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PERFORMANCE AUDIT OF THE CITY’S GRANT SEEKING 
AND ADMINISTRATION PROCESSES 

 

 
 

EXECUTIVE SUMMARY 

 
BACKGROUND 
 
The City of Los Angeles (City) is awarded hundreds of millions of dollars annually in 
competitive and non-competitive grants for diverse programs including public safety, 
human services and capital improvements.  The City’s inability to provide an exact 
dollar figure underscores a key finding of this audit:  an accurate, citywide perspective is 
nearly impossible to obtain because the City lacks centralized oversight of grants.  The 
City Budget reported FY 2006-2007 grant receipts as $460 million; however, this 
reflects State and federal grant funding received, not awarded.   
 
City leaders have sought to improve the City’s grant seeking and administration 
processes for at least a decade, evidenced by the introduction of five City Council 
motions to streamline grant processes since August 1997.  Most recently, City Council 
requested that the Controller’s Office conduct a performance audit of the City’s grant 
seeking and administration processes.  Our audit recommends broad changes to the 
City’s grant processes, including establishing a strong centralized oversight function and 
internal controls, and delegating greater authority to departments. 
 
SCOPE 
 
This audit was conducted in accordance with Generally Accepted Government Auditing 
Standards and included a random sample of 37 grants that were administered by eight 
departments or offices during FYs 2005-2006 and 2006-2007.  We also contracted with 
Shafer Consulting to survey grant practices in six other U.S. municipalities.  Our audit 
focused primarily on processes for competitive grants, though many of the 
recommendations are also applicable to non-competitive grants.  
 
In assessing the City’s processes, we compared the City’s procedures to leading grant 
practices utilized by local governments.  An effective grants system has the following 
elements: 
 

 A centralized oversight authority to provide guidance and act as a resource for 
grant-seeking departments; 

 Regular reporting of timely, complete and accurate grant information to decision 
makers; 
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 Good internal controls over departmental grant identification, analysis and 
approval and development of departmental policies & procedures; 

 Strategic planning and budgeting to ensure grants are aligned with departmental 
goals, objectives and funding; 

 Efficient processes to apply for and accept grant awards; 
 Regular evaluation of grant-funded programs to support management decisions 

on whether to continue the programs, either through subsequent grants or City 
funds; 

 Procedures to ensure compliance with grantor requirements; and 
 Monitoring to ensure program outcomes are achieved, grant revenues are 

maximized, and expenditures reflect actual costs that are allowable under the 
terms of the grant, or are appropriately charged within established budgets. 

 
SUMMARY OF RESULTS 
 
This audit found the City’s processes fall short of most of the leading grant practices. 
The City lacks adequate centralized oversight to provide reliable, citywide information 
on grant activities.  In addition, the City’s processes for seeking, applying for and 
administering grants is uncoordinated and complicated due to varying approaches to 
grant management by City departments. 
 
The primary intent of the Administrative Code - Grants Ordinance is to ensure that City 
Officials have an adequate level of authority over applying for and accepting grants, and 
are kept sufficiently apprised of grant activities.  However, our audit found that the rules 
set forth in the Grants Ordinance are neither effective nor efficient in meeting this intent.   
 
Given the nature and complexity of the grants received, most grant functions should 
remain decentralized.  Grant identification and application, program development and 
execution, and outcome evaluation should be performed by the departments whose 
staff possess the subject area expertise and are ultimately responsible for program 
implementation.  However, to provide a citywide perspective of grant activities and to 
ensure consistent protocols, this decentralized system should function under the 
umbrella of a central oversight body that has well-defined roles and responsibilities.   
 
The weaknesses identified by this audit derive from inadequate oversight; lack of 
comprehensive grant information and policies and procedures; as well as inefficient 
practices.  Recommendations require City leaders to implement many organizational 
and procedural changes. 
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KEY FINDINGS 
 

 Centralized oversight and coordination of the City’s grants is lacking. 
 

The Grants Ordinance, which requires formal Council approval for application, 
award, and periodic reporting, provides policymakers with information only on 
specific grants.  In 2004, City Council created a Grants Development Unit in the 
Office of the City Administrative Officer (CAO); however, it functions more as a 
resource to departments in identifying grant opportunities, rather than providing 
comprehensive oversight.  The City needs a Centralized Oversight Unit to provide 
guidance to departments, facilitate departmental coordination (to help with grants 
involving multiple departments and ensure departments are not competing for the 
same grants), monitor grant activities, and provide regular and ad-hoc reports to City 
Officials.   

 
 The City has no comprehensive database of grant activities. 

 
The CAO’s Grants Development Unit tracks the status of grant applications that it is 
aware of, and some departments have implemented their own grant tracking 
systems.  However, City policymakers currently make grant-related decisions based 
on information that is specific only to an individual grant; there is no citywide 
perspective on grant activities.  A comprehensive database and electronic tracking 
system is a critical element of effective citywide oversight.   

 
 The reporting requirements of the Grants Ordinance are cumbersome and fail 

to keep City Officials apprised of grant activities. 
 

The Grants Ordinance requires regular status reports on grant-funded programs, 
grants received and denied, and expenditures of federal awards; however, we found 
that only one of the departments we reviewed consistently complies with the general 
reporting requirements. Also, the required reports present information by specific 
grant or department and do not facilitate effective oversight, since there is no 
citywide context from which to analyze the data.  A Centralized Oversight Unit 
should generate regular, meaningful reports from the citywide grants database that 
can provide policymakers with information they would find useful for decision-
making.   

 
 Departments do not appropriately plan, budget, or evaluate their grant-funded 

projects and programs. 
 

Although the grants we reviewed were generally in line with the departments’ 
missions, grant seeking efforts were not driven by strategic plans or identified needs.  
In addition, departments are not consistently evaluating the impact of programs, or 
analyzing how programs fulfill their overall strategic goals. 
 



   

 vi

For 25% of the grants reviewed, departments did not develop adequate plans or 
budgets which resulted in program delays and failure to meet goals.  In one case, 
poor budgeting resulted in almost $1million potentially not being captured for a more 
expansive Public Works project.  In another example, a grant for purchasing new 
technology for the Los Angeles Police Department (LAPD) was extended four times 
over five years due to design problems and scope changes.  The initial plan for 
purchasing portable citation devices was ultimately changed to fund other support 
equipment.  Grant activities should be driven by the City’s identified needs and 
departments’ strategic plans.  Departments should develop detailed plans and 
budgets for grant-funded programs and formally evaluate the programs’ outcomes to 
determine whether programs should be modified or discontinued. 

 
 Not all departments have a systematic and coordinated approach for grant 

seeking and development. 
 

We found that departments generally do not have a comprehensive structure for 
grant seeking that formally establishes staff roles and responsibilities, procedures for 
internal analyses to determine if grants should be pursued and requirements for 
management approval.  The level of formal processes and structure varied 
considerably for the departments reviewed.  For example, we found that the 
Department of Recreation and Parks lacked coordination and a formal structure 
resulting in staff confusion as to who is responsible for grant seeking.  Under the 
new grants structure, departments will be given greater authority to apply for grants.  
However, this new authority is dependent on departments being able to demonstrate 
formal, systematic processes for grant seeking and development. 

 
 The requirement for City Council approval prior to submitting grant 

applications is no longer effective or feasible.  Further, the City’s process to 
formally accept grants is unnecessarily slow.   

 
The Grants Ordinance requires Council approval for grant applications when 
matching funds are required and the City has more than 60 days to meet the 
application deadline.  It appears that the intent of this requirement is to ensure that 
departments are applying for grants that are in line with their mission and priorities, 
and are not improperly committing City resources.  However, most grantors are 
moving toward electronic submission with short deadlines; we noted only 11% of the 
grants reviewed actually required Council approval.   
 
The Ordinance also requires Council approval for acceptance and receipt of grant 
awards.  For the grants we reviewed, it took an average of 154 days to formally 
accept the funds.  Departments took an average of 69 days from the award 
notification to submit their reports to Council for approval, and the Council and 
Mayor took an average of 85 days to approve the acceptance of the grant award.  
Council’s review can involve up to three different Committees.  Five months to 
accept grant funds significantly cuts into the program implementation period, which 
is generally one year.  
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By improving citywide oversight and establishing defined procedures with 
appropriate internal controls, the City’s processes can be streamlined.  We 
recommend that Council no longer formally approve grant applications prior to 
submission.  In addition, timeframes for review and acceptance should be 
established, and Council should consider having only one Committee, or just the full 
Council, review and formally approve grant awards.  

 
 Department reports to Council did not adequately identify City costs 

associated with implementing grant-funded programs. 
 

We identified six department reports that did not correctly identify the City’s costs for 
implementing grant programs.  For the most part, the CAO’s fiscal impact report 
identified the errors and informed Council of the total costs.  In one case, the 
department’s error understated City costs by $760,000.  In another example, 
$45,000 in salaries that were to be funded through the general fund or another grant 
were part of the department’s budget, but were not identified as part of the full 
program costs related to a $99,000 grant.  Departments should identify total program 
costs in determining whether to pursue a grant during the planning stage.  Council 
also needs to know the full costs of implementing a grant program as part of their 
decision-making process. 

 
 Departments do not accurately track all expenses related to grant-funded 

projects.   
 

Generally, departments track actual reimbursable costs for each grant.  However, 
we noted one department reported budgeted labor costs rather than actual costs.  
Additionally, departments generally do not account for grant-related expenses that 
are not reimbursable.  As a result, departments cannot properly estimate costs for 
future grant periods and do not know what it actually costs to administer grants.  
Departments need to identify and aggregate all expenses to make informed 
decisions about continuing programs.  By tracking the full, actual costs of grant 
implementation, departments can conduct meaningful cost-benefit analyses at the 
end of grant programs. 

 
 Departments’ fiscal administration of grants is inadequate.   

 
Departments were late in submitting grant reimbursement requests.  Reimbursement 
requests were submitted in lump sum amounts, one to two years after projects were 
completed or the grant period ended.  Delaying grant receipts forces departments to 
provide the cash flow from other sources longer than necessary, jeopardizing 
funding available for daily operations.  For one department, reimbursement requests 
for $389,000 and $448,000 were submitted two years after project completion and 
as one lump sum at year end, respectively.  In another example, a department 
overpaid the County of Los Angeles by $179,000; the funds were subsequently 
credited toward the following year’s program.  Departments need to improve their 
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fiscal management of grants to ensure expenditures are tracked as incurred and 
reimbursement requests are submitted timely.  A citywide grants database and 
tracking system could help staff manage these activities. 

 
The remainder of this report discusses the specific areas where improvements are 
needed in order to streamline the City’s processes and provide policymakers and 
department management with sufficient information to ensure grant funds are 
maximized and grant-funded programs meet the City’s priorities. 
 
REVIEW OF REPORT 
 
On November 20, 2007, a draft report was provided to management of the various 
departments included in the audit.  We held an exit conference with CAO management   
on November 26, 2007 to discuss the contents of this report.  The departments 
indicated general concurrence with the findings and recommendations.  We considered 
the departments’ comments before finalizing the report. 
 
We appreciate the cooperation and assistance extended to us during the audit by the 
various departments and offices. 
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TABLE OF RECOMMENDATIONS 
 

Recommendations Page 
Reference 

Section I:  Citywide Oversight 4 

1. The Mayor should seek appropriate funding to establish a centralized 
grants unit.  Responsibilities of the unit should include: 

a. Development and maintenance of formal citywide guidance 
and templates for grant activities. 

b. Development and maintenance of a resource library for 
departments, including sample grant proposals and policies 
and procedures. 

c. Development and maintenance of a citywide grants database. 
d. Requiring and monitoring, at a high level, grant performance 

and adherence to overall grant strategies and priorities. 
e. Regular reporting on the City’s grant activities to City Officials. 
f. Development of a master list of grant writers that departments 

can utilize. 
 
2. The Centralized Oversight Unit and departments should: 

 
a. Work with the Information Technology Agency (ITA) to develop a 

comprehensive database and tracking system to facilitate 
monitoring and reporting on the City’s grant activities accurately 
and timely.   

 
b. Work with the Controller’s Office to investigate the availability of a 

Grants Module in the new Financial Management System (FMS) 
and, if practicable, create a system that will integrate with the 
implementation of FMS. 

3. The Mayor and City Council should consider seeking revisions to the 
Grants Ordinance to assign responsibility for grant reporting to the 
Centralized Oversight Unit, rather than individual departments.   

4. The Centralized Oversight Unit should work with City Officials to 
determine the type of information to be reported, and the frequency of 
those reports.   
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Section II:  Grant Planning and Evaluation 8 

The Mayor should instruct department General Managers to: 
5. Ensure that grant seeking is formally driven by identified needs and 

strategic plans. 
6. Develop detailed plans and budgets for all grant-funded projects and 

programs. 
7. Formally evaluate, beyond the requirements of the grantor, the impact of 

grant- funded programs. 
The Centralized Oversight Unit should: 
8. Provide ongoing support to departments in carrying out these tasks. 
9. Determine, with input from representatives from City Council and 

departments, what evaluation information should be aggregated and 
reported to policymakers. 

 

 
 

 

 
 
 

 

Section III:  Grant Seeking and Application 11 

10. The Mayor should instruct department General Managers to establish a 
formal structure for grant seeking and identification by clearly defining 
staff roles and responsibilities, including management approval. 

11. The Centralized Oversight Unit, in conjunction with departments, should 
develop a standardized tool or checklist to be used by departments to 
determine whether identified grants should be pursued. 

12. The Mayor should instruct department General Managers to ensure 
departmental staff enter or reference relevant information into the 
citywide grants database or forward a copy of the proposal to the 
Centralized Oversight Unit upon management approval to submit an 
application. 

13. The Mayor and City Council should seek revisions to the Grants 
Ordinance to eliminate the general requirement that Council and Mayor 
approve grant applications, except in specific, defined instances, e.g., if 
the required departmental resources exceed an established threshold or 
if the department has not identified the needed matching funds in its 
budget.  

 
 

 
 

 

 

 
 

 
 

 

Section IV:  Grant Acceptance 15 

14. The Mayor and City Council should seek revisions to the Grants 
Ordinance to establish timeframes in which departments must submit 
their request to accept grant awards. 

15. The Mayor should instruct department General Managers to submit their 
department reports to the Centralized Oversight Unit, not the City Clerk. 

16. The Centralized Oversight Unit should make the determination whether 
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a CAO fiscal impact analysis is necessary and directly forward the report 
to the CAO analyst. 

17. The Centralized Oversight Unit should submit the reports from the 
department and the CAO analyst as one package to the City Clerk. 

18. The Mayor should instruct department General Managers and the 
Centralized Oversight Unit to use the grants database to track the status 
of the grant acceptance requests and ensure timeframes are met. 

19. City Council should consider adopting one of the three options for 
approving a grant award: 
a. Establish a grants committee responsible for reviewing grant awards 

and recommending approval/disapproval to full Council. 
b. Require that grants only be reviewed by the Budget and Finance 

Committee or the Committee with programmatic oversight of the 
proposed grant-funded program before going to full Council for 
approval. 

c. Eliminate need for Committee approval and require only full Council 
review and approval. 

20. City Council should establish and adhere to a standard timeframe in 
which grant awards must be reviewed and approved. 

21. City Council should consider approving departments’ recurring grants at 
one time, either during the budget process or at the beginning of the 
fiscal year.  [This will require modifying the Grants Ordinance to allow 
departments to negotiate and execute grant-related contracts after 
Council’s approval and authorization, as long as any changes to the 
scope, grant amount and period of work are within an established 
threshold.]   

22. The Centralized Oversight Unit (with input from representatives from 
City Council and departments) should develop a standard template and 
specific guidelines for department reports requesting Council approval of 
grant awards. The template should closely mirror the evaluation 
checklist used by departments in determining whether to apply for a 
grant, as identified in Finding 5. 

23. The CAO should only submit separate, detailed reports when there is a 
fiscal impact or if critical budget information is omitted in departments’ 
reports.  If the information provided by departments is complete, then 
only a statement recommending approval should be attached to the 
department report. 

Section V:  Grant Administration 21 

The Mayor should instruct department General Managers to: 
24. Adopt a system to accurately track all grant-related expenses, including 
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labor costs incurred by City personnel, to implement and administer 
grant programs.   

25. Submit reimbursement requests on time.   
26. Implement financial management processes to assist them with the 

fiscal administration of grants.  
27. The Centralized Oversight Unit should develop standard grant 

administration policies and procedures. 
28. The Mayor should instruct department General Managers to work with 

the Centralized Oversight Unit to develop and implement department 
specific grant administration guidelines.   
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INTRODUCTION AND BACKGROUND 

 
 
Grants received by the City are used to fund critical programs, including those related to 
public safety, human services, and capital infrastructure.  Maximization and effective 
use of grants enable general fund dollars to be spread farther, on other local priorities.   
 
The City receives grants primarily from other units of government such as State and 
federal agencies; though awards have also been made from private foundations.  
Grants may be competitive or non-competitive.  For competitive grants, the City must 
compete with other municipalities or nonprofit organizations through a formal proposal 
process and awards are made based a proposal’s merit as evaluated by the grantor.  
Non-competitive grants include Formula, or Entitlement grants, which are awarded 
based on one or more criteria of local need and generally allow for some discretion in 
how the funds are used; and Specified grants, which are earmarked for a specific 
project, typically a capital improvement or public infrastructure.   
 
In all cases, grants require a formal application to the grantor and funds must be used 
for a stated purpose.  Generally, the results of grant-funded programs must be 
periodically reported to the grantor. 
 
The City receives grants for varying amounts and time periods.  A grant award may be a 
few thousand dollars for a single event, or may total millions of dollars over multiple 
years.  The City’s 2006-07 budget included federal and State grant funding of $460 
million; however, this figure reflects estimated amounts to be received during the fiscal 
year, not the amounts that were awarded or committed during that period1.  The City’s 
Single Audit reported expenditures of federal awards for the year ended June 30, 2006 
totaling $340 million for general government and $150 million for the three proprietary 
departments (Airports, Harbor and the Department of Water and Power).   
 
Budgeted grant revenues and audited grant expenditures present useful, though limited 
information.  There is no reliable, comprehensive data source that tracks all grants 
sought, through submitted applications, nor for actual grant awards.  Therefore, we 
have no accurate figures to measure the City’s efforts and results of the grant 
application process, as linked to actual grant awards. 
 
GRANTS ORDINANCE 
Los Angeles Administrative Code, Division 14 Grants Program (referred to as the 
Grants Ordinance) sets forth the City’s requirements for submitting applications, 
accepting awards, amending grant contracts, and periodic reporting to City Officials.  
Under the current Grants Ordinance, City Council must: 

                                            
1 For example, the 2006-07 budget included a projected $2 million receipt of a grant that was awarded in 
1998. 
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 Approve grant applications before submission if matching funds are required and 
there is less than 61 days to submit the proposal, and  

 Formally approve awards before grant funds can be accepted.   
 

It appears that the intent of the Grants Ordinance is to ensure that City Officials are 
informed of new programs and can decide whether the City should be committed to 
carry out a grant-funded program.   
 
INTEREST IN CENTRALIZATION 
The Office of the City Administrative Officer (CAO) received funding in 2004 for two staff 
positions to establish a Grants Development Unit.  Council intended the Unit to research 
and identify grant opportunities for the City.  During the FY 2005-06 budget process, 
Council requested the CAO to determine whether grant functions, in whole or in part, 
could be consolidated.  The CAO’s May 9, 2006, report concluded that consolidating all 
the City’s grant functions is not feasible.   
 
The CAO’s report indirectly identified the need for a single point of grant information that 
could be readily accessed for City management needs.  To provide Council with the 
number and value of grant applications and awards by department, the CAO surveyed 
departments; however, staff indicated that the information provided was not complete.   
 
The Grants Ordinance has been revised since its initial enactment in 1978 to establish 
overall policies and guidelines.  Policymakers have also raised concerns about the 
City’s grant processes.  Specifically, Councilmembers have asked how well the City is 
doing in getting grants that it applies for; whether grant funds are maximized, and 
whether City departments are adequately managing and monitoring grant funds.  This 
audit was initiated, in part, because these questions have not been adequately 
addressed. 
 
OBJECTIVES, SCOPE AND METHODOLOGY  
The City Council requested the Controller’s Office to conduct a performance audit of the 
City’s grant seeking and administration processes.  This audit assessed current 
practices, and looked for opportunities to improve efficiency and effectiveness in 
identifying, applying for, accepting and administering grant funds.  
 
Specifically, the audit sought to: 
 

 Determine and evaluate how departments identify grant funding opportunities 
that support their core mission. 

 Assess the level of coordination between departments and key players in 
identifying, applying for, and accepting grants. 

 Evaluate procedures followed by departments to submit applications for potential 
grants and identify opportunities to streamline the approval process. 

 Determine the underlying cause for significant differences between the number of 
grant applications and grant awards. 
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 Assess and evaluate departments’ procedures to administer grants to ensure 
timely program development and implementation of grant requirements.  

 Review departments’ procedures to ensure compliance with grant requirements. 
 Research and identify best practices, including procedures employed by other 

municipalities, for seeking and administering grants.   
 
To obtain a citywide perspective, we conducted a detailed review of grant processes at 
eight departments listed in Exhibit 1.  The departments were selected based on the 
dollar value and number of grants received.   
 
 

Exhibit 1 
 

1. Los Angeles Police Department 5.  Department of Recreation and Parks 
2. Department of Aging 6.  Department of Disability 
3. Office of the Mayor 7.  Office of the City Attorney 
4. Department of Public Works, Bureau of  

Sanitation 
8.  Community Development Department 

 
We also interviewed staff from the Environmental Affairs Department to understand its 
role as a citywide coordinator for environmental grants.  In addition, we interviewed staff 
from the Offices of the City Administrative Officer and Chief Legislative Analyst (CLA), 
as well as several Councilmembers.  We conducted testwork on a random sample of 37 
grants that were administered by the eight departments during Fiscal Years 2005-2006 
through 2007-2008.  Fieldwork was conducted from August through October 2007. This 
audit was performed in accordance with Generally Accepted Government Auditing 
Standards. 
 
We contracted with Schafer Consulting (Schafer) to identify grant practices in six U.S. 
cities and counties (Exhibit 2) for the purpose of noting potential alternatives to the 
City’s existing practices and improve overall efficiency and effectiveness.   

 
Exhibit 2 

City of Phoenix, AZ City of Sacramento, CA 
City of San Francisco, CA City of New York, NY 
City of Houston, TX County of Salt Lake, UT 
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AUDIT FINDINGS AND RECOMMENDATIONS 

 

 
SECTION I:   CITYWIDE OVERSIGHT  
Grant seeking and administration within the City is decentralized, with each department 
responsible for identifying and administering their respective grants.  This structure is 
logical given the extent and diversity of activities funded by grants.  Departments have 
the subject matter expertise necessary to identify appropriate grants, submit accurate 
proposals, and monitor performance.  However, better centralized oversight and 
coordination of the City’s key grant activities is critical.  Under the current structure, it is 
extremely difficult to monitor grant activities from a citywide perspective or prevent 
departments from submitting competing applications. 
 
Finding No. 1: Centralized oversight and coordination of the City’s grants is 

lacking.   
 
Comprehensive centralized oversight and coordination of the City’s grant activities is 
extremely important given the number and complexity of grants administered by 
departments.  In 2004, City Council provided funding to the CAO for two Project 
Coordinators to establish a Grants Development Unit to research and identify grant 
opportunities; however, this comprises just one small component of effective oversight.  
The CAO hired only one Project Coordinator for the Grants Development Unit and this 
individual is responsible for both grants development and budget analysis activities.   
 
The CAO essentially fulfilled Council’s intent.  The Project Coordinator provides 
technical assistance to departments, coordinates trainings and monitors the status of 
grant applications that she is made aware of.  The Project Coordinator also drafted a 
grants manual and a request for qualifications for grantwriters; however, both have not 
yet been approved by management or disseminated to departments.  The CAO 
purchased a citywide license to eCivis Grants Network, an online grants research 
database, to provide department staff with access to detailed information on federal, 
State, and foundation grants.  While these elements are important, they fall short of 
comprehensive centralized oversight.   
 
A centralized oversight unit should not take control of all grant related activities.  The 
responsibility for grant identification, proposal development and administration should 
remain with individual departments.  However, a key function of the unit should be to 
provide assistance to smaller departments that do not have staff dedicated to grant 
activities.  The City of Phoenix has established a system that combines both centralized 
and decentralized responsibilities.  
 
The responsibilities of an effective centralized oversight unit should, among other 
things, include:   
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• Providing guidance and technical assistance to departments, 
• Developing a standardized set of grant procedures, 
• Maintaining a library of departments’ grant proposals, 
• Supporting smaller departments that do not have a dedicated grant staff, 
• Working with departments to prioritize needs for external funding, 
• Maintaining a current list or master agreement contract with grant writers 

that all departments can utilize, 
• Providing coordination for grants involving multiple departments, 
• Facilitating the grant approval process, 
• Monitoring grant activities through a comprehensive, citywide database, 
• Providing regular and ad-hoc reports to City Officials. 

 
This audit report recommends significant changes to the City’s current grants process, 
including delegating greater authority to departments.  A robust centralized unit is 
instrumental to ensure the effective design and execution of the new grants structure.  
The organizational location of the centralized grants unit is critical, and we believe that it 
may be most effective to expand the capacity and responsibilities of the existing CAO 
Grants Development Unit, since there is an organizational foundation from which to 
build.   
 
Recommendations: 
1. The Mayor should seek appropriate funding to establish a centralized grants unit.  

Responsibilities of the unit should include: 
a. Development and maintenance of formal citywide guidance and templates for 

grant activities. 
b. Development and maintenance of a resource library for departments, 

including sample grant proposals and policies and procedures. 
c. Development and maintenance of a citywide grants database. 
d. Requiring and monitoring, at a high level, grant performance and adherence 

to overall grant strategies and priorities. 
e. Regular reporting on the City’s grant activities to City Officials. 
f. Development of a master list of grant writers that departments can utilize. 

 
Finding No. 2: The City has no comprehensive database of grants. 
 
A comprehensive database and electronic tracking system is a critical element of 
effective citywide oversight.  Most of the municipalities surveyed used a citywide 
electronic system to track and monitor grants.  The Project Coordinator in the CAO’s 
Grants Development Unit currently tracks only the status of grant applications.  While 
this information provides a snapshot of what departments are applying for, it does not 
permit effective citywide monitoring of the full range of grant activities, i.e. application, 
implementation, and administration.  In addition, this system relies on departments to 
inform the Project Coordinator of applications submitted, which departments do not do 
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consistently.  Consequently, it is difficult for the Project Coordinator to maintain an 
accurate list of the City’s grant activities.  
 
We noted that some departments have implemented their own grant tracking system.  
Rather than create a duplicative system, one comprehensive database should be 
developed to meet the needs of both individual departments in managing day-to-day 
grant activities and the Centralized Unit in monitoring grants on a citywide level.  In 
addition, departments will be more likely to consistently populate the database if it 
facilitates their own grant administration activities.   
 
A citywide grants database and tracking system will also enable regular and special 
reporting to City Officials.  Currently, Councilmembers make grant-related decisions 
based on information that is specific to an individual grant.  The database could provide 
high-level information that will allow policymakers to review individual grants within a 
citywide context, such as the number and amount of grants supporting similar 
programs, or total City funding commitments towards given programs.  Additional 
information could include the following:  

i. Applications submitted, 
ii. Grantor name, 
iii. Grants awarded, 
iv. Grants denied,   
v. City contributions, 
vi. Description of Program/Project, 
vii. Key activities and expected outcomes, 
viii. Council District, 
ix. Grant type, i.e. competitive or formula, 
x. Grant start and end dates, 
xi. Actual start and end dates, 
xii. Grant budgets, 
xiii. Submission of fiscal and progress reports. 

A few of the local governments surveyed use a grants module in their financial 
management system to track and monitor grants from the application stage to closeout.  
As the City develops its new Financial Management System (FMS), the availability and 
capability of a grants management module should be explored.  FMS is not scheduled 
for full implementation for several years.  While the City should not wait to develop a 
system for tracking grants, it should consider potential integration and compatibility with 
FMS. 
 
Recommendations:   
2. The Centralized Oversight Unit and departments should: 

a. Work with the Information Technology Agency (ITA) to develop a 
comprehensive database and tracking system to facilitate monitoring and 
reporting on the City’s grant activities accurately and timely.   
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b. Work with the Controller’s Office to investigate the availability of a Grants 
Module in the new Financial Management System (FMS) and, if practicable, 
create a system that will integrate with the implementation of FMS.  

 
Finding No. 3: The reporting requirements in the Grants Ordinance are 

cumbersome and fail to keep City Officials apprised of grant 
activities. 

 
The Grants Ordinance requires departments to submit multiple reports to City leaders 
on grant activities.  For example, the Ordinance requires that departments submit: 

 
 A copy of the grant application to the Mayor, CAO, CLA, and the City Clerk for 

committee and City Council consideration; 
 Quarterly status reports on grant-funded programs to City Council and Mayor; 
 Semi-annual summaries of grants received to the Mayor, City Council and the 

City Controller; 
 Annual reports on federal financial assistance received to the City Controller for 

compilation in the Single Audit Report; and 
 Semi-annual summaries of denied grant applications to the Mayor, City Council 

and City Controller. 
 
Other than the Single Audit reporting requirements, we found that only one of the eight 
departments reviewed consistently complies with the reporting requirements.  Some 
departments were unaware of the requirements and others felt they were overly 
burdensome, particularly since it was unclear whether the information was reviewed.   
 
The current reporting requirements are not an effective tool for City Officials to monitor 
grant activities because the information is presented by department or specific grant, 
rather than aggregated citywide.  City Officials could more effectively monitor grant 
activity if the Centralized Oversight Unit were responsible for generating regular, 
meaningful reports from the citywide grants database.  Departments would still have 
responsibility for ensuring grant information is current by regularly populating the 
database.    
 
Recommendations: 
3. The Mayor and City Council should consider seeking revisions to the Grants 

Ordinance to assign responsibility for grant reporting to the Centralized Oversight 
Unit, rather than individual departments.   

4. The Centralized Oversight Unit should work with City Officials to determine the type 
of information to be reported, and the frequency of those reports.   
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Exhibit 3 
Planning-Evaluation Cycle 

  
SECTION II:  GRANT PLANNING AND EVALUATION 
 
The success of the City’s grant funded programs is dependent on an effective planning-
evaluation cycle, illustrated in Exhibit 3.  This illustration is intended to capture only the 
following overarching elements:  strategic planning, individual project/program planning, 
and evaluation; it is not intended to represent all aspects of the planning-evaluation 
cycle.  The three elements are part of a continuous feedback loop and are defined as 
follows:  
 
• Strategic planning sets departments’ overall 

direction to meet identified needs and priorities.  
Grant seeking is an integral tool to identify 
resources to help fund projects that will achieve 
strategic goals. 

 
• Project planning details the implementation of 

those projects considered essential to carry out 
the strategic plan.  Project planning also involves 
budgeting to ensure adequate resources are 
available to implement the program, and achieve 
its goals and objectives.   

 
• Program evaluation assesses the effectiveness 

of the program in meeting the goals and objectives 
that were defined during project planning.  The evaluation results should also be used 
to modify future strategic and individual projects plans.   

 
Our audit found that all three components are generally lacking in departments’ grant 
seeking and administration activities. 
 
Finding No. 4:   Departments do not appropriately plan, budget, or evaluate 

their grant-funded projects and programs. 
 
Strategic Planning 
While the grants we reviewed funded programs that were generally in line with 
departments’ missions, grant seeking is not formally driven by strategic plans or 
identified needs.  Grant funds should not be sought simply because money is available, 
rather, departments should identify funding priorities and seek grants for programs and 
projects that help advance departmental priorities and goals.  There is a risk in allowing 
the availability of grant monies to drive departments’ programs and projects.  First, 
although a grant may fully fund the program, programmatic and administrative tasks can 
be time consuming and may prevent staff from taking on higher priority projects.  
Second, if grant funds expire, community expectations may make it difficult for the City 
to discontinue the program.  City resources may then be committed to funding lower-
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priority programs rather than new, innovative projects that directly fulfill broad, strategic 
goals. 
 
It is not enough to simply develop a strategic plan; plans must be revised periodically, 
and the department’s vision, priorities and goals must be clearly communicated to staff 
with grant seeking responsibilities.  We found this to be the case within the Department 
of Aging, which develops a four-year plan that is updated annually, and outlines 
priorities and objectives based on identified needs.  Departmental staff interviewed 
during the audit were keenly aware of the Department’s priorities and objectives, and 
actively use the plan to guide their grant seeking activities. 
 
Grant Planning and Budgeting 
Departments did not develop adequate plans or budgets for approximately 25% of the 
grants reviewed, which resulted in completion delays and failure to meet goals.  In one 
case, a poor cost estimate may have resulted in not funding almost $1 million of more 
extensive projects for the City.   
 
Public Works, Bureau of Sanitation (Sanitation) significantly overestimated the cost of 
one grant-funded capital project.  Sanitation initially estimated the project cost as $1.4 
million and was awarded the full amount; however, more than a year after receiving the 
grant, the Department determined the project would cost only $482,000.  Sanitation 
requested to deviate from the original agreement to capture the $918,000 balance, but 
the grantor denied the request.  Sanitation may have lost an opportunity to propose a 
more extensive project due to poor budgeting.    
 
One grant, awarded for the purchase of new technology at LAPD, has been extended 
four times over the course of five years due to design problems and scope changes.  
The grant was initially to purchase a hand-held citation device; however, several years 
after the award, the scope was changed to integrate the citation feature with another 
portable device.  The grant ultimately funded support equipment, e.g., printers, for the 
portable devices.  Better project planning may have resulted in a more efficient use of 
the grant funds.  
 
The Community Development Department (CDD) did not fulfill its obligation to 50 
participants of one grant-funded program because it did not adequately plan to graduate 
them prior to the end of the grant period.  The program was designed to match 
participants’ savings for start-up business costs, secondary education or the purchase 
of a first home.  The participants had not reached the savings requirement by the end of 
the grant period, and CDD had assumed they could roll them into the following period’s 
program.  While CDD was awarded the grant for the following five-year period in early 
2006, the grant has still not been accepted.  Consequently, CDD plans to return the 
balance of $60,000 to the grantor.  CDD should have planned the program so that the 
participants could reach their savings goal within the five-year period that was specified 
by the grant. 
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Evaluation 
Departments’ program evaluation activities appear to focus mostly on outputs and are 
limited to grantor requirements.  Departments are not consistently evaluating the impact 
of programs, nor are they analyzing whether or how programs fulfill overall strategic 
goals.  In addition, upon completion of the grant funded-program, departments are not 
formally assessing the value of the program relative to total costs.  
 
For example, LAPD’s stated measurable goals for a domestic abuse program included 
the number of investigations completed and the number of officers who received 
training during the program year; these are outputs, rather than outcomes.  The 
Department of Aging, however, evaluated outcomes for a demonstration program to 
improve senior citizens’ physical capabilities.  After multiple sessions with the seniors, 
staff measured their improvement in exercise areas such as muscle strength, 
coordination and flexibility.  Staff stated that the program outcomes enabled the 
department to identify the impact of the services and refine the curriculum of the 
program.  
 
Departments should consider a program’s effectiveness in achieving identified needs 
and objectives, to determine whether the program should be modified or discontinued.  
Departments should also consider this information when updating their strategic plans, 
since there may be a more effective approach to addressing needs and fulfilling 
objectives.   
 
Finally, departments should report the impact of grant-funded programs to the 
Centralized Oversight Unit to be aggregated for Council consideration.  The Centralized 
Oversight Unit, with input from representatives from City Council and departments, 
should determine what type of evaluation information should be reported.   
 
Recommendations:   
The Mayor should instruct department General Managers to: 
5. Ensure that grant seeking is formally driven by identified needs and strategic plans. 
6. Develop detailed plans and budgets for all grant-funded projects and programs. 
7. Formally evaluate, beyond the requirements of the grantor, the impact of grant- 

funded programs. 
The Centralized Oversight Unit should: 
8. Provide ongoing support to departments in carrying out these tasks. 
9. Determine, with input from representatives from City Council and departments, what 

evaluation information should be aggregated and reported to policymakers. 
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SECTION III:  GRANT SEEKING AND APPLICATION 
 
Finding No. 5: Not all departments have a systematic and coordinated 

approach for grant seeking and development. 
 
Though grant seeking and development appears to be a priority for City departments, it 
is often relegated to a secondary activity performed during staff’s spare time.  
Departments should have a formal structure for grant seeking that includes clearly 
defined roles and responsibilities, communication channels, and protocols for internal 
analysis and approval.  This does not mean that departments must have dedicated 
grant seeking staff, rather, these broad procedures are intended to systematize grant 
seeking and application processes. 
 
We found that the level of formality and structure for grant seeking and development 
varied considerably among the departments we reviewed.  This is illustrated by the 
following examples:   
 

• In October 2006, CDD implemented a well-defined system, illustrated in Exhibit 
4, by establishing its Resource Development Unit (RDU).   

 
• Grant seeking and development in the Department of Recreation and Parks 

(RAP) lacks coordination and a formalized structure.  Interviews with staff 
revealed confusion about who within RAP is responsible for grant seeking.   

 
• LAPD has a formal grants unit; however, staff indicated that it is difficult to 

prioritize grant seeking because they are also responsible for grant 
administration.   

 
• The Department on Disability (Disability) contracted with a grant writer to assist 

with both grant seeking and development. 
 

Exhibit 4 
CDD’s Grant Seeking and Development Process 

 
 
While department staff stated that they generally conduct a basic review of a potential 
grant to determine eligibility and capacity to implement the program, we found no 
documented evidence that departments conduct a formal, comprehensive evaluation 
prior to submitting an application.  When an available grant is identified, departments 
should have a systematic approach for determining whether it should be pursued.  This 

RDU researches 
and identifies 
potential grants. 
 

RDU and team of 
program staff analyze 
grant and determine 
appropriateness. 

AGM 
approves 
request to 
apply. 

RDU drafts 
proposal and 
submits 
application. 
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will help assure City policymakers that, prior to submitting grant applications, 
departments are analyzing whether:  
 
• A grant-funded program/project addresses identified needs, priorities and goals,  
• Potential benefits of the program outweigh the commitment of City resources, and  
• Departments have the capacity to effectively implement the program.   

 
The City of Phoenix requires departments to complete a standardized evaluation 
checklist to determine whether a grant should be pursued.  The City should implement a 
similar system to ensure that appropriate analysis is performed prior to submitting grant 
applications.  At a minimum, the following factors should be considered: 

 
1. How will the grant help achieve [the department’s] strategic goals? 
2. Which functional area will have responsibility for implementing the grant-funded 

program?  Do they have the capacity to successfully carry out the project? 
3. What are the estimated City costs (in addition to the required match) to administer 

and implement the program/project?  
4. If City resources are required, can they be identified within the department’s budget?  

What impact will this project have on existing programs and commitments? 
5. Has this grant been received in prior years?  Based on formal evaluations of the 

program, has it been an effective and efficient use of resources? 
 
Once the designated staff evaluate the grant and determine that it should be pursued, a 
recommendation should be submitted for management’s formal approval.  While the 
management level authorized to provide that approval does not need to be consistent 
across departments, it should be commensurate with the level of accountability.   
 
After formal management approval that the grant will be pursued, department staff 
should enter relevant information in the citywide grants database.  With the submission 
of the grant application, department staff and/or the Centralized Oversight Unit should 
also attach or reference a copy of the proposal to the citywide database, for the City’s 
library of grant proposals.   
 
Under the proposed new grants structure, departments should have authority to directly 
submit applications to grantors.  Therefore, it is imperative that departments have a 
formal, systematic process for grant seeking and development, adhere to citywide 
standards and provide all relevant information to the Centralized Oversight Unit, through 
the citywide grants database.  While the specific structure and detailed procedures will 
vary by department size and function, the core elements noted in this report should be 
consistently applied.  A stronger centralized oversight unit can help assure this 
consistency. 
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Recommendations: 
 
10. The Mayor should instruct department General Managers to establish a formal 

structure for grant seeking and identification by clearly defining staff roles and 
responsibilities, including management approval. 

11. The Centralized Oversight Unit, in conjunction with departments, should develop a 
standardized tool or checklist to be used by departments to determine whether 
identified grants should be pursued. 

12. The Mayor should instruct department General Managers to ensure departmental 
staff enter or reference relevant information into the citywide grants database or 
forward a copy of the proposal to the Centralized Oversight Unit upon management 
approval to submit an application. 

 
Finding No. 6: The requirement for City Council approval prior to submitting 

grant applications is no longer effective or feasible. 
 
The Grants Ordinance requires departments to obtain Council approval to submit grant 
applications when matching funds are required and there is more than 60 days to meet 
the application deadline.  It appears that the intent of this requirement is to ensure that 
departments are applying for appropriate grants that are in line with their mission and 
priorities, and are not improperly committing City resources.  However, the current 
system fails to provide this assurance because grantors are moving toward electronic 
submission of applications, and deadlines typically allow only 30 days for submission.  
We noted that only 4 (11%) of the 37 grants reviewed actually required Council and 
Mayor approval.  Moreover, it appears that approval of the grant application is merely a 
formality.  Councilmembers interviewed could not recall an instance when a request to 
submit a grant application was denied.   
 
The competing priorities of assuring Council that departments are pursuing appropriate 
grants and meeting grant application deadlines can be addressed by improving citywide 
oversight, establishing defined procedures with appropriate internal controls, and 
streamlining Council’s approval process.  As described in Finding 4, departments need 
to strengthen internal processes to ensure that potential grants are thoroughly analyzed 
for financial and organizational capacity, are aligned with strategic goals, and approved 
by an appropriate level of management prior to submitting an application.   
 
With stronger oversight and departmental controls, Council would no longer need to 
approve grant applications.  There may be specific circumstances that warrant Council 
action prior to submitting an application, such as if the departmental resources required 
exceed an established threshold or if the department has not identified the needed 
matching funds in its budget.  In these cases, however, Council should act quickly to 
ensure that departments meet application deadlines.   
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Recommendation:  
13. The Mayor and City Council should seek revision to the Grants Ordinance to 

eliminate the general requirement that Council and Mayor approve grant 
applications, except in specific, defined instances, e.g., if the required departmental 
resources exceed an established threshold or if the department has not identified the 
needed matching funds in its budget.  
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SECTION IV:  GRANT ACCEPTANCE 
Accepting a grant award represents a binding commitment between the City and a 
grantor.  While department managers have authority to negotiate and execute contracts 
through their annual budget, the Grants Ordinance requires that they obtain separate 
authority for grant-related contracts, i.e. with the grantor or subcontractors.  
Consequently, upon notification of a grant award, departments must obtain full Council 
approval to accept or receive a grant award and authorization to negotiate and execute 
grant-related contracts.  Currently, departments can obtain acceptance approval during 
the application stage if certain exact elements are known at that time, such as the 
amount of the grant, time of performance, and scope of services.  If any of these 
elements vary from what Council initially authorized, departments must re-submit their 
request for approval upon notification of the grant award.   
 
The City’s current grant acceptance process offers significant potential for streamlining.  
In general, it involves the following:   

 Upon being notified of a grant award, departments submit a transmittal 
(department report) to the City Clerk summarizing the grant and requesting 
Council approval to accept the award and authorization to negotiate and execute 
any related contracts.  

 The City Clerk refers the item to the appropriate Council Committee and possibly 
two additional committees for review and recommendation.   

 A Councilmember may also request that that the CAO submit a fiscal impact 
report, separate from the department’s report.  

 The Committee(s) review the grant information, recommend action and refer it 
full City Council for approval.   

 The Mayor’s approval is the final step required to accept a grant. 
 
Finding No 7:  The City’s process to formally accept grants is unnecessarily slow. 
 
For the grants reviewed, we found it took an average of 154 days to accept grant 
awards.  Departments took an average of 69 days from the date of grant notification to 
submit their report to the City Clerk requesting acceptance of award.  The City Council 
and Mayor then took an average of 85 days to approve departments’ requests.  The 
City should strive to improve processes and adopt more efficient practices.   
 
The grants acceptance process should be streamlined because grant periods generally 
allow only one year from the award date to the spend funds.  Five months (154 days) to 
simply accept the award significantly cuts into the program implementation period.  
While we did not find instances of departments losing grant funds because they could 
not spend them within the grant period, we did find that departments began working on 
grant-related projects prior to obtaining Council’s approval, or having a signed contract. 
Departments historically have not had problems obtaining extensions from grantors to 
spend the funds, however, it is not an appropriate business practice to operate under 
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the assumption that extensions will always be allowed.  The City should improve its 
process to ensure that departments can implement the program and spend the funds 
within the specified timeframe, without putting the City at risk of performing grant-related 
tasks without a signed contract. 
 
The City’s process for 
accepting grants can be 
streamlined through a few key 
initiatives, as illustrated in 
Exhibit 5.   
 
First, the Centralized Oversight 
Unit and the departments 
should develop a reasonable 
timeframe in which 
departments must submit their 
reports after being notified of 
the grant award.  Special 
consideration should be given 
to departments with 
Commissions, as they may 
need additional time for 
Commissioners to approve the 
award acceptances.  The 
Centralized Oversight Unit 
should help facilitate this 
process by developing 
instructions and a standardized 
template for department 
reports.  Departments and the 
Centralized Oversight Unit 
should use the grants database 
to track adherence with the 
time limit. 
 
Second, departments’ reports 
should be reviewed by the 
Centralized Oversight Unit prior 
to being submitted to the City 
Clerk.  The Centralized 
Oversight Unit should 
determine whether the CAO 
should conduct a fiscal impact 
analysis and review the 
financial instructions for 
accuracy.  This will help reduce 

Exhibit 5 
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the overall timeframe by eliminating the “back and forth” between the Council 
Committee(s) and CAO.  A complete package, including the department report and 
independent fiscal impact analysis, if required, should be submitted to the City Clerk at 
one time for Council review. 
 
The third streamlining potential lies with Council’s process to approve acceptance of 
grant awards.  We found that 22% (8) of the grants we reviewed were considered by 
two or more Committees before being approved by full Council and Mayor.  The number 
of separate Council bodies that review grants should be reduced to a single committee, 
or go straight to the full Council.  We propose the following options for Council’s 
consideration: 
 

• Establish a grants committee responsible for reviewing grants and recommending 
approval/disapproval to full Council. 

 
• Require that grants be reviewed only by the Budget and Finance Committee OR 

the Committee with programmatic oversight of the proposed grant-funded 
program, before going to full Council for approval. 

 
• Eliminate individual Committee approval and have the full Council review and 

approve the grant award. 
 
In addition, Councilmembers should establish time limits in which grant awards must be 
reviewed and approved.  If Council does not act within the prescribed timeframe, 
departments should automatically be authorized to accept the grant and negotiate and 
execute related contracts. 
 
Recurring grants 
More than 50% of the grants in our sample had been awarded to departments year after 
year to fund an ongoing program.  For example, the Mayor’s Office has received an 
annual grant from the U.S. Department of Commerce for 14 years for the City’s Minority 
Business Opportunities Center.  For the last three years, annual grant funding for the 
Center has remained stable at $300,000, however the Mayor’s Office was required to 
obtain Council approval to accept the grant every year.   
 
In these cases, though not technically formula grants, departments can anticipate with 
relative certainty that funds will be awarded annually.  Nevertheless, departments follow 
the same process for approval as for new grants with uncertain funding or scope of 
services.  We recommend that consideration be given to handling these recurring grants 
differently.   
 
One possibility may be to allow departments to submit for Council approval one 
complete package of all recurring grants anticipated to be received during the fiscal 
year.  This could be done as part of the budget process or at the beginning of the year.  
This will eliminate the need for departments to submit separate transmittals for each 
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grant and go before committee(s) multiple times.  San Francisco and Salt Lake County 
approve recurring grants as part of the budget process.  
 
This proposal will require modifying the Grants Ordinance.  Currently, the Ordinance is 
written so restrictively that departments would need to obtain Council authorization 
again if there is any minor change to the actual grant amount, scope or time period.  We 
acknowledge that in some instances it may be necessary for departments to re-submit 
their request to accept funds and execute contracts.  However, these instances should 
be limited to situations where the actual terms of the grant vary considerably from what 
Council initially authorized, particularly if the change results in a decrease in program 
services or an impact on the general fund.   
 
Recommendations:  
 
14. The Mayor and City Council should seek revisions to the Grants Ordinance to 

establish timeframes in which departments must submit their request to accept grant 
awards. 

15. The Mayor should instruct department General Managers to submit department 
reports to the Centralized Oversight Unit, not the City Clerk. 

16. The Centralized Oversight Unit should make the determination whether a CAO fiscal 
impact analysis is necessary and directly forward the report to the CAO analyst. 

17. The Centralized Oversight Unit should submit the reports from the department and 
the CAO analyst as one package to the City Clerk. 

18. The Mayor should instruct department General Managers and the Centralized 
Oversight Unit to use the grants database to track the status of the grant acceptance 
requests and ensure timeframes are met. 

19. City Council should consider adopting one of the three options for approving a grant 
award: 

a. Establish a grants committee responsible for reviewing grant awards and 
recommending approval/disapproval to full Council. 

b. Require that grants only be reviewed by the Budget and Finance 
Committee or the Committee with programmatic oversight of the proposed 
grant-funded program before going to full Council for approval. 

c. Eliminate need for Committee approval and require only full Council 
review and approval. 

20. City Council should establish and adhere to a standard timeframe in which grant 
awards must be reviewed and approved. 

21. City Council should consider approving departments’ recurring grants at one time, 
either during the budget process or at the beginning of the fiscal year.  [This will 
require modifying the Grants Ordinance to allow departments to negotiate and 
execute grant-related contracts after Council’s approval and authorization, as long 
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as any changes to the scope, grant amount and period of work are within an 
established threshold.]   

 
Finding No 8: Department reports to City Council did not adequately identify 

City costs associated with implementing grant-funded programs. 
 
Our audit found six instances where departments did not accurately identify City costs in 
their reports requesting Council approval to accept grants.  In most instances, the 
department’s mistake was detected and identified by the CAO in a fiscal impact report.  
For example, CDD reported that the City’s expenses relative to one grant would be 
$690,000; however, the CAO’s analysis projected City costs would actually total $1.45 
million – an understatement of $760,000.   
 
In another instance, Disability neglected to mention in its report to Council that the full 
program budget included $45,196 in CDBG and General funded salaries and operating 
expenses, which would be incurred to implement a $99,164 grant program for HIV 
testing.  While related salary expenses had been approved through the Department’s 
budget, the Council should be informed of all costs when determining whether the City 
should take on a specific program.  In this instance, Council did not request a CAO 
fiscal impact report.    
 
All department reports should include a fiscal impact statement that considers total 
program or project costs, including any anticipated long-term commitments on City 
resources.  This is information that department staff should identify and consider when 
determining whether to pursue a grant, and during the project planning stage.  
Departments should not rely on the CAO to identify total costs and fiscal impact.  
Departmental management and Commissions approve acceptance of the grant before 
the CAO performs a fiscal impact analysis, therefore, their decisions may be based on 
inaccurate cost information.  
 
To address this issue, we believe that developing a standard template for department 
reports and specific guidelines defining the necessary information to include in these 
reports is essential.  The report template should closely mirror the evaluation checklist 
proposed in Finding 5, which will streamline departments’ processes for preparing their 
reports to Council.  In addition, standardized reports will facilitate reviews conducted by 
the Centralized Oversight Unit, CAO budget analysts, and Council, helping reduce the 
overall acceptance timeframe.   

 
Recommendation:  
   
22. The Centralized Oversight Unit (with input from representatives from City Council 

and departments) should develop a standard template and specific guidelines for 
department reports requesting Council approval of grant awards. The template 
should closely mirror the evaluation checklist used by departments in determining 
whether to apply for a grant, as identified in Finding 5. 
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Finding No 9: CAO fiscal impact reports did not consistently enhance 

information submitted by departments.   
 
Councilmembers requested a CAO fiscal impact report for 59% of the grants we 
reviewed. The reports prepared by the CAO analysts generally provided a summary of 
the grant, a fiscal impact statement, and recommendations to Council.  Some CAO 
reports identified significant costs that were omitted in departments’ reports; however, 
when there was no fiscal impact it appeared that CAO staff rewrote departments’ 
reports, sometimes adding just a little more background.   
 
As recommended in Finding 8, departments should be responsible for identifying the 
fiscal impact, i.e., total City costs of a proposed grant program.  The CAO analysts 
should be responsible for reviewing and verifying the department’s analysis, not 
completely conducting the analysis from scratch.  CAO analysts should prepare a 
separate, detailed report only if the department omitted important fiscal information.  In 
these cases, the CAO report should only detail fiscal impacts, not duplicate summary 
information already presented in the department’s report.  If the department’s fiscal 
analysis is verified, the CAO should prepare only a simple statement of agreement. 
 
In addition, as recommended in Finding 7, the Centralized Oversight Unit should be 
responsible for reviewing departments’ reports to Council to determine whether all 
projected costs are reasonable and whether verification from a CAO budget analyst is 
warranted.  The Centralized Oversight Unit should submit the complete package to the 
City Clerk for Council consideration. 
 
Recommendation: 
 
23. The CAO should only submit separate, detailed reports when there is a fiscal impact 

or if critical budget information is omitted in departments’ reports.  If the information 
provided by departments is complete, then only a statement recommending approval 
should be attached to the department report. 
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SECTION V:  GRANT ADMINISTRATION 
 
Grant administration refers to timely development and implementation of programs as 
required by the grantor, as well as fiscal and programmatic reporting.   
 
Departments must comply with grantors’ fiscal reporting requirements to ensure they 
are staying in line with the budget.  Departments must maintain, track and report 
detailed financial information, related to both the program and administrative costs of 
the grant.  In addition to accurately tracking and reporting costs, departments must 
submit reimbursement requests timely, to capture available grant revenue.  
 
Departments must also assess the progress of program implementation and 
achievement of goals and periodically report this information to grantors.  In addition to 
being a condition of most grants, these reports serve as a valuable tool for departments 
to use to internally evaluate the success and sustainability of programs.   
 
Depending on the structure and size of the department, the level of coordination of 
these administrative components may vary.  Since fiscal and programmatic tasks are 
often segregated, it is important that staff responsible for each component communicate 
regularly to ensure that all aspects of the grant are appropriately administered.   
 
Our audit found that all of the departments reviewed can improve some aspect of their 
administrative processes.  Adequate grant administration is necessary to provide 
assurance that limited grant dollars are utilized as efficiently and effectively as possible.   
 
In order to assess grant administrative activities, the audit team reviewed the following:   
 

• Processes for monitoring project revenues and expenditures; 
• Adequacy of coordination between fiscal and program monitors; 
• Compliance with grant reporting requirements; and 
• Timely submission of reimbursement requests. 
 

Finding No. 10: Departments do not accurately track all expenses related to grant-
funded projects.  

 
Grants primarily reimburse direct costs associated with implementing an approved 
program.  Some grants cover a portion of indirect or administrative costs, but most do 
not.  Departments generally track actual reimbursable costs as incurred for each grant 
program.  However, one Department reported labor costs based on budgeted amounts 
rather than actual salary costs.  We also noted that their sub-contractor was paid the 
same monthly amount budgeted, regardless of actual work performed.  Reimbursable 
expenses must be tracked and accurately reported as incurred.  A grantor may disallow 
reported expenses that are not supported by actual costs.   
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Departments generally do not account for expenses relative to grant programs when 
they are not reimbursable. As a result, it is impossible to know the total actual costs of 
implementing the program, or whether they were in line with the budget, making it very 
difficult to properly estimate costs for subsequent grant periods.  Further, departments 
generally do not know the true costs to administer grants.  
 
By tracking the full, actual costs of grant implementation, departments would be able to 
conduct a meaningful cost-benefit analysis at the end of the grant term.  For example, a 
department might find that the administrative costs incurred, necessary due to reporting 
requirements or other programmatic challenges, outweigh the benefits received through 
the actual outcomes of the services provided.  Departments can then make an informed 
decision about whether to continue the program.  The ability of a department to identify 
and aggregate all expenses, including administrative costs, is also necessary to provide 
accurate reports to policymakers regarding the full cost of grant programs.     
   
Recommendation:  
 
24. The Mayor should instruct department General Managers to adopt a system to 

accurately track all grant-related expenses, including labor costs incurred by City 
personnel, to implement and administer grant programs.   

 
Finding No. 11: Departments’ fiscal administration of grants is inadequate.  
 
Departments cited various reasons for the problems with grant fiscal management.  
Some departments indicated that they have difficulty meeting financial reporting 
deadlines because of high staff turnover and/or a lack of resources.   
 
Department of Recreation and Parks  

 
 Did not submit a reimbursement request for $389,000 to the Land and 

Conservation Fund until two years after the project was completed. 
 

 Incurred costs of $448,000 for the FY 2005-2006 CLASS grant without an 
executed contract.  One lump sum reimbursement request was made at 
the end of the program year when the contract was executed. 

 
 Did not spend a $52,500 advance for the Prop 40 per capita grant.  

 
Mayor’s Office  
 

 As of August 2007, had not yet submitted any invoices for LAPD’s 2006 
Minor Decoy program, though the program began a year earlier.  This 
could be attributed to the fact the Mayor’s Office and LAPD shared the 
responsibility for administering this grant.  For future years, LAPD will 
assume administrative responsibility for public safety grants.   
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 Overpaid the County of Los Angeles by $179,013 for the FY04-05 CLEAR 
program (the funds were subsequently credited toward the following year’s 
program.) 

 
Community Development Department  

 
 Has not yet requested reimbursement for $116,000 from the County of 

Los Angeles for services provided for a FY06-07 Los Angeles Bridges 
Program because the MOU has not been signed. 

 
 Retained $60,000 in unspent grant funds for the IDA/LA program for 

approximately 10 months. 
 
City Attorney’s Office  
 

 Submitted four months of reimbursement requests, totaling $87,500 for 
the Dispute Resolution Program, only after the grantor’s inquiry.  

 
The impact of these issues varied.  For example, staff at the Department of Recreation 
and Parks explained that since they did not utilize the Prop 40 per capita advance, they 
are no longer eligible to receive advances from the State.  
 
A department’s failure to submit timely reimbursement requests has an impact on the 
City’s finances because departments must provide the cash flow to fund a new or 
ongoing program.  Sometimes departments can obtain a Reserve Fund loan; however, 
this appears to depend on the fiscal health of the Reserve Fund and the City’s overall 
budget.  Some departments may have access to special revenue funds to front-fund 
their programs, while others may use funds that have been allocated to other programs 
in their annual budget.  Regardless, funds may be “borrowed” for longer than 
necessary, and there is a risk of jeopardizing the availability of funding for operations.  
 
To improve the fiscal management of grants, departments need to ensure they have 
adequate financial processes in place.  The process does not need to be complex, but 
should help staff track expenditures as incurred and remind them of reimbursement 
request deadlines.  A citywide grants database and tracking system could help staff 
manage these activities.  In addition, written procedures would assist in the transition of 
new grant administration staff.   
 
Recommendations:   
 
The Mayor should instruct department General Managers to: 
25. Submit reimbursements requests on a timely basis.   
26. Implement financial management processes to assist them with the fiscal 

administration of grants.  
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Finding No. 12: Departments have not developed formal guidelines for grant 
administration. 

 
Most departments have not developed formal guidelines for grant administration.  Many 
indicated that they utilize only the grantor’s guidelines.  While departments must comply 
with each grantor’s specific requirements, departments should have clearly defined 
internal processes.  Without formal, written policies and procedures, there is a risk that 
staff may overlook issues, including citywide reporting requirements.  In addition, if staff 
with institutional knowledge leave a department, new staff may not know what tasks are 
required or how to perform them.  Formal guidelines are important because they provide 
standardized practices, which ensures consistency citywide.    
 
The Centralized Oversight Unit can assist departments by developing standard grant 
administration policies and procedures, and appropriately tailoring them to individual 
departments.  While the specific processes will vary depending on the department’s 
resources and structure, there should be standard practices which include the following:  

 
• Tracking project revenues and expenditures (budget vs. actual), 
• Monitoring sub-contractors, 
• Reviewing and approving reimbursement requests, 
• Monitoring the timeline for the implementation of programs and projects, and  
• Assessing program outcomes and goals.    

 
Formal guidance will also enhance the City’s ability to streamline the grants 
administration process, as departments can demonstrate that they have strong internal 
controls.  Effective internal controls provide assurance that departments are adhering to 
established procedures that ensure grant resources are optimized and used 
appropriately to meet the objectives of the grant-funded programs. 
 
Recommendations:   
27. The Centralized Oversight Unit should develop standard grant administration 

policies and procedures. 
28. The Mayor should instruct department General Managers to work with the 

Centralized Oversight Unit to develop and implement department specific grant 
administration guidelines.   
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APPENDIX A 
 

OFFICE OF THE CONTROLLER 
 

PERFORMANCE AUDIT OF THE CITY’S GRANT SEEKING & ADMINISTRATION PROCESSES 
 

Ranking of Recommendations 
 

Section 
Number Summary Description of Findings 

Ranking 
Code Recommendations 

1. Centralized oversight and 
coordination of the City’s 
grants is lacking.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

N 1. The Mayor should seek appropriate 
funding to establish a centralized grants 
unit.  Responsibilities of the unit should 
include: 

a. Development and maintenance of 
formal citywide guidance and 
templates for grant activities. 

b. Development and maintenance of a 
resource library for departments, 
including sample grant proposals and 
policies and procedures. 

c. Development and maintenance of a 
citywide grants database. 

d. Requiring and monitoring, at a high 
level, grant performance and 
adherence to overall grant strategies 
and priorities. 

e. Regular reporting on the City’s grant 
activities to City Officials. 

f. Development of a master list of grant 
writers that departments can utilize. 

 

I. 
 
 
 
 
 

2. The City has no 
comprehensive database of 
grants. 

N 2. The Centralized Oversight Unit and 
departments should: 

 
a. Work with the Information 

Technology Agency (ITA) to 
develop a comprehensive 
database and tracking system to 
facilitate monitoring and reporting 
on the City’s grant activities 
accurately and timely. 

 
b. Work with the Controller’s Office to 

investigate the availability of a 
Grants Module in the new 
Financial Management System 
(FMS) and, if practicable, create a 
system that will integrate with the 
implementation of FMS. 
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Section 
Number Summary Description of Findings 

Ranking 
Code Recommendations 

3. The reporting requirements 
in the Grants Ordinance are 
cumbersome and fail to keep 
City Officials apprised of 
grant activities. 

N 
 
 
 
 

N 

3. The Mayor and City Council should 
consider seeking revisions to the Grants 
Ordinance to assign responsibility for 
grant reporting to the Centralized 
Oversight Unit, rather than individual 
departments.   

4. The Centralized Oversight Unit should 
work with City Officials to determine the 
type of information to be reported, and 
the frequency of those reports. 

 
II. 
 
 
 
 
 
 
 
 
 
 
 
 

4. Departments do not 
appropriately plan, budget, or 
evaluate their grant-funded 
projects and programs. 

 
 

N 
 
 

N 
 

N 
 
 
 

N 
 

N 
 

The Mayor should instruct department 
General Managers to: 

5. Ensure that grant seeking is formally 
driven by identified needs and strategic 
plans. 

6. Develop detailed plans and budgets for 
all grant-funded projects and programs. 

7. Formally evaluate, beyond the 
requirements of the grantor, the impact 
of grant-funded programs. 

The Centralized Oversight Unit should: 

8. Provide ongoing support to departments 
in carrying out these tasks. 

9. Determine, with input from 
representatives from City Council and 
departments, what evaluation 
information should be aggregated and 
reported to policymakers. 

 



   

 28

Section 
Number Summary Description of Findings 

Ranking 
Code Recommendations 

III. 5. Not all departments have a 
systematic and coordinated 
approach for grant seeking 
and development. 

N 
 
 
 
 

N 
 
 
 
 
 

N 
 
 

 

10. The Mayor should instruct department 
General Managers to establish a formal 
structure for grant seeking and 
identification by clearly defining staff 
roles and responsibilities, including 
management approval. 

11. The Centralized Oversight Unit, in 
conjunction with departments, should 
develop a standardized tool or checklist 
to be used by departments to determine 
whether identified grants should be 
pursued. 

12. The Mayor should instruct department 
General Managers to ensure 
departmental staff enter or reference 
relevant information into the citywide 
grants database or forward a copy of the 
proposal to the Centralized Oversight 
Unit upon management approval to 
submit an application.                                 

 
 6. The requirement for City 

Council approval prior to 
submitting grant applications 
is no longer effective or 
feasible. 

N 13. The Mayor and City Council should seek 
revisions to the Grants Ordinance to 
eliminate the general requirement that 
Council and Mayor approve grant 
applications, except in specific, defined 
instances, e.g., if the required 
departmental resources exceed an 
established threshold or if the 
department has not identified the needed 
matching funds in its budget. 

 



   

 29

Section 
Number Summary Description of Findings 

Ranking 
Code Recommendations 

IV. 7. The City’s process to formally 
accept grants is 
unnecessarily slow. 

N 
 
 
 
 

N 
 
 
 

N 
 
 
 
 

N 
 
 
 

N 
 
 
 
 
 

N 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

N 
 
 
 

D 
 
 
 

14. The Mayor and City Council should seek 
revisions to the Grants Ordinance to 
establish timeframes in which 
departments must submit their request to 
accept grant awards. 

15. The Mayor should instruct department 
General Managers to submit their 
department reports to the Centralized 
Oversight Unit, not the City Clerk. 

16. The Centralized Oversight Unit should 
make the determination whether a CAO 
fiscal impact analysis is necessary and 
directly forward the report to the CAO 
analyst. 

17. The Centralized Oversight Unit should 
submit the reports from the department 
and the CAO analyst as one package to 
the City Clerk. 

18. The Mayor should instruct department 
General Managers and the Centralized 
Oversight Unit to use the grants 
database to track the status of the grant 
acceptance requests and ensure 
timeframes are met. 

19. City Council should consider adopting 
one of the three options for approving a 
grant award: 
a. Establish a grants committee 

responsible for reviewing grant 
awards and recommending 
approval/disapproval to full Council. 

b. Require that grants only be 
reviewed by the Budget and 
Finance Committee or the 
Committee with programmatic 
oversight of the proposed grant-
funded program before going to full 
Council for approval. 

c. Eliminate need for Committee 
approval and require only full 
Council review and approval. 

20. City Council should establish and adhere 
to a standard timeframe in which grant 
awards must be reviewed and approved. 

21. City Council should consider approving 
departments’ recurring grants at one 
time, either during the budget process or 
at the beginning of the fiscal year.   
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Section 
Number Summary Description of Findings 

Ranking 
Code Recommendations 

8. Department reports to City 
Council did not adequately 
identify City costs associated 
with implementing grant-
funded programs. 

 
 
 
 

N 22. The Centralized Oversight Unit (with 
input from representatives from City 
Council and departments) should 
develop a standard template and specific 
guidelines for department reports 
requesting Council approval of grant 
awards. The template should closely 
mirror the evaluation checklist used by 
departments in determining whether to 
apply for a grant, as identified in Finding 
5. 

 

V. 

9. CAO fiscal impact reports did 
not consistently enhance 
information submitted by 
departments.   

N 23. The CAO should only submit separate, 
detailed reports when there is a fiscal 
impact or if critical budget information is 
omitted in departments’ reports.  If the 
information provided by departments is 
complete, then only a statement 
recommending approval should be 
attached to the department report. 

 
10. Departments do not 

accurately track all expenses 
related to grant-funded 
projects. 

N 24. The Mayor should instruct department 
General Managers to adopt a system to 
accurately track all grant-related 
expenses, including labor costs incurred 
by City personnel, to implement and 
administer grant programs. 

 
11. Departments’ fiscal 

administration of grants is 
inadequate. 

 
 
 

U 
 

N 
 

The Mayor should instruct department 
General Managers to: 
 

25. Submit reimbursement requests on time.  

26. Implement financial management 
processes to assist them with the fiscal 
administration of grants.  

 

VI. 

12. Departments have not 
developed formal 
guidelines for grant 
administration. 

 

N 
 
 
 
 

N 
 
 

27. The Centralized Oversight Unit and 
departments should develop and 
implement grant administration 
guidelines.   

28. The Mayor should instruct department 
General Managers to work with the 
Centralized Oversight Unit to develop 
and implement department specific grant 
administration guidelines.   
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Description of Recommendation Ranking Codes   
 
U - Urgent - The recommendation pertains to a serious or materially significant audit 
finding or control weakness.  Due to the seriousness or significance of the matter, 
immediate management attention and appropriate corrective action is warranted. 
 
N - Necessary - The recommendation pertains to a moderately significant or potentially 
serious audit finding or control weakness.  Reasonably prompt corrective action should 
be taken by management to address the matter.   Recommendation should be 
implemented no later than six months. 
 
D - Desirable - The recommendation pertains to an audit finding or control weakness of 
relatively minor significance or concern.  The timing of any corrective action is left to 
management's discretion. 
 
N/A - Not Applicable 
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APPENDIX B 

Glossary of Acronyms 

 

AGM  ASSISTANT GENERAL MANAGER 
 

CAO  CITY ADMINISTRATIVE OFFICER 
 

CDD  COMMUNITY DEVELOPMENT DEPARTMENT 
 

CLA  CHIEF LEGISLATIVE ANALYST 
 

FMS  FINANCIAL MANAGEMENT SYSTEM 
 

ITA  INFORMATION TECHNOLOGY AGENCY 
 

LAPD  LOS ANGELES POLICE DEPARTMENT 
 

OMB  OFFICE OF MANAGEMENT AND BUDGET 
 

RAP DEPARTMENT OF RECREATION AND PARKS 
 

RDU  RESOURCE DEVELOPMENT UNIT 
 

 


