' the Honorabie Mayor and C:ty Councﬂ
" From the City Manager

May 19, 2008

SUBJECT
Fiscal Year 2007-08 Amendment of the Community Development Block Grant and
HOME Budget

RECOMMENDATION

Adopt a Resolution approving the amendment of the Fiscal Year 2007-08 Community
Development Block Grant & HOME Budget and Annual Action Plan and a Plan to
reduce cash and meet Timely Expenditure requirements by reprogramming Program
Income and prior year funds.

BACKGROUND

The City is required to submit a Federal Cash Transaction Report (SF-272) to the U.S.
Department of Housing & Urban Development each quarter. The purpose of the report
is to disclose the amount of CDBG related cash the City has on hand every 90 days of
the fiscal year. The source of the City's cash on hand consists of the Revolving Fund
Account, which are principal and interest payments received on single family and multi-
family housing rehabilitation loans, principal and interest payments earned from First
Time Homebuyer loans, and rents received from the purchase or rehabilitation of real
property. Interest earned on the cash account is not considered to be income and is
returned to the U.S. Treasury each quarter.

Statement of the Problem

According to CDBG regulations, any amount more than 1/12" the amount of the City’s
annual entitlement amount in a cash account must be expended before drawing down
additional grant funds from the Letter of Credit, or the funds must be returned to the
U.S. Treasury. Based on the City's last entitlement, the City should have no more than
$89,000 above the Revolving fund balance. Instead, as of March 31, the City's Program
Income balance was closer to $220,000. Program Income funds had previously been
allocated to Habitat Lincoln Townhomes and the project did not proceed according to
schedule. Because of this fact, the Cash Transaction Report showed that the City was
out of compliance with HUD’s spending rules. HUD had just received the City's Cash
Transaction Report for January — March.

On April 28, 2008, Council was asked to approve the Housing and Human Concern
Committee's recommendations for reprogramming approximately $811,029 in prior year
funding, which included program income allocated to Habitat and projects that had not
proceeded. In early May, HUD staff contacted the City to resolve the problem or face
the possibility of losing funding.

Staff subsequently met with the Financial Management Staff of HUD regarding the
City's latest Cash Transaction Report. HUD Staff advised the City to be reimbursed for
expenditures incurred for the period of January through March from the cash account in
order to immediately reduce cash on hand.
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Proposed Solution

Staff has proceeded as HUD advised and revised the Summary of Funds Available for
Reprogramming with the express intent to allocate Program Income funds to activities
that can expend all of the Program Income cash by June 30. One source of the City's
cash is in an account held by a third party fiscal agent (Rolison Road Repossession —
rents). In order to reduce the cash in that account, $20,000 in program income funds
are being allocated to the Housing Accessibility Modifications program, an ongoing
activity where there is a demand for service and a standing waiting list.

Most Program income payments are received monthly. Finance will develop a system to
review and reprogram accrued program income throughout the year. Staff will
coordinate this review with the quarterly preparation of the Federal Cash Transaction
Report.

Conclusion

It is recommended that Council approve the new focus of the Reprogramming which
now seeks to: 1) Reduce Cash, and 2) Allocate grant funds to activities previously
funded with program income funds fo activities that can expend funds in a timely
manner.

The requested budget changes result in an amendment to the 2007-2008 Annual Action
Plan. Finance will be able to expend all of the excess Program Income in the month of
May and record expenditures from prior year funds to bring the City into compliance
with federal spending rules by the end of this fiscal year.

ALTERNATIVES
Direct staff to return excess program income cash to the U.S. Treasury to be deposited
into the City’s Letter of Credit.

FISCAL IMPACT

The re-appropriation of $911,029 in CDBG and HOME funds to projects represents no
net change to the budget balance. Amendments simply move sources of funding from
one activity to another within the budget already approved by Council so that the City
can meet spending rules. There is one net change of $20,000 where funds held by a
third party fiscal agent are being allocated to an ongoing project in order to reduce cash
in that account.

/QZ,{,@ M,O (Lo d

Patricia J. Webb f“
Housing & Economic Development Manager

Chu Chang~ =~ Peter Ingram ¥
Acting Community Development Director Interim City Manager

ATTACHMENTS

1. Resolution Amending FY 07/08 CDBG/HOME Budget

2. Summary of Funds Available for Reprogramming — First In First Out

3. SF-272 Second Quarter Federal Cash Transaction Report (1/1/08 — 3/31/08)

RELATED DOCUMENTS IN CiTY CLERK’S OFFICE None
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RESOLUTION NO.

RESOLUTION APPROVING THE AMENDMENT OF THE FISCAL YEAR

2007/2008 COMMUNITY DEVELOPMENT BLOCK GRANT AND HOME

BUDGET AND ANNUAL ACTION

WHEREAS, the City is required to submit a Federal Cash Transaction Report
(SF-272) to the U.S. Department of Housing & Urban Development each quarter in
order to disclose the amount of CDBG related cash the City has on hand every 90 days
of the fiscal year; and

WHEREAS, On April 28, 2008, Council approved the Housing and Human
Concern Committee’s recommendations for reprogramming approximately $911,029 in
prior year funding, which included program income allocated to projects that had no
proceeded in order to meet timely expenditure requirements; and

WHEREAS, during a meeting with HUD Financial Management Staff it was
suggested that the City modify proposed funds to be reprogrammed to require the City
to be reimbursed for expenditures incurred for the period of January through March from
the case account in order to reduce cash on hand; and

WHEREAS, the City has revised the Summary of Funds Available for
Reprogramming with the express intent to allocate Program Income funds to activities
that can expend the funds by June 30 or soon thereafter; and

WHEREAS, the focus of the Reprogramming is to reduce cash, allocate grant
funds to activities previously funded with program income funds to activities that can
expend funds in a timely manner; and

WHEREAS, the requested budget changes result in an amendment to the 2007-

2008 Annual Action Plan; and
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WHEREAS, program income payments are often received monthly, so it will be
important for the City to have a system to review and reprogram accrued program
income throughout the year.
WHEREAS, Staff will coordinate this review with the quarterly preparation of the
Federal Cash Transaction Report.
NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF
REDWOOD CITY, AS FOLLOWS:
1. Adopt a resolution approving the amendment of the FY 07-08 Community
Development Block Grant & HOME Budget and Annual Action Plan as stated above.

2. This Resolution shall be effective upon the date of its adoption.

L A
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OMB APPROVAL NO. 348-0003

FEDERAL CASH TRANSACTIONS REPORT

{See Instructions on the back. If report is for more than one grant of
assistance agreement, attach compistad Standard Form 2724.) -

U.s.

1. _Fadaral spnnsering mgengy and organizationsl atement 1o which this repart
js sobmitted -

Department of Housing and L'eran Development

2. REGIPIENT ORGANIZATION

Name!

o 4. Fecerat grent or olher jdenfification -

1 numbar
B-07-

5, Radiplents 'accaﬁnt ﬁﬁmbar ar
Idantifying number

MC-060014

City of Redwood City

Numbst 4047 Middlefietd Road

angd Straef:

B. Lelter of Grogil reTDer

7. Last paymenl voucher number

" Give total number for this period

Giy, Stste  Redwood City, GA 94063

B, Payment Vouchiars creciled to

5. Sreagury chacks recelved {whethar

Days.

and ZIP Code! your seeeMnt or not dapesilet)
: - 10, "FERIOD GOVERED BY THIS REPORT
3, FEDERAL EMPLOYER FRUOM (month, day, yeaf) ' T {ronth, day, yéar)
IDENTIFICATION NO. _ _ 1/1/08 ' 3/31/08
a. Gash on hand beginning of reporting period % - 1,211,411.88
b. Letter of credit withdrawls 0:00
14, STATUS OF ¢. Treasury check payments _b.oe -
FEBERAL | Total receipts (Sum of lines b and c) - 0.00
CASH ‘ e. Total cash avallabie (Sum of iines a and d} 1,211,411.58
Fad o
{. Gross &isbuésemer}ts vt 70,866.40
(See specific ' . '
instructions g. Federal share of program Income
on the back} : j ‘ .
. ‘h. Net disbursements (Line Fminus fine g) - - 70,866.40
. Adjustments of prier periads
J Cash an hand end of petiod 3 1,140,545.18
1. THE AMOUNT SHOWN |13, OTHER INFORMATION
ON LINE 11, ABOVE, ] o . =
REPRESENTS CASH RE-  |B. Interest Income % 13,736.97
QUIREMENTS FDR THE I * * ) s
ENSUNG b, Advances to subgranises or subcontractors §

14. REMARKS (Aftach additional sheets of plgin paper, if mora spaaé Is réqur’red) '

" Interest aared for the quarter ending 3/31/08 is $13,736.97. A wir

exacution on 4/17/08. Cash on hand at the end of the period includ

e transfer for the amount of interest is scheduled for
a5 balance in the Revolving Loan Fund (RLF).

15

CERIFICATION '

| cerflfy to the best of my’
wnowladge ang bellef that this -
raport is true In all respects and

AUTHORIZED

SIGNAT 7 )
W //t —_

DATE REPORT SUBMI‘T‘T.ED .
D4/16/2008

fhat all disbursements have CERTHFYING.
basn made for the purpose and
condiiions of the grant or

agreemeant.

OFFICIAL | meain Ponty, Director of Fin

TYPED GR PRINTED NAME AND TITLE

TELEPHONE (Araa Code,
Number, Extensiorn)

(650) 780-7072

ance

THIS SPACE FOR AGENCY USE

RSN 7546-01-015-5434
272103

STANDARD FORM 272 {Rev. 7-87)
Preseribad by OMB Clrculars A-10Z and A-118



