
REPORT FROM 
 

OFFICE OF THE CITY ADMINISTRATIVE OFFICER 
  
 
Date: CAO File No. 0590-00098-5220 

Council File No. -- 
Council District: -- 

To:  The Mayor 
  The City Council 

 
From:  Matthew W. Szabo, City Administrative Officer 
 

 
Subject: ANNUAL RESERVE FUND LOAN REVIEW 
  
 
RECOMMENDATION 
 
That the Council, subject to the approval of the Mayor: 
 
1. Write off $5,745,197.29 in Reserve Fund loans and advances listed on Attachment 1; 

 
2. Instruct departments with outstanding loans to work with the special fund administrators and 

report to the Office of the City Administrative Officer in 90 days on the status of loans listed 
on Attachment 1 as requiring further analysis;  
 

3. Instruct departments to prioritize and expedite the submission of invoices to the appropriate 
City department(s) in order to recover Reserve Fund loans made for special fund 
expenditures; and, 
 

4. Authorize the City Administrative Officer to make technical corrections as necessary to those 
transactions included in this report to implement Mayor and City Council intentions. 

 
SUMMARY 
 
The City Council instructed the Office of the City Administrative Officer (CAO) to annually review 
the status of Reserve Fund loans and recommend loan write-offs (C.F. 99-1794-S1). The CAO 
reviewed 225 loans valued at approximately $79.68 million that were on the City’s books as of 
September 30, 2021.  Of these, 144 remain outstanding as of February 28, 2022. 
 
The CAO worked with departments and special fund administrators to determine the status and 
estimated repayment dates of each loan, and to identify the loans that are uncollectible.   
Attachment 1 provides the results of this review and is summarized below: 
 
 
 

r 
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Status of Reserve Fund Loans 

Amount 
(in millions) 

Loans Paid $11.41 
Long-term Loans 3.45 
Loans to be Repaid by 6/30/22 20.68 
Loans to be Repaid after 6/30/22 2.38  
Loans Recommended to be Written Off 5.75 
Loans Requiring Further Analysis (TBD) 36.01 
Total $79.68 

 
The information presented in this report does not impact the reported July 1, 2021 Reserve Fund 
level.  The July 1, 2021 Reserve Fund Available Balance was approximately $647.04 million, 
representing 8.62 percent of General Fund revenues.  As of the 2021-22 Third Financial Status 
Report, the Reserve Fund balance was $487.13 million, or 6.49 percent. 
 
BACKGROUND 
 
A majority of Reserve Fund loans generally serve to front-fund and cash flow departments for 
salaries and expenses related to County, State, or Federal grants. The Mayor and Council approve 
these grant awards on a case-by-case basis. The grantors reimburse expenditures based upon 
submission of invoices according to the grantor schedule and timeline. The departments then repay 
the Reserve Fund loans upon receipt of grant reimbursements.  
 
The Controller also processes Reserve Fund loans during year-end closing to comply with Charter 
Section 261(i) for unfunded encumbrances and expenditures. Unfunded encumbrances represent 
a technical adjustment at year-end and are reversed on July 1 of the new fiscal year. Advances for 
unfunded expenditures become necessary when special and bond fund receipts are below budget 
or delayed. Advances can also become necessary if departments and special fund or bond 
administrators experience delays in accounting, reporting, and approval of expenditures. 
 
The CAO recommends the write-off of 28 loans, which total approximately $5.75 million. The 
requested write-offs are due to a variety of reasons including ineligible expenses against grants, 
special funds, and/or bond proceeds, and over-stated expenditures. Attachment 2 includes 
departmental requests to write off loans.   
 
At the time of this report, this Office is unable to provide definitive repayment information for 
approximately $36.01 million. A significant portion of these outstanding loans is attributable to the 
following: 
 

 Aging - $8,636,901 – Senior Meals Emergency Response Program (C.F. 20-0862) – 
Repayment of this loan requires further analysis of whether, to what extent, and when FEMA 
will reimburse Senior Meals Program expenditures and the method by which the City 
chooses to process those reimbursements.  
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 General Services - $10,988,108.42 – Victory LA Program (C.F. 20-0463) – The timing of the 
repayment of this loan is dependent on whether and when the City decides to ramp down 
and discontinue this program, as the loan served as seed money, and the amount that is 
available in the Fund upon its closure.  

 
The remaining of these loans are primarily for special fund expenditures that require submission of 
cost reports and invoices prior to reimbursement. Although these loans may need a write-off, the 
CAO defers such recommendation pending further reconciliation by the departments. The CAO will 
continue to monitor and work with departments to expedite repayment of Reserve Fund advances. 
 
FISCAL IMPACT STATEMENT 
 
There is no General Fund impact resulting from the actions recommended within this report, as the 
2021-22 Budget does not assume the repayment of these loans. In addition, these actions will not 
impact the current status of the Reserve Fund.  
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ATTACHMENT 2 



CITY OF LOS ANGELES 
Matthew W. Szabo CALIFORNIA ASSISTANT 

CITY ADMINISTRATIVE OFFICER
CITY ADMINISTRATIVE OFFICERS 

PATRICIA J. HUBER 
MALAIKA BILLUPS 

BEN CEJA 
YOLANDA CHAVEZ 

ERIC GARCETTI 
MAYOR

AN EQUAL EMPLOYMENT OPPORTUNITY EMPLOYER 
200 North Main Street, Suite 1500, Los Angeles, CA 90012-4137      cao.lacity.org      (213) 473-7500 

0220-05940-0000 

Date: 

To: 

Attn: 

From: 

Subject: 

March , 2022 

Honorable Member of the City Council 
City of Los Angeles  
Room 395, City Hall  
Los Angeles, CA 90012 

Budget and Finance Committee 

CAO Staff  

REQUEST TO WRITE-OFF RESEVE FUND LOAN 

Dear Council Members, 

The Office of the City Administrative Officer (CAO) is requesting to write-off the following 
loan from the Reserve Fund: 

Year Council File Description Amount 
1987 CF 85-0578 100/54 Potrero Canyon Storm Drain Proj $      2,100,000 
1985 CF 85-0578 100/54 Potrero Canyon Storm Drain Proj   550,000 
1991 CF 91-0702-S2 100/54 Potrero Canyon Stabilization   700,000 
1988 CF 85-0578 100/54 Potrero Canyon Storm Drain Proj   1,130,000 

TOTAL: $      4,480,000 

As part of the Annual Reserve Fund Review report dated June 16, 2006 (Attachment A), 
the CAO determined that $4.48 million would be written off (0116-00012-0000). The CAO 
noted that it was anticipated that repayment would come from the sale of property in the 
surrounding area. However, Council approved C.F. 04-1587 to dedicate use of the 
property revenue for the restoration of the Potrero Canyon project as a first priority, with 
any repayment of the General Fund loan to be subject to the availability of remaining funds 
following the completion of the authorized project scope. Therefore, a determination on 
the availability of funding for repayment could not be determined until closeout of the final 
project.  
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In February 2020, a preliminary discussion with the Controller over the possibility of a loan 
repayment occurred based on a forecast of projected savings. However, due to cost 
escalations it does not appear that these savings will be realized and no further action has 
been taken to date.  

As there are no funds available within the Potrero Canyon Trust Fund to repay the Reserve 
Fund loan, we are requesting that $4.48 million to be written off from the Reserve Fund 
loans. 
 
If you need additional information, please contact Bernyce Hollins, Chief Administrative 
Analyst at (213) 473-7547 or Bernyce.Hollins@lacity.org. 
 
Respectfully submitted,  
 
 
 
 
Yolanda Chavez  
Assistant City Administrative Officer 
Office of the City Administrative Officer  
 
 
Attachment:  
Attachment A - CAO Annual Reserve Fund Loan Review – dated June 16, 2006  

Yolanda Chavez 





 
CITY OF LOS ANGELES 

INTER-DEPARTMENTAL CORRESPONDENCE 
 
 
 
 
 
Date:  February 28, 2022 
 
To:   
  Budget and Finance Committee 
 
             
From:  Clara Kim, Principal Accountant  
  Department of Aging 
 
Subject: REFERENCE MEMO REGARDING UNCOLLECTIBLE NEW FREEDOM 

GRANT EXPENDITURES 
 
New Freedom program was administered by Department of Aging (DOA) for a period from FY 
12-13 to FY 14-15.  A total grant expenditure of $262,231.43 was incurred. DOA billed to 
Metropolitan Transportation Authority (MTA) for reimbursement.  Metropolitan Transportation 
Authority is a grantor of program. 
 
Billing invoices were submitted with supporting documents by a project manager to MTA. 
DOA was reimbursed for grant expenditures except for $5,935.87 (FY 13-14) and $22,502.93 
(FY 14-15). 
 
At this time DOA doesn’t anticipate additional reimbursement from MTA since a New Freedom 
project manager is no longer with the City. It appears $28,438.80 is unfunded expenditure which 
is uncollectible.  
 
Therefore, DOA requests Budget and Finance committee approve a write off of $28,438.80 
unfunded expenditures of New Freedom  
 
If you have any questions regarding this matter, please contact Mariella Freire-Reyes, Interim 
General Manager at (213) 482-7242 
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         November 23, 2021 

AN  E Q U AL  E M P L O Y M E N T  O P P O R T U N I T Y  E M P L O Y E R  Recyclable and made from recycled waste. 

Honorable Paul Krekorian, Chair 
Budget and Finance Committee 

SUBJECT: BOARD OF PUBLIC WORKS – RESERVE FUND LOAN WRITE OFF REQUEST 

On November 4, 2021, the Office of the City Administrative Officer (CAO) requested a response 
from the Board of Public Works (Board) on its four outstanding reserve fund loans, and instructed 
departments to submit a memo to the Budget and Finance Committee with write-off justifications.  

Therefore, the Board is requesting to write-off four (4) Reserve Fund loans at a total of $30,418.44.  

Reimbursing Fund Fund  
No. Reference Doc No. Amount

GOB Series 2006A Animal Shelter Const. 16K JV74CHRTADX19 $     4,885.61 
CRA/LA Excess Non-Housing Bond Proceeds 57D JV74CHRTADX17 $     2,633.08 
CRA/LA Excess Non-Housing Bond Proceeds 57D JV74CHRTADX18  $   15,548.40 
CRA/LA Excess Non-Housing Bond Proceeds 57D JV74CHRTADX19 $     7,351.35 

TOTAL: $   30,418.44 

The expenditure for Fund 16K, GOB Series 2006A Animal Shelter Const., was from Fiscal Year 
(FY) 2017-18 appropriations for the Board, Office of Accounting salary expenditures. A reserve 
fund loan in the amount of $4,885.61 was initiated due to the defeasance of the bond program. 
The Board was advised by the CAO that bond proceeds are no longer available. The Board 
intended to pay off the reserve fund loan using general funds yet advised by the Controller’s office 
that general funds could not be used for the reimbursement.   
 
The expenditures for Fund 57D CRA/LA Excess Non-Housing Bond Proceeds were from FYs 
2016-17 through 2018-19 appropriations for the Board, Office of Community Beautification. These 
appropriations were for CD 4’s Infrastructure Improvements Projects (CF # 14-1174-S10).  The 
Board submitted $272,602.08 in expenses for reimbursements to the Economic and Workforce 
Development but $25,532.83 were identified as disallowable expenses per the bond covenants.   
 
At the time when the appropriations were authorized, these project activities were determined to 
be eligible for bond funding. Subsequently, bond proceeds are no longer available. Therefore, the 
Board is requesting to write-off four (4) outstanding Reserve Fund loans as listed above. 
 

Sincerely, 
 
DR. FERNANDO CAMPOS 
Executive Officer, Board of Public Works 

ANDO CAM
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