 13,669,565.20 (15,504,148,47)4675 574203

Land Work Order and Right-of-Way Deposits 805.873.31 (3,000.00)574206 3,454.126.22 4,256,999.534B76
Vacation Work Order Deposits 5,224,329.97574205 4.765.664.01 460,621.51 (41,955.55)4877
Monument Bond Deposits4878 574206 1,204,393.80 32,100.00 1,236,493.80
Excavation Special Word Order Deposits 1,046,517 18 (17,266.85)4879 574207 5,618,342.03 6,647,592.36
General Improvement Guarantee^ Deposits (4,687,706,49)574208 30,640,622 59 20,619,834.96 46,572,751.064880
Subdivision Guarantee Deposits (496,16846)574209 3,459,889.86 786,918.84 3,750,640.244881

1,890,880.194883 574210 Street Tree Deposits 1,890,880.19
4884 574211 Oak Tree Deposits 793,606.68 793,606.68

Overload Charge Account Deposits 47,803.83574213 47.803.834887
Miscellaneous Deposits4888 574200 58,228.00 263.047.00 (20,000.00) 301,275.00

PSCD Public Street Name Change Deposits 9,345.80 18,691.60574215 9,345.80
574292 Expedited B-Permit Deposits (13,251,84)EXBP 100,454.07 45,000.00 132,202.23
574296 Expedited E-Permits DepositsEXEP 427,721.79 288,500.00 (542.59), 715,679.20

Expedited Highway Dedication Investigation & 
Processing DepositsEXHD 574295 50,000.00 65,000.0013.000.00

574294 Expedited Revocable Permit Deposits 79,130.00 53,500.00 (1,746.36)EXRP 130,883.64
574293 Expedited U-Permit Deposits 87,500.00EXUP 94,594.16 162,094.16

41,087,007.18107,598,305.42 |23,977,987.49)|TOTAL 124,707,325.11

!

i
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PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

Dept. Revenue 
Account No. 
(FMIS - FMS)

Detailed Description of Deposit AccountsRevenue Account Name

These are amounts collected from permittees for Utility Permit (U-Permit) issued by the Bureau of 
Engineering (BOE) to allow construction, inspection, maintenance, repair, abandonment or removal 
of facilities that require vertical, horizontal, directional borings, trenching or excavation in the 
public right-of-way. These permits are issued using actual work order charges. If actual work order 
charges are less than the deposit, the balance is refunded, otherwise, the difference is billed to the 
permittee. Most revenue from the work performed is credited to the General Fund of the 
performing Bureau. However, certain fees and surcharges, such as the Construction Services Center 
Surcharge, and the Board of Engineering Equipment and Training Surcharge, are credited to the 
designated special funds._______________________________________________________________

U- Permit Deposits3250 - 324401

These are amounts collected from permittees for an A-Permit (LAMC 62.106a) issued by BOE to 
allow minor construction in the public right-of-way which includes repair, construction or 
reconstruction of curbs, sidewalks, driveway approaches or gutters, and work appurtenant to the 
foregoing, work within a public easement, where the work contemplated is limited in extent and 
can be constructed to match existing grades without a survey or engineered plans. A-Permit is also 
often issued in conjunction with sewer permit which require excavation in a public street.

A- Permit Deposits3251 - 324101

These are amounts collected from permittees of Revocable Permit (R-Permit) issued by BOE to 
grant conditional encroachment of the public right-of-way by private parties not authorized to 
occupy the right-of-way. The R-Permit review process ensures that encroachments are checked for 
compliance with the City's specifications for designs, use, material, and inspection.

Revocable Permit 
Deposits

3963 - 423301

Street Tree Planting & 
Maintaining Initiative to 
Plant Trees Deposits

These are amounts collected from the Los Angeles Department of Water and Power, the Port of Los 
Angeles and the South Coast Air Quality Management District, to plant and maintain trees as part 
of the Mayor's Million Tree Initiative. This account was established during fiscal year 2008-09.

4013-429601

1 | f



PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

Construction Traffic 
Management Deposits

These are amounts collected from developers, contractors or property owners whose work falls 
underthe MajorTransit and Transportation Construction Traffic Management Committee (TCTMC). 
The fee is based on City administrative costs required to enforce and minimize the loss of traffic 
capacity within various Major Transit and Transportation Construction Impact Areas resulting from 
construction activity. Amount is distributed on a quarterly basis to the General Fund based on the 
actual costs incurred by the Bureaus of Engineering and Contract Administration and LA 
Department of Transportation. _____ ____

4230-466001

4323-481201 City Contractor- Disputed 
Living Wage Violations

These are amounts collected from City contractors disputing violations of the City’s Living Wage 
Ordinance, as determined by the Public Works Bureau of Contract Administration, Office of 
Contract Compliance (OCC). Per the Los Angeles Administrative Code (LAAC) Sections 10.37 et. seq., 
the deposits are held pending an arbitrator's decision on the dispute. The LAAC also provides that 
interest earned on this account shall be added to the principal sum deposited. This account was 
established during fiscal year 2008-09.

4422-493405 Japanese Garden 
Facilities Use Fees

These are amounts collected for use of the Japanese Garden and proceeds from the sale of 
Japanese Garden Gift Shop items. The amounts are also used to improve and operate the garden 
and to procure gift shop items. The Japanese Garden is located at the Donald C. Tillman Water 
Reclamation Plant in Van Nuys. The Mayor's Citizens' Advisory Committee to the Japanese Garden 
provides public participation and guidance for use and operation of the Garden.

Damage Claims and 
Settlements

These are amounts from contractual contribution from Browning Ferris Industries (BFI). The deposit 
is to be used for a public benefit project (Lanzit Project Industrial Site} in Council District 8.

4521-512101

4861 - 574100 Other Financing Sources These are donations to the City to help finance specific programs and projects. Currently, these 
donations include the Keep Los Angeles Beautiful Program and the Valley Village community 
identification sign and landscaping.

2 | P 3



PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

These are amounts collected from developers, contractors and property owners for work to be 
performed by the Bureau of Street Lighting (BSL), such as relocating street lights or pull boxes and 
expediting plan checks. A work order is opened by the BSL and upon completion of the work, costs 
are billed using actual work order charges. If actual charges are less than the deposit, the balance 
is refunded, otherwise, the difference is billed to the depositor. Revenue from the work performed 
is credited to the 5treet Lighting Maintenance Assessment Fund.

4871 - 574201 Street Lighting Deposits

These are amounts collected for a specific development project collected by the BOE from 
developers, contractors, property owners and other agencies. Deposits include non-refundable 
amounts taken from defaults on surety bonds for non-performance by developers and contractors, 
and cash payments for work to be performed by the City for development projects. Cash payments 
are made as conditions of subdivision or planning actions and are made in-lieu of constructing 
public improvements. Deposits are used to perform the work on a per project basis as directed by 
the BOE.

Special Project Deposits4873 - S74202

These are amounts collected from developers, contractors and property owners for work to be 
performed by City in connection with a Class "B" Street Permit (B-Permit) issued by the BOE. Per 
LAMC, Section 62.110, the permittee must deposit a sufficient amount with the Department of 
Public Works, to reimburse the City for any and all costs of (1) design, plan checking, surveying and 
engineering costs or fees, (2) inspection, (3) testing of materials, (4) furnishing street light energy, 
(5) furnishing and installing street name signs, street trees, traffic warning and regulatory signs, (6) 
sandblasting obsolete pavement markings, and (7) any appurtenance work or other applicable 
costs. B-Permits are billed using actual work order charges. If actual charges are less than the 
deposit, the balance is refunded, otherwise, the difference is billed to the permittee. Most revenue 
from work performed by the BSL is credited to the Street Lighting Maintenance Assessment Fund, 
while certain fees and surcharges, such as the Construction Services Center Surcharge, and the 
Bureau of Engineering Equipment and Training Surcharge, are credited to the designated special 
funds.

B-Permit Deposits4875-574203
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PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

These are amounts collected by BOE from developers, contractors and customers for right-of-way 
and land-related work such as dedication of an easement, quitclaim of an easement, 
relinquishment of future dedications or a private street name. A work order to record actual costs 
is opened by the BOE and upon completion of the work, costs are billed, using actual work order 
charges. If actual charges are less than the deposit, the balance is refunded, otherwise, the 
difference is billed to the customer. Most revenue from the work performed is credited to the 
General Fund of the BOE. However, certain fees and surcharges, such as the Construction Services 
Center Surcharge, and the Bureau of Engineering Equipment and Training Surcharge, are credited 
to the designated special funds.

Land Work Order and 
Right-of-Way Deposits

4876 - 574204

These are amounts collected by the BOE from developers, contractors and other customers for 
property vacation work. A work order to record actual costs is opened by the BOE and upon 
completion of work, costs are billed, using actual work order charges. If actual work charges are 
less than the deposit, the balance is refunded, otherwise, the difference is billed to the customer. 
Most revenue from the work performed is credited to the General Fund of the BOE. However, 
certain fees and surcharges, such as the Construction Services Center Surcharge, and the Bureau of 
Engineering Equipment and Training Surcharge, are credited to designated special funds.

Vacation Work Order 
Deposits

4877-574205

These are cash bonds posted by developers, contractors and property owners when survey 
monument requirements have not been fully met at the time of recordation, and to assure required 
surveying work is completed. The deposits guarantee that the private surveyor of record will set 
the final monuments when directed by the BOE. The deposits further guarantee that the private 
surveyor is paid for setting the monuments. Upon satisfactory completion of and payment for the 
surveying work, the BOE directs a refund of the deposit.

Monument Bond 
Deposits

4878 - 574206
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PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

These are amounts collected by the BOE from developers, contractors and other customers for 
excavation-related work to be performed. The deposits to this account include the estimated cost 
of checking plans, inspecting, testing and surveying. A work order to record actual costs is opened 
by the Bureau of Engineering and upon completion of the work, costs are billed using actual work 
order charges. If actual charges are more than the deposit, the balance is refunded, otherwise, the 
difference Is billed to the customer. Most revenue from the work performed is credited to the 
General Fund of the BOE and Board of Contract Administration (BCA). However, certain fees and 
surcharges, such as the Construction Services Center Surcharge, and the Bureau of Engineering 
Equipment and Training Surcharge, are credited to designated special funds.

Excavation Work Order 
Deposits

4879 - 574207

These are amounts collected by the BOE from developers, contractors and property owners for 
general improvement cash bonds. These deposits are usually made in connection with City planning 
cases, street vacations, issuances of building permits, excavation lateral supports, and 
import/export hauling routes. The bond guarantees the completion of required public 
improvements, such as construction of streets, storm drains, sewers, alleys, street trees, street 
lights and traffic facilities at or adjacent to the project location. The City holds the cash bond until 
the improvements have been constructed and accepted by the City Engineer. When the developer 
completes the construction of the improvements, the bond is exonerated and the cash is returned 
to the depositor. If the construction is not completed, the bond is declared in default and the 
deposit is transferred to Account 4873, Special Project Deposits, to be used by the City to complete 
the improvements.____________________________________________________________

General improvement 
Guarantee Deposits

4880 - 574208
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PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

These are amounts collected by the BOE from developers of subdivision projects for improvements. 
Developers post these cash bonds in connection with the recordation of tracks and parcel maps. 
The cash bond guarantees construction of the required public improvements, which usually consist 
of streets, storm drains, sewers, street lights and traffic facilities at or adjacent to the subdivision 
location. The City holds the cash bond until the improvements have been constructed and accepted 
by the City Engineer, When the construction is completed, the bond is exonerated by the City 
Engineer and the cash is returned to the developer. If the construction is not completed, the bond 
is declared in default and the deposit is transferred to Account 4873, Special Project Deposits, to 
be used by the City to complete the improvements.

Subdivision Guarantee 
Deposits

4881 - 574209

These are amounts collected by the BOE or the Bureau of Street Services from developers and 
contractors for tree planting. Trees are required to be planted in accordance with development 
plans. The deposit guarantees that the trees will be planted by the developer or the deposit will be 
forfeited. Once planted, the developer can apply for a refund, otherwise, if the trees are not 
planted, the City will plant the trees using the deposit in this account.

Street Tree Deposits4883 - 574210

These are amounts collected by the BOE from developers and contractors for oak tree planting, 
replanting and relocation. Developers post these cash bonds to guarantee that oak trees will be 
planted, replanted or relocated and to assure their continuous living existence at the approved 
planting, replacement or relocation site for three years. Once the developer has complied with 
these requirements and the work is accepted by the City Engineer, the bond is exonerated by the 
City Engineer and the cash is returned to the developer.

Oak Tree Deposits4884-574211

Overload Charge Account 
Deposits

These are amounts collected by the Bureau of Street Services from overload haulers to provide for 
billings on credit. The LAMC, Section 62.141 provides that in lieu of paying individual overload 
permit fees and making individual deposits, the applicant may make and maintain with the Board 
of Public Works a general deposit which is used to guarantee payment of permit and inspection 
fees that are billed on a monthly charge account.

4887-574213

These are all other deposits which are not directly identifiable to any of the PWTF deposit accounts 
or classification of which cannot be determined at once.

Miscellaneous Deposits4888 - 574200
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PUBLIC WORKS TRUST FUND
EXHIBIT C

DETAILED DESCRIPTION OF DEPOSIT ACCOUNTS
FY 2016-2017

These are amounts collected by the BOE from owners of real property abutting any public street 
and requesting that the name of any street upon which said petitioner's real property abuts, be 
changed.____________________________________________________________________________

Public Street Name 
Change Deposits

PSCD-574215

These are non-refundable deposits to pay for the anticipated cost to plant a tree at an off-site 
location for private development and residential projects as an option to satisfy the Department of 
Public Works’ Tree Replacement Policy of two-for-one tree replacement/tree removal ratio; and, 
to provide the Department of City Planning with a permit alternative compliance option for private 
residential development projects to meet the City's Zoning Code requirements.________________

Tree Replacement and 
Planting In-Lieu Deposits

- 574217

These are amounts collected by the BOE for estimated total cost of providing expedited services for 
a B-Permit when an applicant elects to obtain expedited Bureau services.

Expedited B-Permit 
Deposits

EXBP - 574292

These are amounts collected by the BOE for the estimated total cost of providing the expedited 
services for an E-Permit when the applicant elects to obtain expedited Bureau services. E-Permit is 
issued for jobs in or adjacent to public streets for the purposes of the street tight relocation, shoring 
(lateral support), monitoring well, soil boring, private conduits (non-franchise) and others._______

Expedited E-Permit 
Deposits

EXEP - 574296

Expedited Highway 
Dedication Investigation 
& Processing Deposits

These are amounts collected by the BOE for the estimated total cost of providing the expedited 
services for highway dedication and processing when an applicant elects to obtain expedited 
Bureau services.

EXHD-574295

Expedited Revocable 
Permit Deposits

These are amounts collected by the BOE for estimated total costs of providing the expedited 
services for a Revocable (R) permit when the applicant elects to obtain expedited Bureau services.

EXRP - 574294

Expedited U-Permit 
Deposits

These are amounts collected by the BOE for estimated total cost of providing expedited services for 
a Utility Permit (U-Permit) when an applicant elects to obtain expedited Bureau services.

EXUP- 574293
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PUBLIC WORK TRUST FUND EXHIBIT O
OUTSTANDING LOAN TO OTHER fUNDS/DEP ART M ENTS 

AS OF JUNE 30. 2017

QWG PYMT PLAN DUE 
DATE/TOTAL 
PAYMENTS j

ORIGINAL LOAN
AMOUNT

SOURCE Of 
PYMT

DATE OF 
LOAN

COUNCIL
FILE#

BALANCE DUE AS 
OF 0B/3W2G17

% to TowlFUNQ/DEPT LOAN TO NOTES/COMMENTSDESCRIPTIONREF*
Loan

Reminder letter was sent cm 08-30-2017 and no 
response ye1. Las1 payments were on 06/20/3017 
for SI 0.000 and On 02/10/2016 tor J750.000. Last 
year , a reminder letter was also sent on 08-24
2016 and a follow-up letter sent on 11-14-2016, no 
response has been received yel.)

GCHE, Nat! Park 
Svc, Ouimby fees. 

S Prep G

Project Restore - Phase III of the 
Hollyhock House fsdltly - Bamspalf Park 
at 4800 Hollywood 0lvd., LA, CA

CCHE. Natl Park Svc, 
Quimby fees. 4 Prop G

Gen. Services 
Oep1 (G9D)

7/9/2010 S 830 000 S069/40 90.00010-11491

0.46%U-

Remmder letter was sent on 0B-3O-2Q17 GSD 
replied thal they are waiting for dose oul of this 
project before submitting a request Am the last 
reimbursement from ihe Slate of CA. Per Eleanor 
Chang's emeil did D9/06/2016 Project is not .
completed. City is still looking for a project site 
location since Ihe origins? site was contaminaled 
Grant was extended to June, 2019. RAP will repay 
the Eoan upon completion at project and grant ctose-

Upon Receipt of gram 
Reimbursement, 
sslimeted 2012

Recreation and 
Perks (RAP)

3 000.000 5tele Grant205/68 4/15/2009 S 3,000.000 S09-0444 Prop 12 4 40 cash flow loan2

out

Upon recefpl of : 
reimbrsemenl from the 

Slate of CA an the 
California Land and 

Water Conservation Fund 
fLWCF) grant

Reminder latter was sen! on 06-30-2017 RAP 
replied that they have billed already the Slate. As 
soon as they received Ihe check, they will process 
repayment of loan to PWTF.

Recreation and 
Parks (RAP) 2/21/2017 S 1.500.000 1,500.000 State Grant205/86 SRunyon Canyon Park Land Acquisition3 T 7-0139

23.14%lA

Upon receipt oF gran! 
rem-ibufw merit no later 

than 6/30/2011

Reminder letter was senl on 08-30-201? and no 
reply yet. Lest yeer. a reminder letter was sent on 
0B-24-2016 and a foltow-up letter sent on 11-14- 
Z016. no response has been received too Last 
paymenl was on June, 2016 for $64.164.47.

Bureau of Slreel 
Services |BSS)

206/50 3/10/2009 S 2.209.&00 247.030 Federal Grant2008-09 BS6 SAFETA-LU Projects S09-0120d

Reminder fetter was senl on OS-30-2017 BSS
replied that the project is now closed and 1he 
amount they Sim owe will be re-paid to the PWTF 
approximately by the end of October. 2017. Last 
paymeni was on

Bureau of Street 
Services (BSS)

Westchester Streelscepe improvencmis Project 896,000 S Upon receipl of Fed 
Gran! Fund no later then 

06/30/2014

252.992 FBdaral Crenl2Q&50 4/4/2012 35 12-0309

00/21/2017 for 385.118)

£ !Ii21iIBSSi n fins: 2.57%

Reminder letter was senl pn DB-30-2017 and no 
response yet There's rw payment received for FY 
2017, Last year, a reminder latter was sent on 08
24-2016 and a lo|tow-up letter was $ent on 11-14
2016. CAO repondeo on 12/09/2016. Project is still 
open and is expected to be reimbursed by Federal 
Highway Admiqsilration assuming reimb. unding is 
still available and until this project is dosed Last 
payment was Iasi June, 2015 for $373,193 00

City
t305/5D 8/3Q/20&5 S 10.450.000 3.439,770 Unspecified Dale Federal & Stale05-0049-61 Storm Drain Damage (2004-05) Acministretive 

Officer (CAO)
6

17.63%
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?
OHIO PYMT PLAN DOE 

DATE/TOTAL 
PAYMENTS

DATE OF 
LOAN

ORIGINAL LOAN 
AMOUNT

SOURCE OF 
PYMT

COUNCIL
FILE#

BALANCE DUE ASOFOtiisoraoir W to TotalFUWEWDEPT LOAN TO NOTE BICOMMENTSREF* DESCRIPTION Loan
*-

Reminder totter was sent on 06-30-2017. Per CLA. 
project* nr* atfll not completed There'* no peymeni 
received far FY 2017.Per CAO memo did 
09/21/2016, return nf the loan is anticipated by 
June. 2021 whan the Program (14 project) is 
expected to be completed Alt rvlnandtog 
reimotrsamants once received from the State end 
Federal will be returned to PWTF,

City
AdmjnisIrativB 
Officer (CAO)

57Q/50
(305/50)

Upon Receipt of Grant 
Reimbursement

Federal and 
State Grant

05-2475-S2 6/25J2W9 S to 000,000 s 10,000 0007 Seismic Bridge Improvement Program

51 41%
Wy

Ramfnder was sent on 08-30-2017, no repty yet. 
Per 80S memo deled OO/OB/10-Wfll pay PWTF 
upon reimbursement Item grant of their FY 15- 
16's Invoice @$375K and the balance of S375K 
upon reimbursement of FY 16-17hs invoice

Grant fr Ca Dept 
of Forestry A Fire

CHnppy Tree Planting Project Vermont 
Corridor

Bureau of 
Saniialion (BOS)

Upon Receipt of Grant 
Re'rmbursemeni

14-1649 537/50 0/9/2015 5 750.000 S 495.6209
Prd

2.55%
BBB— iMt $mmsm wmms&m.

Reminder letter was asm on 08-30-2017. Last 
payment received was on 04/28/2017 for 11 Million. 
BOE replied that the final payment is exported on 
June 2016 as per agreement with Ihe Mayor's Fund 
fur LA executed on 02-22-2017

Bureau ofengineering
IBQE)

Upon receipt of funds 
from Leonard Hill 
Charitable Trust

Leonard Hill 
Charitable Trust

16-1349 Leonard Hill Arts Fl«a BS2/50 4/10(2017 5 1,429,000 $ 425,000

2.19%

m c mssbusmsi nmi1L*J
Total Funds -Dept of Public Worke S 2 5.73Q, BOO 14.8B0.412

Total Putata nd j n gLoans - Beg TEntHngfT<rt*| P* yroahta $ 29,560,HOP % 19,450,412 Too.oa%
i
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PUBLIC WORK TRUST FUND
EXHIBIT E

OUTSTANDING APPROPRIATION ACCOUNTS (ENCUMBERED & UNCOMMITTED)
AS OF JUNE 30, 2017

otal
Appropriation

Accounts
Encumbered

Amount
Uncommitted

Amount
Appropriated

AmountAppropriation Accounts FY
FY

50S023 Zoo Entry/SeaLion/Children 3,856.99 3,856.99 2002
50000B Special Projects 121,814.63 121,814.63 2004
50000C Street Trees 199,870.31 199,870.31 2004
5000DW Design^Const Vermont Kaiser 16,08675 59,608.44 75,695.19 2005

Special Projects5000BA 3,725.65 20073,725.65
5000BC Special Projects 70,899.30 4,990.65 75,889.95 2008
50OOFC Tree Planting Project 947,377.65 466,395.50 1,413,773.15 2008
50OOHC Killion St/Lankershim Blvd 16,395.75 16,395.75 2008
50001C High School Internship Program 233.19 233.19 2008
50OOJC Valley Village Signage 50,000.00 50,000.00 2008
5000DE Keep Los Angeles Beautiful 5,938.93 85,983.22 91,922.15 2009
50OOAG Santa Moncia Blvd 10,000.00 10,000.00 2011
50QOGC S. LA Business Academy 160.00 160.00 2011
50OOHT Broadhead Trees 44,426.00 201244,426.00

PW-Street Services50186J 1,632.47 20131,632.47
50000K Available Balance - B 6,796.00 6,796.00 2014
50174K PW-Board 4,000.00 4,000.00 2014
50OOML Reseda Boulevard Tree 201558,164,00 58,164.00

PW-Street Services50186L 4,660.42 4,660.42 2015
50140M General Services 2016

Public Works Street50186M 12,912.84 12,912.84 2016
50OOBM Tree Removal Permit 40,395.26 139,500.00 179,895.26 2016

General Services50 MON 31,346.7431,346.74 2017
50184N PW-Street Lighting 43,271.80 43,271.80 2017
50186N PW-Street Services 21,329.82 21,329.82 2017

TOTAL APPROPRIATIONS 1,145,657.89 1,326,114.42 2,471,772.31

11/17/20173:44 PM
1 oC 1

E-APPROPRIATION
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Luz 11. Rivas
COMMISSIONER ERIC GARCETTI

MAYOR

January 13, 2017 BPW-2017-0032
#1 OOA (of 1/9/17)

Mayor Eric Garcetti 
Room No. 305 
City Hall
Attn: Mandy Morales

Subject: FINANCIAL STATUS OF THE PUBLIC WORKS TRUST FUND NO. 834 FOR 
FISCAL YEAR ENDING JUNE 30, 2016 !

As recommended in the accompanying report of the Director of the Office of Accounting, which this 
Board has adopted, the Board of Public Works requests approval and forwarding to the City Council 
to Receive and File the Public Works Trust Fund (PWTF) No. 34 Financial Status for the Fiscal 
Year ending June 30, 2016 and exhibits; and to authorize the Board of Public Works to assess, 
bill, and collect interest on the PWTF loans issued to department(s), known as Borrower(s), and 
fund(s) earning their own interest in the City's investment pool, effective February 1, 2017

It is also requested, that the Executive Officer or the Director of the Office of Accounting, be 
instructed to assess, bill and collect interest on outstanding PWFT loans when applicable, at the 
rate used by the Office of Finance to allocate interest in the City’s investment pool, effective 
February 1, 2017, and to add to the Principal balance any unpaid interest as of the end of a fiscal 
year;

It is further requested, that the Director of the Office of Accounting be authorized to receive and 
deposit the interest on PWTF loans to the Board of Public Works General Fund No. 100, 
Department 74.

FISCAL IMPACT

Action to receive and file this report will not impact the City’s General Fund.

;pectfuJly submitted,

Fernando-Campos, Executive Officer 
Board of Public WorksFC:mp !

i
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ADOPTED BY THE BOARD 
PUBLIC WORKS OF THE CITY 

of Los Angeles California 
AND REFERRED TO THE MAYOR

JAN 1 3 2017

DEPARTMENT OF PUBLIC WORKS

BOARD OF PUBLIC WORKS 
OFFICE OF ACCOUNTING 
Report No. 1

Executive ___
Board of Public Works

.ear

CD: All

SUBJECT; FINANCIAL STATUS OF THE PUBLIC WORKS TRUST FUND (PWTF) 
____________ NO. 834 FOR FISCAL YEAR ENDING (FYE) JUNE 30,2016___________

RECOMMENDATION:

That the Board of Public Works, subject to Mayor and City Council approval:

1) APPROVE and FORWARD this report and exhibits to the Mayor and the City Council 
requesting to:
a) Receive and File the PWTF No. 834 Financial Status for FYE June 30,2016; and
b) Authorize the BPW to assess, bill, and collect interest on PWTF loans issued to 

departments), known as Borrowers), and fund(s) earning their own interest in the 
City’s investment pool, effective February 1,2017. !

2) INSTRUCT the Board of Public Works’ Executive Officer and/or Director of Accounting 
to assess, bill and collect interest on outstanding PWTF loans when applicable, at the rate 
used by the Office of Finance (OOF) to allocate interest in the City’s investment pool, 
effective February 1, 2017, and to add to the Principal balance any unpaid interest as of 
the end of a fiscal year.

s
!
;I

!

\3) AUTHORIZE the Board of Public Works, Director of Accounting to receive and deposit 
the interest on PWTF loans to the BPW General Fund No. 100, Department 74.

i

EXHIBITS (TRANSMITTALS1): I

'i
A. Five Year Comparative Deposit Amounts by Account
B. Deposit and Transfer Activity Details by Account
C. Detailed Description of Deposit Accounts
D. Status of Outstanding Loans Made to Other Funds
E. PWTF Appropriation Accounts and Descriptions
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PWTF Report (FY 2015-16)
January 9,2017
Page 2 of 8

DISCUSSION:

Background - In April 2007, CF No. 07-0600-S56 instructed the Department of Public Works 
(DPW) to provide annual accounting (financial status) reports of the PWTF No. 834, including a 
description of its purpose, operation, deposit nature, and the status of outstanding loans. The last 
annual financial status report was in April 2016 (CF No. 16-0393) covering the prior six FYE 
June 30,2010 through June 30,2015.

This financial report provides the status of. the PWTF as of June 30,2016. The deposit amounts 
by account for the last five fiscal years ending June 30, 2012 to 2016 is shown in Exhibit A with 
the following ending balances in the PWTT:

PWTF No. 834 Fiscal Year End Balance 
(FYs 2011/12 - 2D15/16)

-$iDZ6.120
4-

100 -?82rL—■$73.6$73,2 I1 SO ■S'o
.60

.2
A 40

20
a 4 T

2012 2015 20162013 ■ 2014
Fiscal Yeas Ended June30

I
I

As of June 30,2016, three out of 29 deposit accounts (types) comprise approximately 73% of the 
total fund balance. The top three deposit accounts (types) and balances are:

1. B-Permits ($36.4 million);
2. General Improvement Guarantee Deposits ($30.6 million); and
3. Special Projects ($11.6 million).

However, in terms of fund balance dollar change between fiscal years 2014-15 and 2015-16, five 
out of 29 deposit accounts (types) comprise nearly 89% of the fund growth, which is driven by 
dollar value in deposits (transfer in) and expenses/refunds (transfer out). Exhibit B provides a 
breakdown of deposit and transfer activities by deposit accounts (types). The top five deposit 
accounts (types) with highest positive (upward) dollar change within the last fiscal year are: 1 2 3 4 5

1. General Improvement Guarantee Deposits ($3.9 million change in balance); ■
2. Subdivision Guarantee Deposits ($1.4 million change in balance);
3. Land Work Order Deposits ($ 1.2 million change in balance);
4. Excavation Work Order Deposits ($0.9 million change in balance); and
5. Vacation Work Order Deposits ($0.5 million change in balance).

i
t
\
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Purpose of the PWTF

The purpose of the PWTF is to serve as a trust fund, which operates similar to a bank or escrow 
account, for deposits received from various depositors (also referred to as Permittees) to be used 
for specified Public Works-related purposes. Deposits (funds or receipts) are received and 
accounted for by Permittee in each respective account type for which the receipt belongs to. Each 
account is classified by purpose and a description of all 29 current account types is provided in 
Exhibit C. There are some non-deposit accounts that exist in the PWTF, which hold receipts 
from violations, fees, settlements, surcharges, or donations, yet these non-deposit account types 
comprise about 4% of the total fund balance.

Through proper cost accounting, funds (receipts) are monitored and tracked for intended and 
authorized purposes (i.e. project specific) by Permittee, On an interim basis, as a project is 
partially completed and expenses reconciled, funds (receipts) are transferred to the respective 
department’s general fund and/or special fund as appropriate. However, when the project is fully 
completed and closed, final accounting and reconciliation of the project will determine if the 
deposit amount received is either (a) sufficient to cover all expenses, (b) more than the amount 
expended, which then requires a refund due to the Permittee, or (c) insufficient to cover all 
expenses, which then requires a billing or invoice to the Permittee for the recovery of costs due 
to the City for expenses exceeding the deposit

The Office of Accounting (OOA) is responsible for ensuring that all the transactions recorded 
into the PWTF are properly accounted for, and that an annual financial status report is prepared 
and submitted to the Mayor and City Council, subject to approval by the BPW- Further, pursuant 
to the Los Angeles City Charter Sections 581(f) and 582(i), the DPW shall make a 

.determination of benefits, damages and costs incident to a proposed change or improvement 
of any public place, right-of-way or property belonging to the City...” and that the Director of 
Public Works shall “...file with the board and the Mayor a written report on the work of the 
department on a regular basis as requested by the Mayor or boardf respectively. The latter 
would include the work, control, and oversight of funds in the PWTF No. 834.

As a trust fund, deposits are held, disbursed, or refunded based on the DPW policies and 
practices consistent with the authority and requirements of ordinances, the Municipal Code, the 
Administrative Code, the City Charter, agreements, and actions by the Council and Mayor. Over 
the years, there have been numerous requests to locate ordinance(s) or other code reference(s) 
establishing and governing the operation of the PWTF. However, since 1985, searches for such 
documentation by the OOA, Bureau of Engineering (BOE), BPW, and the Offices of the 
Controller, City Administrative Officer, Chief Legislative Analyst, and City Attorney have been 
unsuccessful. This is not to say conclusively that there was never any documentation establishing 
the PWTF; only that none can be located. Historical documents exist that indicate deposits made 
as far back as 1940 were at one time in the PWTF.

!

i
I
i
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Management of the PWTF

Three management functions are evidenced in the PWTF - (1) Accountant, (2) Collector, and (3) 
Administrator. The OOA acts as the PWTF Accountant and the Bureau or Board Offices act as 
the PWTF Collector and Administrator of the funds. The Administrator directs the use of the 
PWTF and provides specific instructions to the Accountant regarding the proper disposition of 
each deposit (receipt). Deposits in the PWTF are received initially by the Bureaus (i.e. 
Engineering, Street Lighting, Street Services, and Contract Administration) or Board Offices. 
Receipts are then deposited and accounted for in the PWTF by the OOA, and held for future 
disposition, appropriate to the particular type of deposit. For example, deposits supporting at-cost 
work are transferred to the General Fund and other special funds as applicable when work is 
completed and revenues are earned. On the other hand, deposits made to guarantee that the work 
will be completed are held in the PWTF pending instructions from the responsible Bureau, 
whether to release and refund the original depositors or to declare deposits in default and then 
transfer the deposits to the special projects account, to be used by the City to complete required 
work.

Accounting and Financial Reporting of the PWTF:

The PWTF is audited by independent certified public accountants (CPAs) as part of the City’s 
annual audit. Within the last seven FYs, no performance or financial audits had been conducted. 
Along with other City funds, the PWTF is included in the City’s Comprehensive Annual 
Financial Report (CAFR) and is treated as a liability of the City. The OOA is responsible for 
performing the accounting and financial reporting of the PWTF. This includes but not limited to 
creating, processing and entering all receipts, appropriations, encumbrances, expenditures, 
transfers, refunds, and journal entry transactions for the PWTF in the Controller’s Financial 
Management System (FMS) as the General Ledger, and making detailed accounting of all 
financial transactions for each Permittee in the PWTF system, which serves as a Subsidiary 
Ledger.

The PWTF Subsidiary Ledger contains the details for each deposit, such as the name and address 
of the depositor, document reference, work order number, project address or reference, billing 
address, type of deposit, etc. The OOA is required to reconcile the PWTF Subsidiary Ledger 
against the City’s FMS General Ledger on a monthly basis. The reconciliation impacts the 
interim transfers that are made to the general and special funds of various departments and funds 
involve in the project for which the deposits are made. Subsequent to June 30, 2016, the new 
PWTF system developed internally by the BOE with close partnership with the OOA and the 
Financial Systems Division (FSD) was implemented in July 2016. The new system provided 
efficient and effective vehicle for reconciliation.

j

In addition to working with and reconciling against both general and subsidiary ledgers, 
loans are made from the PWTF to front-fund the projects of borrower department(s) and
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fund(s). These loans are manually tracked and monitored by OOA. During FY 2015-16, the 
OOA was able to dedicate and hire one Senior. Accountant to assist in the backlog of 
reconciliation and follow up on the outstanding loans. The total outstanding loan amount 
decreased from $26 million in FY 2015-16 to $23.7 million in FY 2015-16, more than $2 
million in collections for the year. Therefore, it is critical for the PWTF to continue to bill 
and collect outstanding loans. Exhibit D shows the status of outstanding loans from PWTF, 
including updates/responses from Borrower(s) to the collection letters sent by BPW.

FINANCIAL STATUS OF THE PWTF:

As of June 30, 2016, the PWTF consists of more than 12,000 deposits/permits with a total 
accountable deposit amount of $107.6 million. Out of this amount, $23.7 million is loaned out to 
various departments and funds (Exhibit D), $4.03 million is appropriated (Exhibit E), and $11.6 
million is restricted for pre and post 1989 unclaimed deposits. At any given time, 25% of the 
total deposits is set aside as a reserve for working capital to provide for periodic permittee 
refunds.

As of June 30,2016, the financial (in thousandth) components of the PWTF are as follows:
Figures in 1,000s 

$ 107,598 
(23,755)

$ 83,843

Total Deposits
Loans to Other Departments/Funds 

Cash Balance
Cash Balance Reserved For: 

Appropriations
Pre/Post-1989 Restricted Balances 
Working Capital (25% of total deposit) 

Net Available Cash Balance

i
■

$ (4,030) 
(11.567) * ** 
(26,899)

f

i
$ 41.347 **

*DPW anticipates conducting a Nexus Study in FY 2016/17 to determine “reasonable relationship” options towards development 
of a City Policy to use these funds. Request For Proposal is anticipated to be released in early 2017.
**As of December 2016, $6.0 million was transferred to General and Special Fnnds representing revenues earned for work 
completed through June, 2016, reducing the Net Available Cash Balance to $35.3 million.

INTEREST EARNINGS:

Like any other City funds, PWTF is invested through the investment pool of the OOF. About 
98% of total interest earnings of the PWTF is allocated by the OOF to the City’s general fund. 
PWTF earned about $3.3 million in interest earnings for the last five, years .or an average of 
$673,000 annually. This excludes interest earnings lost on funds that are loaned out to 
Bonower(s). Therefore, it is critical to establish a policy that would allow the PWTF to. assess 
interest on outstanding loans to Borrower(s).

'

\
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Interest earnings of the PWTF for the last five fiscal years is shown below:

Average Cash BalanceFYE June 30 Interest Earned Per Cent
$44,251,0002012 $710,000 1.61%

2013 $42,931,000 $587,000 1.37%
$48,305,0002014 $544,000 1.13%
$58,961,0002015 $622,000 1.06%
$76,967,0002016 $900,000 1.17%

LOANS FROM PWTF:

1116 PWTF is being used by the City as a source of front funding for capital grant-funded 
projects in the form of loans to other City departments and funds. Capital grant projects are on a 
reimbursement basis from the grantor; hence, PWTF is considered to front fund said projects. As 
soon as a reimbursement from the grantor is received, PWTF must be repaid. Loans axe also 
made from the PWTF for emergency needs, such as City payroll. Loans must be requested first 
from the Director of the OOA to ensure that funds are available in the PWTF. The Director of 
OOA. must give priority to ensuring that there is sufficient funds set aside for permittee refunds. 
Once OOA confirmed that a loan can be accommodated, the borrowing department must seek 
approval from the BPW and then, City Council and Mayor. Once City Council and Mayor 
approves the loan, OOA transfers the fund from PWTF to the requesting department, fund, and 
account, subject to proof of repayment source such as grant award letter of other funding source.

As of June 30, 2016, the outstanding loans from PWTF totaled $23.7 million. These loans were 
initially disbursed from August 2005 through August 2015, with due dates ranging from June 
2010 through some open-ended dates; The schedule of borrower department and funds and the 
aging of the loan is shown in Exhibit D. The loans are interest free which cost an estimated 
$220,000 in interest losses for PWTF.

i

On average, of those outstanding loans that projects have been completed yet loan not repaid, the 
loan arrears or past due time range is about 6 years. There are certain Council actions authorizing 
loans that do not have specific repayment dates, but include such repayment notations as “upon 
completion of the project or upon receipt of funds”. This is a practice that the BPW is diligently 
working to. curtail. All loans from PWTF cannot be written off due to the nature of the fund, (i.e., 
PWTF is a liability of the City to the depositors/pennittees). PWTF is an obligatory fund that 
requires liquid assets in the form of cash and receivables to fund third party deposits that the City 
is obligated to pay back. Therefore, it is mandatory that loans from the PWTF be repaid.

Effective March 2016 and pursuant to BPW’s last Council Report (CF No. 16-0393), the BPW 
implemented a more streamlined policy in regards to the issuance of loans from PWTF. Any 
loans by fund and department (borrowers) must be pre-approved first by the Director of the OOA 
for fund availability. The borrowers must then prepare a board report seeking approval of the

l
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loan from the BPW, subject to City Council and Mayor’s approval. The Board Report should 
identify clearly the following:

Amount and purpose of the loan.
Exact or estimated date when the loan will be paid.
Source of fund from which the loan will be paid off.
How the loan will be paid off if the expected source of funding will not materialize.
Any new loans, including additions to an already existing loan must be approved by the 
BPW.
The BPW will seek final approval of the loan from the Council and Mayor.

1.
2.
3.
4.
5.

6.

Any PWTF loans that by-passed the above procedures may not be funded. This is to prevent 
over-extending credit from the PWTF and ensure its fund obligatory nature and liquidity. J

NEXUS STUDY:

The purpose of the PWTF (PWTF) Nexus Study and Policy Development Project is to provide 
an independent nexus review of the PWTF focused on identifying the linkage or nexus between 
deposits on record and how the DPW can use the funds for potential infrastructure or 
improvement projects, if at all. This includes identifying the original use and purpose of deposits 
held in the PWTF and present a framework for the disposition of those funds. The BPW is in the 
progress of moving the project through the Charter Section 1022 process. The Department is 
awaiting responses from other City departments to detennine if any may be able to perform the 
work/services requested. A Request For Proposal (RFP) is being prepared. The RFP will be 
submitted to tire CAO's Office for review and approval if it is determined that other City 
departments do not have the staff to perform the work or if it is more economical and/or feasible 
to be contracted. It is anticipated that a final RFP be released in January 2017 with proposals 
and selection processes finalized by March 2017.

|

i

PWTF SYSTEM SUBSIDIARY LEDGER:

The old PWTF System, which was in the DOS Mainframe format, has been replaced by a new 
system with a Windows based operating format. The City did not incur any additional cost for 
the new system which was limited to staff salary oxrly. The system was developed internally by 
the Board of Engineering’s systems staff. The new system went live on July 2016 and is now 
being maintained by the BPW FSD. OOA will continue to work with BOE for the second phase 
of the development of the new system which is being viewed to have an interface with FMS. 
This will facilitate a more expedient transfers of money to the General fund and other special 
funds electronically,

i
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NEXT STEPS AND CHALLENGES:

The following is a series of next steps anticipated to continue to improve and strengthen the 
oversight of the PWTF. This list is not intended to be exhaustive but rather a road-map.

* Release RFP for the Nexus Study
i

In line with the City policy, BPW reached out to other City departments to determine if it can 
provide the services for the Nexus Study. The departments need to respond by the end of 
January 2017. If no positive response is received, BPW will release the RFP shortly after.

t
* Seek additional funding for the implementation of the Nexus Study

BPW.believes that the $50,000 funding approved in the FY 2016-17 budget is not sufficient 
to support or pay for all desired work in the Nexus Study. Therefore, it intends to seek 
additional funding from Mayor and City Council, including the BFY 2017-18 budget.

• Quarterly transfers from PWTF to the General Fund and other Special Funds and 
Catch Up with PWTF Backlogs

In July 2015, one Senior Accountant I was assigned as the dedicated staff to the PWTF. 
However, this grade level is considered a stepping (or ladder) position towards the Senior 
Accountant II level, resulting in a high turnover rate. Many candidates promote to a higher 
level within months up to 1 or 2 years. Thereby, all cross training and development efforts 
must be restarted, or upgrading the position to a Senior Accountant H level to retain the staff 
and not leave the PWTF again in a vacuum. Most critical in PWTF is die on-going activities 
that could easily grow into large amount of backlogs if there is a slow down or stall caused 
by staff shortage. The current Senior Accountant I was able to catch up with the 
reconciliation backlogs. She is now lending assistance to two Accountants to catch up with 
the backlogs in final and interim accounting for work orders way back in 2013, Transfers, of 
funds from PWTF to the General Fund and other Special funds depend on the interim and 
final accounting and reconciliation. During the staff shortage crisis, these two Accountants 
were assigned to payable and billing sections which are the priority in OOA daily operations, 
thus, resulting in backlogs in PWTF.

t

I
» Work with BOE for the upgrade (Phase II) of the PWTF subsidiary ledger

i

As discussed above, Phase I of the new PWTF Subsidiary Ledger System went live on. July 
2017. Phase II will facilitate for an interface with the City’s FMS and is expected to provide 
a more efficient and effective facility for periodic transfers from PWTF to the General fund 
and other Special funds. OOA and FSD will work closely with BOE and the Controller’s 
Office for the development of the Phase II of the PWTF Subsidiary Ledger System.
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i
FISCAL IMPACT:

Action to receive and file this report will not impact the City’s general fund.

fRespectfully submitted,

FERNANDDXAMPOS 
Executive Officer

I

ASANpGO 
Director, Office of Accounting
VI<
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