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Honorable Eric Garcetti 
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200 N. Spring Street 
Los Angeles, CA 90012

Attention: Heleen Ramirez, Legislative Coordinator

TRANSMITTAL: APPROVE REPAYMENT AND REQUEST GENERAL FUND ALLOCATION 
OF $477,946.03 TO RESOLVE FINDINGS MADE BY THE U.S. DEPARTMENT OF HOUSING 
AND URBAN DEVELOPMENT RELATED TO THE COMMUNITY DEVELOPMENT BLOCK 
GRANT AND THE HOUSING OPPORTUNITIES FOR PERSONS WITH AIDS PROGRAM

SUMMARY

The General Manager of the Los Angeles Housing + Community Investment Department (HCIDLA) 
respectfully requests that your office review and approve this transmittal and forward it to the City Council 
for further consideration. Through this transmittal, HCIDLA requests $477,946.03 in City General Funds 
to be used to close federal monitoring and audit findings associated with how staff charged their time. 
HCIDLA requests $258,563.03 in City General Funds to repay the City’s Community Development Block 
Grant (CDBG) program line of credit to resolve the U.S. Department of Housing and Urban Development 
(HUD) monitoring findings. In addition, HCIDLA also seeks $219,383.00 in City General Funds to 
resolve a HUD Office of Inspector General finding related to the Housing Opportunities for Persons with 
AIDS (HOPWA) program. HUD identified monitoring findings associated with staff charges.

On June 11, 2020, HCIDLA sent correspondence to HUD, identifying the amount that was owed to HUD 
for staff costs that could not be charged as program delivery costs. The notice also indicated that HCIDLA 
would seek approval from the Mayor and City Council for $258,563.03 in repayment to HUD to close 
outstanding CDBG findings. The payment of this outstanding balance will close this HUD finding.
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In 2015, HUD’s Office of Inspector General (OIG) conducted an audit of a City HOPWA contractor, New 
Image Emergency Shelter (NIES). HUD and the City have had ongoing communication about the finding. 
Through correspondence in February 2020 to HUD, the City finalized the unsupported costs under the 
New Image Emergency Shelter HOPWA contract with HCIDLA, and it was determined that the 
$219,383.00 in questioned costs must be repaid with nonfederal funds.

RECOMMENDATIONS

That the Mayor review this transmittal and forward to City Council for further action;I.

That the City Council, subject to the approval of the Mayor:II.

ALLOCATE $477,946.03 of General Fund to repay HUD as follows:A.

Use $258,563.03 for payment to the CDBG line of credit and reflect this as revenue for 
the CDBG program in the PY46 Consolidated Plan budget;

i.

Use $219,383.00 for payment to the HOPWA line of credit and reflect this as revenue 
for the HOPWA program in the PY46 Consolidated Plan budget.

ii.

INSTRUCT the City Administrative Officer (CAO) to report on potential funding solutions 
for the repayment described above.

B.

AUTHORIZE HCIDLA to prepare and post for the required public comment period, a 
substantial amendment for the PY46 Annual Action Plan to reflect this action.

C.

AUTHORIZE the General Manager of HCIDLA, or designee, to prepare Controller’s 
Instructions and any technical adjustments consistent with the Mayor and City Council actions 
related to this matter, subject to the approval of the CAO, and request the Controller to 
implement these instructions.

D.

DISCUSSION

CDBG
The City began working with HUD in 2011 after HUD issued a report with findings associated with staff 
charges. More recently, in a September 15, 2017 letter, HUD reissued a report with monitoring findings 
associated with staff charges that triggered an iterative submission of responses by HCIDLA, including 
but not limited to in-person communication, in the interest of moving forward in a responsive and 
deliberative manner. HCIDLA first responded to HUD on September 28, 2017 (within 13 days of HUD’s 
first letter). HCIDLA provided additional information to HUD in November 2017 and January 2018, and 
after not receiving official HUD notification as to whether the actions, documentation, and response were 
sufficient to close these findings, HCIDLA followed up in an April 4, 2018 letter. This letter was followed 
by an in-person meeting in July 2018, where HUD and HCIDLA continued to discuss the nature of the 
findings and ways that HCIDLA could respond to close open findings.

Approximately 19 months elapsed before HUD issued its response to the City on February 27, 2020, 
which provided its updated determinations and further instruction to respond to outstanding findings. As
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of February 2020, out of the original seventeen findings, nine findings were closed and eight were still 
open, pending City response. For the eight open findings, HCIDLA provided the requested documentation 
and requested closure of the remaining findings. On June 11, 2020, HCIDLA prepared and transmitted a 
finding-by-finding response to HUD. In the pertinent section, staff identified the amount that was owed 
for reimbursement for staff costs that could not be charged as program delivery costs. HCIDLA indicated 
that the department would seek approval from the Mayor and City Council for $258,563.03 to the grant 
to close the outstanding CDBG findings.

HUD identified monitoring findings associated with staff charges, including staffing working on projects 
that failed to meet their intended national objective (Finding Eleven of Attachment), and misclassification 
of program administration costs (PACs) as activity delivery costs (ADCs). HUD defines activity delivery 
costs as allowable costs incurred for implementing and carrying out eligible CDBG activities. The City 
refers to these costs as program delivery costs. Activity delivery or program delivery costs are directly 
attributable to a singular activity or project and must result in meeting a national objective. These costs 
are not subject to the 20% administrative cap. The City uses program delivery costs for running its 
economic development, handyworker, homeownership, housing development, and neighborhood 
improvement programs.

Program administration costs are costs attributable to general program administration and are limited to 
20% of the annual grant, and the City generally refers to these costs as administration. Where possible, 
HCIDLA staff converted costs that were not eligible as program into administration. To close this HUD 
finding, staff calculated costs that could not be attributed to specific activities and therefore do not qualify 
as program and must revert into administration or be repaid from nonfederal sources. Staff costs for time 
spent on projects that failed to meet the national objective were also identified. These costs must be repaid 
as they do not meet the requirement that activity delivery costs be associated with projects that meet a 
national objective.

Because the staff costs in question straddle more than one program years’ activities, HCIDLA proposes 
the repayment of these costs be covered first with any existing balance of leftover room in the 
administrative cap for the relevant program year in which the cost was incurred. Any costs in excess of 
the administrative cap for that respective year would need to be repaid using nonfederal sources, such as 
the City General Fund.

Initially, staff analyses determined $171,826.63 was owed to HUD for program delivery costs (and 
indicated as such in the June 11, 2020 correspondence to HUD). However, after further review of staff 
charges and outstanding activities in HUD’s database, staff identified additional costs and the total amount 
due to HUD is $258,563.03. This repayment to the CDBG line of credit would close the HUD finding. 
The table below illustrates how the total was calculated, considering the allowances available in the 
administrative caps.

Staff Costs: Remaining 
Balance in 

Admin Cap for 
Program Year

$382,840.37

Amount of General Fund 
Needed if Expenditures > 

Cap Balance
■ Not Attributable to a Project or
■ Attributable to a Project that Did Not

Meet a National Objective__________

Program Year

$641,403.40 $258,563.0341 (PY 2015-16)
$819,620.17 $4,434,579.01 $042 (PY 2016-17)
$116,152.13 $118,977.19 $043 (PY 2017-18)

Total General Fund Needed to Reimburse CDBG Line of Credit $258,563.03
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On August 4, 2020, HUD issued a response to the City and indicated that the finding remains open pending 
documentation of the City’s repayment of the costs. Two findings remain open pending repayment and 
one finding remains, which is in the process of being completed and submitted to HUD.

HOPWA
According to the OIG report, dated January 30, 2015, New Image Emergency Shelter (NIES) did not 
provide adequate documentation to support program expenditures in accordance with applicable HUD 
requirements under 2 CFR (Code of Federal Regulations) Part 230.

Since 2015, HCIDLA staff has worked with HUD and NIES to attempt to collect adequate documentation 
and to reduce the total amount of questioned costs. NIES was provided many opportunities to support its 
compensated charges to the HOPWA program. NIES did not provide reasonable documentation to support 
the paid time spent on HOPWA activities in accordance with a federal allocation methodology as it relates 
to operating expenditures, lease costs, and employee salaries. NIES was unable to provide documentary 
support for $136,820.00 in operating expenditures and lease costs and $82,563.00 in employee salaries 
allocated to its HOPWA program activities. The City has attempted to engage with NIES to enter into a 
repayment agreement for unsubstantiated costs. After numerous attempts to work collaboratively with 
NIES, the leadership of NIES has notified HCIDLA of its inability to repay the City. Therefore, the 
recommendation is to allocate the amount noted above to cover the outstanding amounts associated with 
the NIES charges to the HOPWA program.

Conclusion
Since the General Fund repayment for CDBG and HOPWA would be to the City’s local lines of credit, 
these funds can be used for future eligible projects benefiting residents of the City. HCIDLA has reviewed 
its balances to attempt to identify available General Funds to contribute to the repayment, but was unable 
to identify any available funding.

FISCAL IMPACT

A total of $477,946.03 is being requested from the City General Fund.
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Resolution of Outstanding 2017 Monitoring Findings
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Rushmore D. Cervantes, General Manager

Executive Management Division
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hcidla.lacity.org

June 11,2020

Rufus Washington, Director
Office of Community Planning and Development
Los Angeles Field Office
U.S. Department of Housing and Urban Development 
300 N. Los Angeles Street, Suite 4054 
Los Angeles, CA 90012

SUBJECT: FOURTH RESPONSE TO FISCAL YEAR 2017 ON-SITE MONITORING 
REPORT DATED SEPTEMBER 15, 2017

Dear Mr. Washington:

The City of Los Angeles is responding to the latest 2017 On-Site Monitoring Response dated February 
27, 2020. The City, through its Housing and Community Investment Department (HCIDLA), 
acknowledges that findings one, three, twelve, thirteen, fourteen, sixteen, and seventeen have been 
resolved while findings four and five are closed pending the City taking actions required by the VCA. 
These resolved and/or closed items appear in a lighter-toned font to distinguish from those items 
requiring the City’s response. This letter will address open findings two, six, seven, eight, nine, ten, 
eleven, fifteen.

EMERGENCY SOLUTIONS GRANT (ESG)

Finding One: Environmental Review Records1

Condition: The appropriate environmental review is not being conducted for the ESG program. The 
files did not contain separate Environmental Review Records (ERR) for each activity or cost or written 
determinations in those cases in which the responsible entity (RE) or its recipients claim that 
activities/projects are "categorically excluded" or "exempt". (24 CFR 576.300(s)(3))

Corrective Action: The City must develop and implement policies and procedures that ensure the 
environmental review process is conducted and documented in the City's records. The City must provide 
the policies and procedures, including a certification of implementation from the appropriate authority, 
to the Department.

i Items in gray text, as opposed to black, have been closed.

An Equal Opportunity / Affirmative Action Employer
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Prior City Response: The City provided the policies and procedures, including a certification of 
implementation from the appropriate authority, to the Department

February 27, 2020 HIJI) Determination: This finding is closed.

Finding Two: ESG Expenditure Deadline

Condition: The City is not expending the grant funds timely. The files do not document that the City 
expended 100% of the ESG grant funds for eligible costs within 24 months after the date HUD signed 
the grant agreement. For example, the City's 2014 ESG grant was executed by HUD on August 14, 
2014, and the City did not fully expend the grant until June 13, 2017. The City's 2014 ESG grant was 
executed on August 3, 2015 and the City has $68,491.48 in grant funds remaining to date.

Corrective Action: The City must establish policies and procedures to increase the expenditure rates for 
the ESG program. The City must provide the policies and procedures, including a certification of 
implementation from the appropriate authority, to the Department.

Prior City Response: The City provided a certification of implementation indicating that policies and 
procedures had been established to increase its ESG expenditure rates. Specifically, the City included a 
November 1, 2017 Intra-Departmental Memorandum, which stated that the ESG Program Manual had 
been revised regarding its invoicing and reimbursement process.

February 27, 2020 HUD Determination: The response did not include the revised portions of the ESG 
Program Manual. This finding remains open pending submission of those policies and procedures.

City Response (June 11, 2020): HCIDLA's ESG program manual (Attachment A) describes actions 
taken to increase the timeliness of LAHSA's expenditures. The relevant provisions are on pages 17 and 
24. In addition, provisions regarding the invoicing and reimbursement process (referenced in HCIDLA's 
November 2017 Intra-Departmental Memorandum) are on pages 22 through 24.

The manual shows that HCIDLA has taken several steps to improve the timeliness of LAHSA's 
expenditures, such as more frequent review of ESG spending with LAHSA leadership. Additionally, as 
part of the City's response to COVID-19, HCIDLA has worked closely with LAHSA and the Mayor's 
Office to reallocate ESG funds this month to support the provision of emergency crisis shelter beds at 
the City's 13 new, temporary shelters at Recreation and Parks facilities.

HCIDLA respectfully requests that this finding be closed.

NEIGHBORHOOD STABILIZATION PROGRAM 2 (NSP-2)

Finding Three: NSP-2 Affordability Restrictions

Condition: The records for 2033 E. Imperial Highway and 851-853 W. 81s’ St. did not include 
assumption agreements that impose the affordability restrictions on the property owner for the required 
twenty-year time period. (NSP-2 Notice of Fund Availability, Appendix I, B.2.)
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Corrective Action: The City must submit a copy of the written agreements for 2033 E. Imperial 
Highway that is executed by the appropriate parties and includes a mechanism for enforcement to ensure 
the affordability for the appropriate period. The affordability period cannot be retroactive, and must be 
implemented from the date of execution.

Prior City Response: The City provided a copy of the written agreements for 2033 E. Imperial 
Highway that was executed by the appropriate parties and included a mechanism for enforcement to 
ensure the affordability for the appropriate period.

February 27, 2020 HUD Determination: This finding is closed.

HOME INVESTMENT PARTNERSHIPS (HOME) PROGRAM

Finding Four: HOME Property Standards

Condition: Broadway Villas, a newly constructed project, did not meet the property standards 
requirements at 92.25 l(a)(2)(i) and 92.251 (b)(iv), which include the accessibility requirements at 24 
CFR part 8, which implements Section 504 of the Rehabilitation Act of 1937 (29 U.S.C. 794), and Titles 
II and III of the Americans with Disabilities Act (42 U.S.C. 12131-12189) implemented at 28 CFR parts 
35 and 36, and the design and construction requirements of 24 CFR 100.205, which implements the Fair 
Housing Act (42 U.S.C. 3601-3619). For example, the bottom usable shelf of a bathroom medicine 
cabinet may not be mounted more than 44" above the finished floor. In two units inspected, the shelves 
are mounted 45 1/8" and 45 1/4" above the finished floor. Other problems include: failure to fully 
insulate pipes under bathroom and kitchen sinks; improperly positioned grab bars and toilet paper 
dispensers; twisting knobs on ovens; inadequate space approaching swinging doors at unit entrances and 
bedrooms; interior doors requiring opening force greater than permitted; and failure to post required 
signage for the accessible entrance.

FHEO also identified some potential concerns during its on-site visit to Panama Hotel Apartments, a 
project currently undergoing rehabilitation. Because rehabilitation is not complete, HUD cannot draw- 
definitive conclusions about compliance with accessibility requirements.; FHEO had concerns that the 
placement of elevator call buttons and clearance width of the emergency exit door in the common area, 
and the placement of toilets in unit bathrooms may not meet the applicable accessibility requirements at 
completion. (24 CFR 92.251 (a)(2)(i))

Corrective Action: The City was requested to correct all deficiencies identified in Broadway Villas 
through the FHEO inspection, so that it fully complies with the Federal accessibility requirements at 24 
CFR 92.25 l(a)(2)(i). In addition, the City must inspect the Panama Hotel Apartments before project 
completion to ensure that the items noted above comply with applicable standards.

Prior City Response: The City submitted documentation of the final inspections conducted for 
Broadway Villas and Panama Hotel.

February 27, 2020 HUD Determination: Because the City executed a VCA with FHEO on August 2, 
2019, this finding is closed pending the City taking actions required by the VCA. The City will be 
required to ensure that the findings identified above are corrected pursuant to the VCA and FHEO will 
monitor in accordance with VCA requirements.
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City Response: The City understands that this finding is closed pending City actions required by the 
VCA and requires no ongoing attention under the purview of this monitoring process.

Finding Five: HOME Policies and Procedures

Condition: The City's policies and procedures are inadequate to ensure compliance with the PJ's HOME 
property standards in accordance with 92.251 (a)(2)(i) and 92.251 (b)(iv).

Corrective Actions: The City must develop policies and procedures that ensure compliance with 24 
CFR 92.251(a)(2)(i) and 92.251 (b)(iv) in HOME-funded projects. At a minimum:

The City must ensure that its Accessibility Unit staff and any person or organizations under contract 
with the City Accessibility Unit have requisite knowledge to determine compliance with Federal 
accessibility requirements. If the City requires accessibility experts to be contracted by owners or 
developers, it must determine that each contractor has requisite knowledge to determine compliance 
with Federal accessibility requirements;
The City must develop checklists that it or its qualified contractor will use to evaluate architectural 
drawings or project plans to ensure compliance with all applicable Federal accessibility standards; 
The City or its qualified contractor must conduct not less than one onsite progress inspection to 
ensure that construction or rehabilitation work meets Federal accessibility requirements, and to the 
extent that it has accepted previous reports from a developer's accessibility contractor, that those 
reports accurately reflect compliance with Federal accessibility requirements.
The City must develop comprehensive final inspection checklists that incorporate specifications and 
standards for all Federal accessibility requirements.
At completion of construction or rehabilitation, the City or its qualified contractor must evaluate 
exterior areas, common areas, and all accessible units using its final accessibility inspection 
checklist.
If the City contracts for inspections of Federal accessibility obligations, it must review the 
completeness and accuracy of the contractor's work no later than 6 months after the commencement 
of the contractor's work and not less than annually thereafter.

<D

©

Prior City Response: The City must provide these policies, procedures, and checklists to the 
Department for review and approval.

The City indicated the following:
© The City indicated that City staff has attended training. The City further indicated that a State of CA 

Certified Access Specialist (CASp) that is a licensed architect or engineer are part of the 
development team;

• The City indicated that it utilizes HUD's Alternative Accessibility Standard and an additional eleven 
standards. The City utilizes the requirements laid out in the 2010 ADAS, UFAS, and Fair Housing 
Amendments Act Design Manual, which are the checklists used by HCIDLA;

• The City provided documentation the onsite progress inspection to ensure that construction or 
rehabilitation work meets Federal accessibility requirements and the identified issues;

© The City provided documentation of the comprehensive final inspection checklists that incorporate 
specifications and standards for all Federal accessibility requirements;

© The City provided documentation of the inspections conducted and the identified issues;



Fourth Response to Fiscal Year 2017 On-Site Monitoring Report Dated September 15. 20/7
Page 5

• The City indicated they will review contractor work on a project by project basis immediately 
following completion of the project. Contractors that do not do a thorough, complete and accurate 
job will not be offered additional projects.

February 27, 2020 HUD Determination: This finding is closed pending the City taking actions 
required by the VCA it executed with FHEO on August 2, 2019. FHEO will monitor in accordance with 
VCA requirements.

City Response: The City understands that this finding is closed pending City actions required by the 
VCA and requires no ongoing attention under the purview of this monitoring process.

Finding Six: HOME Written Agreements

Condition: The City has HOME written agreements with developers to develop multifamily rental 
housing that did not specifically identify whether the affordable HOME units in the projects are fixed or 
floating. For example, Knob Hill is a 38-unit project with 19 HOME units, the written agreement does 
not specify if those 19 HOME units are fixed or floating. (24 CFR 92.504(c)(3)(A); 24 CFR 
92.252(f)(2)).

Corrective Action: The City must amend the HOME written agreement templates to include this 
requirement. For any projects that this provision is applicable, the City must amend the written 
agreements to include this provision. The revised agreement templates must be provided to HUD for 
review and approval.

Prior City Response: The City indicated that the HOME written agreements had been revised to 
include the fixed or floating requirement and provided a sample agreement.

February 27, 2020 HUD Determination: Finding Six remains open. The City indicated in their 
response that all HOME units will be floating. However, this conflicts with the language in the written 
agreement. Section 3.5 and Section 37 of Exhibit K of the loan agreement indicate that the borrower has 
the option of choosing whether HOME units will be fixed or floating. Any references to fixed HOME 
units must be removed in the written agreement along with any relevant attachments to avoid confusion 
and prevent non-compliance. This finding will remain open until this revision is made.

City Response (June 11, 2020): Attachments B and C are revised loan boilerplates that are being used 
on all new loan agreements. All references to fixed HOME units have been removed from these written 
agreements. Please see page 36 of 84 of the Attachment B (Loan Agreement template) and page 11 of 
26 of the Attachment C (Regulatory Agreement template).

HCIDLA respectfully requests that this finding be closed.

COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) PROGRAM

Finding Seven (2011 Monitoring Finding Four): CDBG Activity Delivery Costs



Fourth Response to Fiscal Year 2017 On-Site Monitoring Report Dated September 15. 2017
Page 6

Condition: The City has not always correctly classified or reported activity delivery costs for HOME, 
NSP, and HOPWA that were paid with CDBG funds. (24 CFR 91.525(a)(3))

Corrective Actions:
Corrective Actions B and C: The City needs to revise their activity delivery procedures for activities 
eight, nine, ten, and eleven defined in attachment A of the City's most recent response. These activities 
must he revised to separate activity delivery costs (ADCs) by each multi-family project (address) or 
multi-family structure or group of structures under the same management (management company), as 
the national objective must show that 51 percent of the units in each structure are occupied by low to 
moderate income persons. The City may either add the applicable activity delivery costs to the ID IS 
activity where the hard costs are reported or create a separate 1D1S activity for activity delivery costs by 
project.

Corrective Action D: Please provide examples of the City's implemented reporting of activities in IDIS 
as described in the City's response.

Corrective Action E: To resolve this corrective action related to IDIS activities 11651 and 11652, the 
City must provide documentation of: the total staff costs related to the City's application and review 
process (NOFA) used for selecting and funding projects, a description of the costs illustrating how they 
are classified as planning and administrative costs or activity delivery costs, a list of projects tied to the 
costs organized by project funding source (e.g., CDBG, NSP, HOME, etc.) and corresponding time and 
activity data. The City's NOFA costs must also be included in the IDIS activities that were created for 
corrective actions B and C. The Department is open to discussing the proposed changes to the NOFA 
process. The City should note that NOFA costs can not include non-HOME funded new construction 
projects that are carried out by non-CBDOs.

Prior City Response: In regard to sections B and C, the City indicated they have revised the program 
delivery system, denoted as Attachment F. In addition, the City submitted policies and procedures in 
response to the 2017 grant conditions that also addresses this corrective action.

For Corrective Action D, the City submitted Attachment G, which included a list of multi-unit projects 
where CDBG was used to pay ADCs. The City indicated that it is still in the process of completing the 
required corrective action.

Relative to Corrective Action E, the City indicated that it would submit a breakdown of the costs 
associated with the Notice of Funding Availability (NOFA).

February 27, 2020 HUD Determination: Finding Seven, Corrective Actions B and C are closed
based on the policies and procedures submitted in response to the 2017 grant conditions.

Finding Seven, Corrective Actions D and E, remain open pending submission of the documentation 
described.

City Response (June 11, 2020): Corrective Action D: In January 2018, the City provided HUD with 
IDIS PR-02 reports for 2015/PY 41, 2016/PY 42, and 2017/PY 43 as evidence that the City had 
desegregated and reclassified previously aggregated program activity delivery costs. In this monitoring 
report response, we include the IDIS PR-02 reports for the most recent years 2018/PY 44 (Attachment
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D) and 2019/PY 45 (Attachment E) to show that the City continues to implement these procedures that 
attribute activity delivery costs (ADC) directly to their respective projects.

Corrective Action E: IDIS activities 11651 (LAHD-CDBG Major Proj. Dir. Program Delivery) and 
11652 (LAHD-CDBG Major Proj-Ind. Program Delivery) are ADCs for the following HOME-assisted 
housing projects: IDIS Activities 9681, 10352, 10965, 10970, and 11395. These projects resulted in 209 
completed units, 154 of which were HOME-assisted. In IDIS, the ADC activity 11651 is associated with 
IDIS activity 10352 and the ADC activity 11652 is associated with IDIS activity 9681.

Direct Activity 
Accomplishments

Associated
Direct

Activities

Total
Completed

Units

HOME-
Assisted

Units
IDIS Program/Activity 

Delivery Costs
Funding
Amount

IDIS
Year No. Amount No.

$3,801,542.552009 11651 LAHD-CDBG 
Major Proj. Dir. 
Program 
Delivery

$3,276,658.579681 Mariposa 
Place Apts

58 28

$1,654,686.532009 11652 LAHD-CDBG 
Major Proj-Ind. 
Program 
Delivery

10352 36th &
Broadway
Apts

$3,138,790.10 27 25

10965 $1,920,052.28My Town 
Homes

21 10

$1,933,261.8710970 Maya
Town
Homes

21 10

$3,694,770.1011395 Swansea 
Park Senior 
Apartments

82 81

$5,456,229.08Totals $13,963,532.92Totals 209 154

The table above is illustrative of the contribution to the meeting of the national objective that was 
achieved with program delivery costs as associated with open IDIS activities 11651 and 11652 (these 
activities then included those associated with the NOFA).

However, as it presently relates to the Notice of Funding Availability (NOFA) and staff activities and 
costs associated with NOFA, the City no longer charges NOFA costs as activity delivery costs.

Further, this process specifies that no NOFA costs will be charged to CDBG until a complete project 
funding structure is solidified. This means that any review that happens as related to the NOFA will not 
be captured as a program delivery cost because the full funding of a project will only be locked down 
with an approved Council action and a subsequent commitment letter. This process guards against 
charging costs for potentially ineligible activities that will not result in the meeting of a national 
objective.
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HCIDLA respectfully requests that this finding be closed.

Finding Eight (2011 Monitoring Finding Six): CDBG Program Income

Condition: The City did not report program income for two projects: Westlake Theater (IDIS Activity 
number 10928) and Adams/La Brea (IDIS Activity number 10237), properties acquired in whole or in 
part with CDBG funds. The Westlake Theater is currently being used as a swap meet while Adams/La 
Brea property is being used by several small businesses. The City could not produce documentation 
which illustrated that the program income generated was used for CDBG eligible activities. (24 CFR 
570.504; 24 CFR 570.500; 24 CFR 570.502(a)(4); 24 CFR 85.20)

Corrective Action: The City was requested to respond to the following:

A. Attachment A of the City's prior response only show program income generated from loans and 
does not include CDBG funded activities that are generating program income in other ways than 
loans.

C. The City must provide certification from the General Manager that all subrecipient agreements 
include the regulatory requirements for program income.

D. Program income includes other sources than loan repayments. The City must have a tracking 
system in place that includes the ability to track program income from all sources. This includes 
activities that have yet to meet the national objective but have an alternate use that generates 
program income. The City must submit supporting documentation of a program income tracking 
system which meets the requirements described in this corrective action.

E. Provide program income documentation broken down by project and program year up to the 
current year including supporting documentation which verifies that the program income was 
receipted in IDIS.

Prior City Response: The City indicated the following, organized by corrective action:

A. Program income generated from non-loan activity. Attachment H of the City's November 6, 2017 
response contained the Neighborhood Development Public Services—Owned Leased 
Facilities—Perfonnance Report and the Monitoring & Progress Report.

C. Certification from the General Manager that all subrecipient agreements include the regulatory 
requirements for program income.

D. Program income tracking system were submitted as Attachments J and K.

E. Program income documentation broken down by project and program year, including supporting 
documentation. Attachment J and K of the City's response contained examples of documents 
used to reconcile and record program income in IDIS.
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February 27, 2020 HUD Determination: Corrective Actions C, D, and E are now closed. Correction 
Action A remains open as follows:

A. We acknowledge that the Monitoring and Progress Report contains two questions related to 
program income; however, the Perfonnance Report is silent as to the City's assessment of each 
activity's potential for generating program income. Furthermore, there is no indication that the 
City is reviewing economic development activities for these types of program income. Finally, 
the policies and procedures do not define this type of program income. Please provide 
documentation of the implemented policies and procedures to review for and track this type of 
program income.

City Response (June 11, 2020): In HCIDLA's Policies & Procedures Manual—Grant Administration 
(Attachment F), sections 1.6.3.1 discuss how program income is generally assessed.

During site visits, agencies disclose if program income is generated from activities and most agencies 
indicate that no program income is generated. Whatever income the agency generates is incidental to the 
project and is reported to our Accounting Division, as required by contract. All agencies monitored 
claim that any income derived from the operation of the agency is used to run the program and/or 
provide services. When an agency uses CDBG funds for the rehabilitation or renovations of a property, 
it reduces the need to use or search for other sources of income and divert their own funds (from the 
provision of same or better services to low/mod clientele).

The provision of those services and their continuity is tracked through agencies' reports, telephonic 
discussions, facility use inspection, and through random file reviews during site visits. In some 
instances, the unit checks agency websites to determine operational status and hours and reviews IRS 
Form 990 that would provide a snapshot of an agency's financial situation, including sources of income.

Policies and Procedures for CDBG-funded Economic Development Activities (Attachment G) have 
been updated to further define program income and its management. Pages 16 through 17 of 
Attachment G include implemented policies and procedures for assessing and tracking program income. 
A Certification of Implementation of the Economic Development Activities Policy and Procedures 
Manual, executed by the General Manager of EWDD, has also been included as Attachment H.

HCIDLA respectfully requests that this finding be closed.

Findine Nine (2011 Monitoring Finding Eleven): CDBG Long Standing Open Projects

Condition: HUD found that the City lacked sufficient documentation to support planning and oversight 
to ensure a national objective was met for the following projects (by IDIS number and name): 11793 - 
Marlton Square; 10237 -Adams/La Brea; 6584 - Villa Palacios; 10928 - Westlake Theater; 3771, 10367, 
and 10368 -Blossom Plaza.

Marlton Square (initially funded on September 28, 2005), Westlake Theater (initially funded 
March 5, 2008), and Blossom Plaza (initially funded January 26, 2001), were designated by the 
City as addressing the slum/blight area national objective; the City has not yet addressed the 
slum/blighting conditions.
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Villa Palacios, initially funded on January 4, 2002, was designated by the City as addressing the 
low and moderate income area national objective; the City has not met a national objective.

Adams/La Brea, initially funded on January 30, 2007 was designated by the City as addressing 
the low and moderate income job (LMJ) creation national objective. The City's planned use for 
this property includes the acquisition of 62 separate properties of which the City currently 
controls four. The City does not have a plan with measurable benchmarks in place which will 
ensure that this activity will meet the LMJ national objective.

(24 CFR 570.506(b); 0MB circular A-87 Section C; 24 CFR 570.209(b)(3); 24 CFR 
91.220(a)(3)(d);24 CFR 570.209(a))

Corrective Actions:
A. Submit revised policies and procedures that define the City's modified process for allocating 

CDBG funding to projects.

B. Submit revised written agreements that the City will be utilizing.

C. Submit revised policies and procedures implementing these requirements.

D. While these projects arc subject to the CRA/LA dissolution process, the City must review 
and submit documentation of the underwriting for these projects when the CDBG funding 
was initially invested which occurred prior to the dissolution process.

E. Las Villas (Villa Palacios) - Based on the private investment and new Section 108 guaranteed 
loan program funds, the Department extended the deadlines on this 15-year old project. 
However, currently the Section 108 funds are subject to cancellation if not disbursed by 
September 15, 2017 and there is no identified developer, benchmarks, or actions taken that 
indicate this project will result in a national objective being met. The City must provide 
documentation of the developer, underwriting or deed of trust, measurable benchmarks that 
the project will move forward, or repay the original investment from non-Federal funds.

Blossom Plaza - The Department is aware that the project is completed. The City must 
provide documentation of national objective to close this portion of the finding.

Adams/La Brea - As there is no identified developer, underwriting or deed of trust, there is 
no established project that will result in a national objective being met, and the deadline of 
July 2014 has expired. The City must repay the CDBG investment from non-Federal funds.

Westlake Theatre - As there is no identified developer, underwriting or deed of trust, there is 
no established project that will result in a national objective being met, and the deadline of 
July 2014 has expired. The City must repay the CDBG investment from non-Federal funds.

Marlton Square - Please provide documentation of the status of the project including 
documentation of the national objective. In order for the City to utilize the slum/blight 
national objective, the City must provide documentation of the redevelopment plan for the 
area, how this activity addresses the blighted conditions and objectives defined in that
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redevelopment plan, provide documentation of a substantial amendment to change the 
national objective and document the primary beneficiary compliance for the certification 
period. Finally, if the City proposes a change of use, additional CDBG requirements may be 
triggered. However, if the City disposes of the property, the entire CDBG investment must be 
recouped in accordance with the initial finding. The City must clarify if the City has revised 
the national objective.

This portion of the finding will be closed once the resolution of all projects identified in 
corrective action E are completed. All future projects must have reasonable project 
completion timelines that include verifiable and measurable benchmarks.

F.

There were no policies and procedures attached to the City's last response. Please submit the 
referenced policies and procedures.

G.

Please note that the deadline for the projects identified in corrective action E was July 18, 
2014.

H.

Prior City Response: For Corrective Actions A, B, C, and D, the City indicated that it had redesigned 
its application and procedures, as denoted by Attachment L.

For Corrective Action E:

Las Villas (Villas Palacios) -The City indicated that it continues to monitor this development. 
Construction began in April 2017 and is estimated to finish in the summer of 2018. Furthermore, tenant 
improvements will be completed in December 2018. The project is 100% pre-leased therefore the job 
reporting will start in 2019 until the project stabilizes in 2020. Attachment Y contained details from the 
developer.

Blossom Plaza (Broadway Villas) - Attachment M is the Occupancy Summary reported submitted by the 
developer demonstrating that 53 units are occupied by households below 80% median income. The City 
stated that this met the national objective criteria found at 24 CFR 570.208(a)(3)(i)(A, B, C).

Adams/ La Brea - The City indicated that recommendations were moving forward to take actions on this 
project. The City requested in an April 8, 2018 letter that the Department approve a partial repayment.

Westlake Theatre - The City indicated that recommendations were moving forward to take actions on 
this project. The City requested in an April 8, 2018 letter that the Department approve repayment.

Marlton Square - The City determined that the physical condition of the subject site contributed to blight 
in a deteriorating area. At the time of allocation, the national objective for this activity was elimination 
of the blighting conditions (area basis). However, the City later reclassified this activity as meeting the 
criteria of slum/blight spot basis. The City purports that the national objective was met when the 
building demolished and the site was secured. Attachment N contained supporting documentation of the 
City's position.

For Corrective Action G, the City submitted policies and procedures on an external Hash drive.
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February 27, 2020 HUD Determination: Corrective Actions A, B, C, D, and G are now closed. 
Corrective Actions E and F remain open.

For Corrective Action E:

Las Villas (Villa Palacios) - This corrective action remains open. The City indicated in this response 
that this project would be completed; however, on August 9, 2017, we received an e-mail from the City 
stating that the project was stalled and that the developer was no longer interested in pursuing the 
project. The Section 108 portion of this project was cancelled on September 30, 2017, pursuant to the 
City's information provided. The City should provide documentation that the project is moving forward 
or repay the original investment of $1,500,000 from non-Federal funds.

Blossom Plaza - This corrective action is closed.

Adams/La Brea - The Department approves a partial repayment. The City is to credit $711,104.20 in 
program income and repay $1,845,801.92 to the City's local CDBG account to close this portion of the 
finding. Currently, the City has credited the $711,104.20 in program income and has repaid 
$485,841.60. This portion of the finding remains open pending the final repayment installment of 
$1,359,960.32.

Westlake Theater-The City indicated in an April 8, 2018 letter that it would repay the CDBG funding 
from non-Federal sources. This portion of the finding remains open pending proof of the repayment 
transaction.

Marlton Square - This corrective action is closed. Please note that any future development on this 
property will trigger the change of use requirements.

For Corrective Action F: Response for this corrective action is pursuant to Corrective Action E.

City Response (June 11, 2020): The City prepared a repayment plan to address ineligible costs totaling 
$6,319,138.16 associated with various projects, including Adams/La Brea. The City understands that 
this portion of Finding Nine/Corrective Action E will remain open pending payment of the last 
installment.

As it relates to the Las Villas project, construction is complete, with the final Certificate of Occupancy 
issued on March 9, 2020, attached as Attachment I. The National Objective for the project is LMJ, with 
a required public benefit of 58 full-time equivalent (FTE) jobs.

The project is 96% leased with the following tenants:

1. A new Los Angeles County Mental Health Facility occupying 43,307 square feet, and creating 
an estimated 45-55 FTE jobs.

2. Burgerim occupying 2,011 square feet, and creating an estimated 5-8 FTE jobs.
3. Western Dental occupying 4,344 square feet, and creating an estimated 6-10 FTE jobs.
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The Adams/La Brea project’s identified repayment amount of $1,359,960.32 was repaid on May 31, 
2019 (first payment of the repayment plan). Please see Attachment J, the receipt of repayment for 
Adams/La Brea (IDIS accounting screenshot included).

As it relates to the Westlake Theater project, an amount of $1,335,000.00 is scheduled to be repaid on 
March 31, 2021 (third payment of the repayment plan). Attachment K outlines the three-year repayment 
plan that extends over to the next year (2020-21).

HCIDLA respectfully requests that this finding be closed.

Finding Ten (2014 Monitoring Finding Three): Insufficient Documentation of National Objective

Condition: The City's records do not sufficiently document that the low- to moderate-income job 
creation national objective was met. The City does not have a policy in place to determine the number of 
jobs for existing businesses prior to receiving CDBG assistance and the number of positions created as a 
result of the CDBG investment. Some job certifications reviewed contained deficiencies.

For Homeboy Industries (12996) all certifications were completed by a representative of the 
business rather than the actual beneficiaries. For the Business Source Center (BSC), there is no 
written agreement executed between BSC and the assisted businesses defining the jobs to be 
created/retained.

For Gensler, based on the jobs reported in IDIS, all jobs created were filled by moderate income 
individuals. It is not clear if the activity benefited moderate-income persons to the exclusion of 
low-income persons.

The Section 108 files do not clearly document national objectives. For example, the file for Las 
Villas did not include documentation showing how the City determined the national objective 
(the City later provided the documentation); for the Vermont project, the documentation for slum 
and blight was based on a redevelopment plan that was more than 10 years old.

For the Handyworker Program (12982), the eight sample files reviewed did not clearly document 
compliance with the low- to moderate-income housing national objective. The following 
deficiencies were identified:

A homeowner reported rental income from a property; however an assessment of the value of the 
asset (property) versus the income derived from the asset (rental income) was not conducted. The 
rental income was not documented with third-party verification but by a self-statement with no 
supporting documentation.

A homeowner owned additional property and indicated a family member resided with them but 
did not pay rent. There was no assessment of value of the asset conducted or documentation of 
any income earned from the asset; nor was the additional family member's income included in 
the household income.

The City indicated they are using the Part 5 definition of income, however, not all household 
income was documented through third party verification.
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(24 CFR 570.506, 24 CFR 570.208)

Corrective Actions: The City must develop, implement and submit to the Department policies and 
procedures including certification of implementation signed by the certifying official, which ensure that:

A. The record keeping requirements at 570.506 are followed.

B. Documentation of jobs must include the number and types of jobs that exist prior to and after 
receiving CDBG assistance. In addition, job certifications must be signed by the appropriate 
beneficiary and be supported with back-up documentation.

C. For Gensler, the City must show how it ensured that low-income persons were not excluded from 
the benefit of this activity given the level of education and years of experience required for the 
available positions. This remains open pending the additional documentation the City referenced 
in their prior response. The position descriptions did not include the jobs listed in the agreement 
to be created. Finally, the City must show how it ensured that low-income persons were not 
excluded from the benefit of this activity given the level of education and years of experience 
required for the available positions referenced in the written agreement. The City's 
documentation must include a review of the City's job marketing efforts to low income persons.

D. The City must provide documentation that the Vermont project met/or will meet a national 
objective. The City provided a copy of the assignment of the job creation requirements, however, 
this assignment does not specify the date this obligation must be met.

E. No future funding can be provided to and no activity delivery costs (ADCs) can be incurred for 
the Business Source Centers until the program is reorganized to ensure that all businesses 
assisted enter the required written agreements. These written agreements must include all 
required regulatory provisions and ensure that jobs can be tracked to the assisted businesses. This 
finding remains open pending documentation that the Business Source Centers program is 
reorganized to ensure that all businesses assisted enter into the required written agreements. 
Please provide documentation of the written agreements with the businesses that include all 
required regulatory provisions and ensure that jobs can be tracked to the assisted businesses.

F. The City must provide documentation of the definition of income the City will utilize to 
document homeowner eligibility. Please provide documentation of the implemented policies and 
procedures and documentation of the training to staff referenced in the City's response.

Prior City Response:
A. The City provided policies and procedures (Attachment O) in response to this finding, as well as 

updated policies and procedures in response to the 2017 grant conditions.
B. The City submitted Attachment P Project Employment/Job Creation form, that has subsequently 

been updated through the 2017 grant conditions response.
C. The City indicated that the jobs were made available to low-income persons by posting the 

positions at the City of Los Angeles WorkSource Centers. Attachment Q included letters and 
email correspondence between Gensler and the City regarding the status of the postings and
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copies of the job descriptions. The emails further indicated that only seven positions were filled 
from the WorkSource Center, as the jobs were posted in other locations as well.
The City indicated that the Vermont Avenue Fee Owner LLC is required to comply with all 
contractual obligations through the Assignment and Assumption Agreement. To date, the City 
indicates that 145 FTE jobs, 122 are held by low and moderate income individuals, have been 
reported with a total goal of 250 FTE jobs by 2021.
The City provided Attachment Rand indicated that the BusinessSource Center documents have 
been revised to have each business assisted to execute an agreement and a job creation form that 
ties each business to a job.
The City submitted a draft manual for the Handyworker program and Attachment S, which is a 
document including portions of HUD's Technical Guide for Determining Income and 
Allowances for the HOME Program, adapted and provided to all Handyworker Program staff.

D.

E.

F.

February 27, 2020 HUD Determination:

Corrective Actions A and B are now closed.

For Corrective Action C, the information provided indicates that the jobs were posted at the 
WorkSource Centers, however, please note this is not sufficient to meet the made available to low- to 
moderate-income persons as the majority of the jobs require special skills and/or education. What 
training or options were provided to assist low to moderate-income persons obtain the skills to apply for 
the positions? In addition, all positions were filled with moderate income persons, no low-income 
persons were assisted. Regulations at 570.208(a) require that activities do not benefit moderate income 
persons to the exclusion of low-income persons. Subsequent to the original response, the City indicated 
in an April 8, 2018 letter that it would repay the CDBG funding from non-Federal sources. This portion 
of the finding remains open pending documentation of the repayment.

For Corrective Action D, the City must provide backup documentation of the jobs created to date.

For Corrective Action E, Attachment R is titled "Intake Application" and is not a written agreement in 
accordance with regulations at 570.506(b)(i). The City must establish and implement a written 
agreement that includes all required regulatory provisions. Please provide a copy of the executed 
agreement with the businesses served.

For Corrective Action F, the policies and procedures are in draft format and there is no certification of 
implementation. In addition, there is no submission of fonns that are utilized to calculate the income 
eligibility of the clients served by the program. Please submit the implemented policies and procedures, 
including the certificate of implementation and a sample of the current utilized fonns to calculate 
income eligibility.

City Response (June 11, 2020): Corrective Action C: The Gensler Capital Improvement Project 
($1,000,000.00) and Gensler Program Delivery Costs ($9,545.44) are set to be repaid on March 31, 2021 
(third payment of the repayment plan). Attachment K outlines the three-year repayment plan that 
extends over to the next year (2020-21).

Corrective Action D: For The Vennont, please see an updated jobs report for this project (Attachment 
L). To date, 176 FTE jobs have been created, of which 146 are held by low-income individuals. The
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stabilization period for this project will conclude in 2021, at which time the anticipated 250 FTE jobs 
will be created.

Corrective Action E: In response to Corrective Action E, attached is the BusinessSource Center
Written Agreement presently in use (Attachment M). Attachment N is a directive provided to 
subrecipients that sets out BusinessSource Center requirements and identifies documents that must be 
utilized and maintained in client files in order for contract compliance to be maintained. This 
agreement, with the directive as guidance, helps ensure that jobs can be tracked to the assisted 
businesses.

Corrective Action F: The updated Handyworker Program Policy & Procedure Manual (Attachment O) 
and the Handyworker Program Certification of Implementation (Attachment P) have been provided. 
Page 41 of Attachment O is a sample of a current utilized fonn that calculates income eligibility. In 
addition, assessment of income and how this form is used is located on pages 13 through 14. When 
determining an applicant’s low-income eligibility, they must also disclose income derived from assets 
(Pages 43 through 44 of Attachment O).

Finding Eleven (2014 Monitoring Finding Four): CDBG Eligibility

Condition: The City's determination of eligibility is not properly classified for the following activities:

The City charged general administrative and clerical staff costs such as senior clerk typist, clerk 
typist, and secretary as ADCs for IDIS activities 13196, 13341, and 12982.

A.

The City charged staff costs as ADCs even though sub-recipients were carrying out the activities 
for IDIS activities 13341 and 12982.

B.

The ADC costs included in activity 13341 identified as miscellaneous economic activity delivery 
costs were not tied to any CDBG eligible activity; therefore, there is no documentation that the 
funds were used for an eligible cost that met a national objective. ADC costs must be tied to an 
activity that meets a national objective.

C.

The activities carried out by the BSCs (13018, 13019, 13020, 13021, 13022, 13027) are not 
clearly defined and tied to specific objectives (assistance to micro-enterprises, training, linking 
businesses to funding sources). In addition, because training provided at the BSCs is available to 
anyone these costs should be classified as public services as the activities are not always tied to 
specific businesses or economic development projects. If ADCs are charged to conduct the 
training; those ADCs would be considered public service costs. Finally, there is no 
documentation that the services provided under 570.203(c) are tied to other eligible activities 
under 570.203.

D.

(CPD Notice 13-07; 24 CFR 570.203(c), 24 CFR 570.203(a-b))

Corrective Actions:

A. The City must review all staff costs for activities 13196, 13341, and 12982 to determine which 
costs are ADCs and which costs are PACs and provide that review to the Department.
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B. For 13196 and 12982, the City must provide documentation that City staff working on these 
activities are directly carrying out the activities and provide the supporting documentation of 
those costs to the Department.

C. The City must review the staff costs designated as miscellaneous for activity 13341 and provide 
documentation of the eligible CDBG activity or activities those costs correspond to.

D. The City must conduct a review of the types of activities that the BSCs carry out. Based on that 
review, the City must determine which activities are special economic development or public 
services and submit to the Department how the City will separate this activity into various 
eligible activities or alter the services provided to be in compliance with eligibility for special 
economic development.

E. Ultimately, any misclassified ADCs must be reclassified as Program Administration Costs 
(PACs). Any overage of the planning and administrative cap must be repaid with non-Federal 
funds. Similarly, any costs that cannot be tied to eligible activities and are not eligible PACs 
must be repaid with non-Federal funds.

Prior City Response:

A. The City indicated in the November 6, 2017 response that Attachment T represented a draft 
summary of the City's detennination of costs charged for activity 13341. The City indicated that 
most costs were for staff were ADCs. Attachment T also showed costs that were subject to 
further review and that a reconciliation would be completed. The City did not provide a similar 
breakdown for 13196 and 12982.

B. For 13196 and 12982, the City indicated that City staff working on these activities are directly 
carrying out the activities and Attachment U shows the specific activities the costs are tied to for 
Neighborhood Improvement projects.

C. The City indicated in the November 6, 2017 response that Attachment T represented a draft 
summary of the City's determination of costs charged for activity 13341.

D. The City indicated that each BusinessSource Center is operated as a special economic 
development project, providing technical assistance and training directly to businesses. The City 
further indicated that each business is contracted to provide a specific number of jobs, created or 
retained and that 90 percent of the businesses assisted are microenterprises and 10 percent are 
existing business owners.

E. In the April 8, 2018 letter, the City clarified their process for reclassifying ADCs and indicated 
prior reports to show this action.

February 27, 2020 HUD Determination:

For Corrective Action A, to close this portion of the finding related to activity 13341, the City must 
submit the final results of the reconciliation and documentation show how the costs that were not
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eligible as ADCs were adjusted to PACs. Further, the City needs to provide a similar breakdown for 
activities 13196 and 12982.

For Corrective Action B, the City exhibited how ADCs are charged to specific activities under the 
Neighborhood Improvement projects. The Department is accepting this as a sample of how ADCs are 
also charged for the Handyworker program. The City must ensure that they maintain sufficient time and 
activity information to show that the costs are properly classified.

For Corrective Action C, the City conducted the appropriate review. The remaining questions will be 
addressed under corrective action A. This portion of the finding is closed.

For Corrective Action D, the City's response indicates that the activity will not be separated into a 
public service activity and a special economic development activity. As a result, the City must 
implement a written agreement that meets all the requirements for special economic development 
activities including developing the appropriate jobs. The City should consider breaking out the 
microenterprise activities because the public benefit requirement would not apply to that type of activity; 
once assistance to microenterprises is combined with assistance to businesses that are not 
microenterprises within the same CDBG-funded activity, the public benefit requirement applies to the 
entire activity. This portion of the finding is closed.

Corrective action E is now closed.

City Response (June 11, 2020): Attachment Q outlines program delivery costs by program year that 
cannot specifically be attributed to projects within the Economic Development, Housing Development, 
and Neighborhood Improvement programs. From this reconciliation exercise, costs are broken down and 
either demonstrate how much of the costs are eligible to be repaid by a remaining allowance in the 
calculated Administrative Cap for each respective program year, or where no allowance exists, an 
amount to be repaid by the City from a nonfederal source (i.e., City General Funds). To this end, the 
City’s analysis finds that an unattributable amount of $171,826.63 (in PY 41) will require repayment 
from nonfederal sources. HCIDLA will seek Mayor and City Council approval for repayment of this 
amount using City General Funds as soon as is practicable.

Finding Twelve (2014 Monitoring Finding Five): Insufficient Documentation of Compliance with
Public Benefit Standards

Condition: The City does not have a system in place to track compliance with public benefit standards 
in the aggregate for Section 108 and CDBG including activity delivery costs. In addition, the City's 
policies and procedures state the incorrect public benefit standard; indicating that $50,000 is the 
aggregate, and $35,000 is the individual standard (it should be $35,000 in the aggregate and $50,000 per 
individual job). (24 CFR 570.209(b)(2); 24 CFR 570.707(a))

Corrective Action: The City must develop and implement a system to track compliance with public 
benefit standards. Once a system is developed, the City must submit documentation of the status of the 
public benefit standard for all economic development activities.

Prior City Response: The City's response indicated that the appropriate department had completed a 
draft summary report. Subsequent to the City's monitoring response, the City submitted policies and
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procedures and the tracking sheet broken down by program and funding year to in the City's June 12, 
2018 response to 2017 CDBG Special Conditions.

February 27, 2020 HUD Determination: This finding is closed.

Finding Thirteen (2014 Monitoring Finding Six): Insufficient Underwriting Standards

Condition: The City's underwriting practices are not comparable to HUD's requirements, resulting in 
poor performing projects that do not meet a national objective in a timely manner. The City does not 
follow its own project readiness procedures. The City does not ensure that all sources of project 
financing are committed. It is not clear if the City is dispersing HUD funds on a pro-rata basis with other 
funding sources.

The City did not provide documentation of the underwriting performed for the Gensler or Homeboy 
Industries projects. The City's PEP form is not sufficient to meet the underwriting requirements. (24 
CFR 570.209(a))

Corrective Action: The City must develop, implement and submit to the Department internal controls 
which ensure that the City's policies and procedures regarding underwriting criteria are followed. The 
City's policies and procedures and internal controls must ensure that all funding commitments are in 
place prior to committing HUD funds and that funds are dispersed on a pro-rata basis with other funding 
sources. The internal controls must specify assigned roles and responsibilities for staff. The submission 
must include a certification of implementation signed by the certifying official.

Prior City Response: The City provided copies of the EWDD's Policies and Procedures Manual. In 
addition, in response to the 2017 CDBG Special Conditions, the City has provided revised and updated 
EWDD Policies and Procedures.

February 27, 2020 HUD Determination: This finding is now closed.

Finding Fourteen (2014 Monitoring Finding Seven): Documentation of Primary Objective

Condition: The City does not have a system in place to track compliance with the primary objective 
requirement. The City has aggregated ADCs for multiple activities with different national objectives. 
For example, ADCs reported under activity 13341 are reported as meeting the LMJ national objective, 
but some associated activities, including Section 108 loans, are reported as meeting the SBA and SBS 
national objectives which cannot be included in the calculation for primary objective. (24 CFR 
570.200(a)(3); 24 CFR 570.707(a))

Corrective Action: The City must develop, implement and submit to the Department policies and 
procedures, including a certification of implementation signed by the certifying official, which 
establishes a system for tracking compliance with primary objective requirements, including a 
certification of implementation signed by the certifying official.

Prior City Response: The City's November 6, 2017 response, included Attachment X, showing how the 
City will document the primary objective requirements. However, the City did not provide the
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implemented policies and procedures. In addition, in response to the 2017 CDBG Special Conditions, 
the City has provided revised and updated EWDD Policies and Procedures.

February 27, 2020 HUD Determination: This finding is now closed.

Finding Fifteen (2014 Monitoring Finding Eight): CDBG IDIS Reporting Condition: The City's 
reporting in IDIS has the following inaccuracies:

A. Under ADC activities 13341 and 13196, the City uses one national objective but the associated 
activities are reported with different national objectives.

B. For economic development ADCs, costs are classified and set up in IDIS as stand-alone ADC 
activities rather than being included with the eligible activities that generate the costs. (13341).

C. For Las Villas, the two activities entered into IDIS contain conflicting information regarding 
matrix codes and are not identified as a Section 108 project.

(24 CFR 91.525(a)(3))

Corrective Action: Each economic development activity must be set up in IDIS under a separate IDIS 
activity number and must include all corresponding ADCs. ADCs for other projects must be reported 
separately by activity with the appropriate national objective rather than one IDIS activity for all ADCs. 
For associated activities (i.e. Las Villas), the City must ensure that the same national objective is 
reported in IDIS and correlates to the actual national objective documentation in the City's records. The 
City must develop, implement and submit to the Department IDIS policies and procedures which 
establish these requirements.

Prior City Response: In the November 6, 2017 response, the City indicated they were preparing 
detailed information regarding program delivery costs (ADCs) associated with active projects. In the 
January 26, 2018 binder, the City provided the copies of projects and how costs would be allocated.

February 27, 2020 HUD Determination: The description provided by the City describes an adequate 
system, however the City does not have policies and procedures implemented for all departments that 
charge ADCs. To close this finding, please submit a copy of the developed and implemented policies 
and procedures, including a certification of implementation signed by the certifying official.

City Response (June 11, 2020): Staff of both the HCIDLA and EWDD work in conjunction with each 
other to report ADCs separately for each activity. Policies and procedures have been developed which 
provide an adequate approach to charging activities related to CDBG-funded projects. Attachment R 
provides guidance that assists City staff in how to identify/create and charge ADCs. A signed 
certification of implementation is also attached as requested (Attachment S).

HCIDLA respectfully requests that this finding be closed.

Finding Sixteen (2014 Monitoring Finding Nine): CDBG Financial Management

Condition: The City does not track each Section 108 loan separately in the City's financial management 
system. (24 CFR Part 85.21 (b)(2)(3); 24 CFR 570.707(a))
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Corrective Action: The City must develop, implement and submit to the Department policies and 
procedures, including a certification of implementation signed by the certifying official, which ensures 
that Section 108 loans are tracked independently in the City's financial management system.

Prior City Response: The City indicated that EWDD has processed new disbursement requests for the 
Section 108 loan through the Financial Management System (FMS) by the City's accounting and 
Controller's staff. Further, the City indicated that all disbursements approved after 2014 have a record in 
FMS documenting when the request is processed, approved and funded. The City also indicated that 
'Portfol System' is a database that EWDD is using to monitor project details including new 
disbursements. The City indicated that all disbursements prior to 2014 would be entered into the Portfol 
System by December 31,2017. In addition, in response to the 2017 CDBG Special Conditions, the City 
has provided revised and updated EWDD Policies and Procedures that address this requirement.

February 27, 2020 HUD Determination: This finding is now closed.

Finding Seventeen (2014 Monitoring Finding 11): CDBG Overall Management Systems

Condition: For Gensler (12927), costs were incurred prior to the City's completion of the environmental 
review and prior to the execution of a written agreement with the subrecipient agency. In addition, the 
City was unable to provide documentation of the underwriting for the project. Costs were reimbursed 
without adequate checks and balances in place. (24 CFR 58.22(a); 24 CFR 570.503(b); 24 CFR 570.506; 
24 CFR 570.209(a)) prior to the provision of CDBG assistance to a for profit business.

Corrective Actions:
A. The City must develop, implement and submit to the Department policies and procedures, 

including a certification of implementation signed by the certifying official, which ensures the 
completion of an environmental review prior to choice limiting action. In the case of activities 
carried out by sub-recipients, the City must enter into a written agreement outlining CDBG 
requirements and grant terms prior to incurring contractual obligations, incurring costs or the 
expenditure of funds.

B. For IDIS activity 12927, Gensler, and any associated activity delivery costs, the City must repay 
all CDBG funds expended. The City must document the total amount of funds expended on the 
activity and provide documentation of repayment with non-Federal funds to the City’s local 
CDBG account.

Prior City Response: The City indicates that policies and procedures have been developed and 
submitted the policies and procedures in response to the 2017 grant conditions. The City indicates that in 
regard to Gensler, a contract was not executed with Gensler prior to the funds being released, however 
the City has agreed to repayment for this project under separate cover.

February 27, 2020 HUD Determination: The policies and procedures developed and submitted under 
the 2017 grant conditions were sufficient to address this portion of the corrective action.

In regard to the Gensler project, the City agreed and the Department concurred to repayment under a 
separate cover. This finding is closed.
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In summation, we respectfully request that you accept and close the following findings as responsive 
and complete: two, six, seven, eight, nine, and fifteen. Similarly, we note that findings ten and eleven 
will remain open, their closure pending your approval of the City’s recommended repayment request 
and the submission of proof of payment.

Sincerely,

Abigail R. Marquez 
Assistant General Manager

ARM:JO:RR:KB:CS

Jane Wilson, HUD CPD 
Wayne Itoga, HUD CPD 
Luz Santiago, HCIDLA 
Abigail R. Marquez, HCIDLA 
Sean Spear, HCIDLA 
Julie O’Leary, HCIDLA 
Rebecca Ronquillo, HCIDLA 
Carolyn Hull, EWDD 
Samuel Hughes, EWDD 
Daysi Hernandez, EWDD

cc:

Attachments:

FINDING TWO
Attachment A. HCIDLA's Emergency Solutions Grant - Program Manual

FINDING SIX
Attachment B. Affordable Housing Trust Fund Loan Agreement Template 
Attachment C. Affordable Housing Trust Fund Regulatory Agreement Template

FINDING SEVEN
Attachment D. 2018/Program Year 44 PR-02 
Attachment E. 2019/Program Year 45 PR-02

FINDING EIGHT
Attachment F. HCIDLA's Grant Administration - Policies & Procedures Manual 
Attachment G. Economic and Workforce Development - Policies & Procedures Guidance 
Attachment H. Economic and Workforce Development - Certification of Implementation

FINDING NINE
Attachment I. Las Villas Project: Certificate of Occupancy 
Attachment J. Adams/La Brea Receipt of Repayment 
Attachment K. Repayment to HUD Summary



Fourth Response to Fiscal Year 2017 On-Site Monitoring Report Dated September 15. 2017
Page 23

FINDING TEN
Attachment L. Vermont Project: Jobs Report
Attachment M. Individual Business Services Agreement
Attachment N. EWDD Directive to BusinessSource Center Subrecipients
Attachment O. Handyworker Program Policy & Procedure Manual
Attachment P. Handyworker Program Certification of Implementation

FINDING ELEVEN
Attachment Q. Unattributed Program Delivery Costs

FINDING FIFTEEN
Attachment R. Procedures to Allocate and Charge City Staff Costs to CDBG Funded Projects and 
Activities
Attachment S. HCIDLA - Certification of Implementation


