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Subject:  2015-16 PROPOSITION K ASSESSMENT REPORT

SUMMARY

The L.A. for Kids Steering Committee presents for Council and Mayor consideration, the
2015-16 Proposition K Assessment Report that includes the recommended 2015-16
expenditure plan and funding earmarks for 2016-17 through 2019-20. Recommendations for
current year budget adjustments and award of 2014-15 maintenance and inflation funds are
also provided.

The Proposition K: L.A. for Kids Program was established on November 5, 1996, by passage
of a Ballot Measure approved by City voters which authorized the City to collect up to
$25 million annuaily in local assessments over a 30 year period. Prior to June 30" of each
year, the City is required to adopt an expenditure plan for the upcoming fiscal year. On
February 18, 2015, Council took the first action for levying the 2015-16 assessment by
adopting the Resolution to Initiate Proceedings (C.F. 14-1194). This report recommends that
Council proceed with actions one through three and initiate actions four through six, as
follows:

Approve the 2015-16 expenditure plan and adjustments to the 2014-15 adopted budget;
Adopt the City Engineer's report describing the proposed improvements for 2015-16;
Adopt a Resolution and Ordinance of Intention to levy the assessment;

Hold a public hearing on the proposed assessment;

Acknowledge the status of environmental documents for the projects being considered for
inclusion in the assessment; and,

6. Adopt an ordinance confirming the assessment for the 2015-16 fiscal year.
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2015-16 Expenditure Plan

The proposed 2015-16 expenditure plan presented in Section 3 of the report findings, totals
$25 million, with a breakdown as detailed on the following page.






10.

Approve the 2014-15 Proposition K Maintenance funding awards totaling $3,816,403

(Attachment 9);

Approve the reprogramming of 2014-15 funding allocations, as reflected in Attachments 1
and 13;

Approve the 2014-15 Proposition K inflation awards totaling $735,900 as reflected in
Attachment 14;

Authorize the City Engineer to execute or amend grant agreements with Proposition K
grantees that are recommended for 2014-15 project allocations {(Attachment 1), as needed
to effectuate the 2014-15 maintenance awards (Attachment 9) and reprogramming actions
(Attachment 13), subject to approval of the City Attorney;

Authorize the Controller to adjust accounts to reflect the 2014-15 maintenance awards
(Attachment 9), inflation awards (Attachment 14) and reprogramming actions
(Attachment 13) in the following funds, pursuant to instructions to be provided by the City
Administrative Officer: Proposition K Projects Fund No. 43K, Proposition K Maintenance
Fund No. 43L, Proposition K Administration Fund No. 43M, Landscaping and Lighting
Assessment Series 2000 Fund No. 43P, Landscaping and Lighting Assessment Series
2001 Fund No. 448, and Landscaping and Lighting Assessment Series 2002 Fund No.
46A;

Instruct the City Clerk to publish notice by May 22, 2015, of a public hearing to take place
on June 3, 2015, at 10:00 A .M., during the regular Council meeting;

Instruct the City Clerk to set an agenda item for public hearing on the Council agenda for
June 3, 2015, to include the following actions:

a. With respect to the projects in List 3 of Attachment 8.

Acknowledge that the City Council's action is exempt from CEQA under Article II,
Section 2.i. of the City's CEQA guidelines, because the underlying project has already
been evaluated and processed in accordance with the City CEQA Guidelines.

c. With respect to the projects in List 5 of Attachment 8:

Acknowledge that these are projects that may be considered for funding after CEQA
compliance. No further action is required at this time.

d. Adopt the Ordinance Confimming the Assessment, as prepared and transmitted by the
City Attorney, confirming the assessments and approving the diagram for the District
for Fiscal Year 2015-16.

e. Instruct the City Engineer to record a Notice of Assessment with the County Recorder.

f. Approve the 2015-16 Five Year Plan for the L.A. for Kids Program and related
schedules, as set forth in Attachments 1,2, 3,4 and 7.
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g. Approve the 2015-16 allocation of administrative funds up to the following amounts
within Proposition K Fund 43M:

Department Amount
PW/Bureau of Engineering $278,083
PW/ Board/Office of Accounting 136,457
Office of the City Administrative Officer 97,000
Office of the Chief Legislative Analyst 33,358

Total 544.896

h. Instruct the Information Technology Agency to prepare and transmit the necessary
computer tape, compact disk or data file as appropriate, to the County containing the
assessment levy information confirmed by the City Council for Fiscal Year 2015-18 for
each parcel in the Assessment District.

i. Authorize the City Engineer {0 negotiate and execute Proposition K grant agreements
with grantees that are recommended for 2015-16 project allocations (Attachment 1),
except for competitive projects awarded to City departments, subject to approval of the
City Attomey.

j- Authorize the Controller to:

1} Set up accounts for the 2015-16 Proposition K assessment in the following Funds
pursuant to instructions to be provided by the City Administrative Officer:
Proposition K Projects Fund No. 43K; Proposition K Maintenance Fund No. 43L;
and, Proposition K Administration Fund No. 43M;

2) Increase the 2015-16 appropriations for the Information Technology Agency by
$50,000 from Proposition K Fund 43K/10, Account No. (TBD) - Information
Technology Agency to Fund 100/32, Account 9350 - Communication Service
Request;

3} Transfer cash from Proposition K Fund 43K/10 on as-needed basis upon proper
documentation from the Information Technology Agency and approval by the
Bureau of Engineering Program Managers and the City Administrative Officer; and,

4) Appropriate $7,807,194 in Proposition K interest earnings (Fund, 43K, Revenue
Source Code No 4903) to a new account within the Proposition K Projects Fund No.
43K, Account TBD, Account Title "Debt Service Payoff," for the purpose of
defeasing the three Proposition K bond series issued in 2000, 2001 and 2002, as
discussed in this report.

k. Instruct the City Engineer, City Administrative Officer, Chief Legislative Analyst and
Board of Public Works, Office of Accounting to submit journal voucher requests
supported by documentation of work order charges for program administrative and
project construction management staffing costs to the City Administrative Officer.
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l. Instruct the Department of General Services and the Department of Recreation and
Parks to submit expenditure reports fo Bureau of Engineering and the City
Administrative Officer on a monthly basis.

m. Authorize the City Engineer to make technical corrections to the City Engineer's Report
to reflect the intent of this Council action.

n. Authorize the City Administrative Officer to prepare technical adjustments as needed to
carry out the intent of this Council action and authorize the Controller to implement

those technical adjustments.

0. Authorize the Controller, pursuant to instructions provided by the City Administrative
Officer, to revert residual funds within Proposition K Funds to the originating
Proposition K project accounts for projects completed by the Department of General
Services and Recreation and Parks as part of ongoing program reconciliation activities.

FISCAL IMPACT STATEMENT

Adoption of an QOrdinance and Resolution of Intention to levy the Proposition K: L.A. for Kids
Assessment for Fiscal Year 2015-16 indicates the Council's intention to levy assessments
totaling $25 million to acquire and construct park and recreational facilities. The assessment
can only be used for capital improvements, acquisition of land, Proposition K Program
administration and maintenance of completed projects. The cost of operating Proposition K
projects as they are completed in future years will be funded by the annual operating budget
adopted for City departments and with independent funding for projects operated by external
entities.

A total of $5.12 million will be reimbursed to the General Fund in 2015-16 for program
administration, maintenance and project delivery expenses. This funding includes both
ongoing and one-time revenues that are available from funds remaining for completed
Proposition K projects.

The Department of Recreation and Parks (RAP) reports an annual fiscal impact of $6.05
million once active Proposition K projects, currently in various stages of development, become
operational over future years. This includes $3.41 million for maintenance and $2.64 million
for operations (Attachments 5 and 6). The fiscal impact for completed projects will be partially
offset by Proposition K maintenance funding. The proposed 2014-15 maintenance award for
RAP projects totals $3.08 million.
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FINDINGS

1. Basis for Report

On February 18, 2015 the City Council adopted a Resolution to Initiate Proceedings that
directed the Public Works Bureau of Engineering (BOE) and the Office of the City
Administrative Officer (CAQ) to report on the 2015-16 capital program proposed for Year 19
of the Proposition K Program (C.F. 14-1194). This Assessment Report transmits the 2015-16
Five Year Plan along with proposed adjustments to 2014-15 funding allocations.

2. Proposition K Program Overview

The Proposition K Program, currently in its eighteenth year of a 30-year program, was
established by the adoption of a Ballot Measure approved by City voters in November 1996.
The L.A. for Kids Steering Committee (Steering Committee) was created by City ordinance in
the subsequent year as the program’s administering entity. Committee membership consists
of representatives from the Offices of the Mayor, the Chief Legislative Analyst (CLA) and the
CAQ, with the latter serving as the chair. Council transferred project management to BOE in
April 2002 (C.F. 01-0600-S51) and administration of the program’s competitive awards
process in December 2003 (C.F. 03-0515-82). The Board of Public Works, Office of
Accounting (PW Accounting} provides program accounting services.

Funding deliberations begin each year with the convening of three Regional Volunteer
Neighborhood Oversight Committees (RVNOC) for the Central, Southern and Valley
Proposition K Program planning areas of the City. Two RVNQOC members are appointed by
each of the fifteen Council Offices to represent district funding priorities. At the conclusion of
the RVNOC deliberations, five-year expenditure plans for each region are presented to the
Steering Committee for further deliberation, including consideration of staff input. While
RVNOC recommendations are limited to the upcoming five-year funding period, staff
recommendations also include proposed changes to the current year expenditure plan.

The Steering Committee transmits to Council initial funding recommendations through an
annual Assessment Report that coincides with the release of the Mayor's Proposed Budget.
Prior to the public hearing scheduled by June of each year, any proposed changes to the
initial funding recommendations are transmitted to Council through an amending Motion.
Program funding recommendations must conform to use restrictions established by the
1996 Ballot Measure, which are summarized in the remainder of this section.

Approval of the 2015-16 expenditure plan includes adoption of a Resolution and Ordinance of
Intention that formally indicates the City’s intention to levy program assessment funds
(Attachments 11 and 12). The Engineer's Report, which is provided in draft form as report
Attachment 10, reflects the proposed 2015-16 expenditure plan and the associated
cost-benefit methodology used to allocate the assessment levy to parcels throughout the
City. After Council approves the draft Engineer's Report and adopts the Ordinance confirming
the assessment, BOE will finalize the Engineer's Report. The final Engineer's Report and
related assessment documents, including the assessment levy information for each parcel in
the Assessment District that is prepared by the Information Technology Agency (ITA), will be
filed with the Los Angeles County Recorder and the County Assessor, as applicable.
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Proposition K projects. State law prohibits the use of Proposition K funds for program
operations.

Maintenance funds are awarded on a current year basis through a competitive process
administered by BOE. Eligibility is limited to projects completed by December 31% of the
awarding year. Since program monies do not fund operations and only partially offset
annual maintenance expenses, external agencies applying for competitive project funds
must demonstrate an ability to maintain and operate the completed project before
competitive funds are awarded.

Program administration funds are allocated on a first priority basis to fund the estimated
fee charged by the Los Angeles County Recorder for collecting assessment monies. The
remaining administration funds are allocated to certain City departments to partially offset
Proposition K staffing costs.

Proposition K Bond Prograrm

The annual program budget includes debt service for three bond series issued by the City
between 2000 and 2002. Under the original bond issuances, 16 projects received funding
of $43.23 million. In Fiscal Year 2011-12, a financial review of the Proposition K bond
program confirmed substantial compliance in terms of completing the required capital
improvements and satisfying bond match requirements. Through this review, a total of
$7.93 million was identified as available for programming, which is comprised of $1.8
million in unspent bond funds and $6.13 in bond interest earnings. Under the terms of the
Bond Ordinance and related issuance documents, the City can utilize the available bond
and bond interest monies on previously non-bonded Proposition K projects through a
public hearing process that adds the additional projects to the list of projects that can
receive funding from the 2000 through 2002 Proposition K Bond series.

In February 2012, the Steering Committee approved program priorities for use of the funds
that were subsequently approved by Council in April 2012 (C.F. 12-0479). Council
authorized the addition of 11 projects to the Proposition K bond program, with the required
public hearing held on May 1, 2012 (C.F. 12-0479). By two subsequent Council actions on
September 11, 2012 and December 17, 2013 (C.F. 12-0479-S1 and 12-0479-S3), an
additional five projects were added to the bond program for a total cumulative count of 32
bond projects receiving funding from the three original bonds series issued between 2000

and 2002,

In March 2015, the Steering Committee authorized staff to proceed with the defeasement
of the three Proposition K bond series issued in 2000, 2001 and 2002. Staff has identified
$17.75 million in program funds that are available to fund an early payoff of the remaining
debt service for a cost of $16.43 million, with the balance of $1.32 million available for
associated fees. The proposed funding sources would utilize a combination of assessment
and program interest monies that are not currently needed to fund other program priorities.
Active projects that received these bond funds and interest earnings will still be able to
utilize the previously awarded bond and bond interest funds to complete the authorized

scope of work.
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e. 2015-16 Maintenance, Inflation and Debt Service

The proposed 2015-16 maintenance ($4.13 million) and inflation ($3.85 million) ailocations
will be awarded to individual projects during the course of the 2015-16 program year. The
individual project awards will be presented for Mayor and Council approval in April 2016, as
part of the 2016-17 Assessment Report. The proposed 2015-16 debt service allocation of
$3,056,690 will be used to pay for the early defeasance of the bond debt.

4. Budgetary Adjustments fo Utilize Future Surplus Capacity

As stated earlier in the report, the Steering Committee authorized staff to proceed with the
defeasement of the three Proposition K bond series at its March 2015 meeting. The early
payoff would free capacity to fund additional capital improvements on an annual basis
beginning in Fiscal Year 2016-17. Monies that would have otherwise been used for debt
service would become available to fund other program priorities. This report recommends
repurposing future assessment funds to provide the additional monies to address funding
shortfalls for the remaining Proposition K specified projects that the City is required to
complete. The proposed repurposing would enable the program to utilize an estimated $45
million in surplus capacity, as authorized by Council through the adoption of the
Proposition K Reconciliation Report, on August 12, 2014 (C.F. 12-1670-S2). However, use
of these surplus capacity funds would still be restricted to the project scopes defined in the
Proposition K Ballot Measure and other applicable restrictions, including State law.

Background

On August 12, 2014, Council approved the recommendations presented in the
Proposition K Reconciliation Report that identified an estimated $45 million in surplus
capacity after reserving sufficient funding to complete all other program mandates
(C.F. 12-1670-S2). This surplus capacity was authorized for use as a first priority to
address funding shortfalls for the remaining Proposition K specified projects that the City is
required to complete. Other potential uses could include additional competitive grant
cycles and increased cost recovery for City staffing expenses.

As stated in the Reconciliation Report, City Attorney has confirmed that there are no legal
authorities that expressly allow or prohibit the recommended use of the program’s surplus
funding capacity. However, City Attorney also states there is the possibility of legal
challenges from City property owners who may assert that there was an expectation that
the City would commit non-program funding sources to offset funding shortfalls for
specified projects in excess of the levels authorized in the Proposition K Ballot Measure,
inclusive of inflationary adjustments from program inflation and interest monies.

The Steering Committee has indicated its intent to continue leveraging capital funds from
both City and external funding sources, to the extent that these monies are available.
However due to the magnitude of shortfalls projected for some of the remaining specified
projects, the most viable means for moving these projects into active development is to
utilize a portion of the program’s surplus funding capacity, as authorized by Council.
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Annual Budgeting of Surplus Capacity

Despite the authority granted by Council earlier this fiscal year to utilize the program’s
surplus funding capacity on allowable program expenses, there is currently no mechanism
in place to budget these funds. Steering Committee staff recommends repurposing funding
that would have otherwise been used for debt service to fund a new budgetary line item
that would be used to address funding shortfalls on Proposition K specified projects in
excess of the levels awarded under established program inflation and interest rates. This
proposed repurposing of program funds would likely accelerate the completion of
remaining program mandates.

The new proposed budgetary line item in the Five Year Plan, currently termed “Additional
Specified Funding,” would effectively provide a vehicle for accessing the program’s
surplus capacity. In addition to receiving the repurposed debt service funds, this new line
item would also receive additional surplus funds identified by Steering Committee staff
through the reprogramming and annual budget adoption process. These monies would be
committed in the same manner as program inflation funds as part of the annual budget
adoption process for projects ready to proceed with acquisition or construction prior to the
close of each fiscal year. Use of these funds would still be subject to the scope
restrictions defined in the Proposition K Ballot Measure, and would have to be obligated
within the same fiscal year the funds are allocated. Steering Committee staff will continue
to monitor the geographic distribution of funds and make recommendations to the
Steering Committee t0 address any current or future imbalances over the course of the
remaining program years.

5. 2014-15 Proposed Adjustments for Allocated Funds

To avoid forfeiture of uncommitted funds, the City must adopt a $25 million expenditure
program prior to the start of each program year. As each year progresses, adjustments to
project allocations through reprogramming actions are necessary to ensure that the full
funding commitment is maintained. Other current year funding actions include the award of
Proposition K maintenance, inflation and interest monies. This section presents
recommendations for both current year reprogramming and the award of program
maintenance, inflation and interest funds.

a. Current Year Reprogramming

Reprogramming actions are taken each year to address changes in project status, funding
availability and site conditions, and thereby maintain the program’'s full funding
commitment level of $25 million annually. At its meeting held on March 26, 2015, the
Steering Committee approved reprogramming actions for the cumrent program year and
upcoming five-year cycle, which are incorporated into the 2015-16 Draft Five Year Plan
{Attachment 1) and detailed in report Attachment 13. The proposed reprogramming actions
are prompted by:

* An inability to close escrow on acquisition projects;

» Unforeseen site conditions and promotion of cost efficiencies;

» Adjustments to project allocations due to revised project schedules;

= Programming remaining funds available for projects awarded in the current year;
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2015-16 Five Year Plan (Program Years 19-23)

2015-16 A List of Projects {Program Year 19}

2015-16 B List of Projects (Program Years 20-23)

C List of Alternate Eighth Cycle Competitive Projects

Fiscal Impact — RAP Maintenance Costs

Fiscal Impact — RAP Operations Costs

2015-16 Recommended Administrative Funding Allocations
Categories of Environmental Documents for 2015-16 A List
2014-15 Maintenance Funding Recommendations

City Engineer's Report for Fiscal Year 2015-16

Resolution of Intention to Levy Assessment

Ordinance of Intention to Levy Assessment

BOE Reprogramming Recammendations

2014-15 Inflation Award Recommendations
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