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I.   EXECUTIVE SUMMARY 

NorthStar Consulting Group was retained by the City of Los Angeles Office of the 
Controller to perform an audit of the City’s Planning and Management of its Capital 
Improvement Program.  The overall objective of the performance audit was to evaluate the 
City processes used to identify, prioritize and plan for capital improvement projects, 
including an assessment of processes used to identify funding requirements and funding 
sources, in order to determine opportunities to improve efficiency and effectiveness.    

The performance audit of the City’s planning and management of its capital improvement 
program was performed in accordance with generally accepted government auditing 
standards (GAGAS).     

A.   Background 

A capital improvement program is a forward-looking plan that identifies capital projects 
such as new facilities, major equipment purchases, and major maintenance or expansion 
efforts.1  The capital improvement program provides a planning schedule and linkage 
between various functional elements within the organization that will be called upon for a 
coordinated effort.   

Capital improvement program planning is essential to the future financial health of the 
City of Los Angeles and continued delivery of services to citizens and businesses.  It is also 
an important component of a community’s economic development program and strategic 
plan.  It is extremely difficult for governments to address current and long-term needs 
without a sound multi-year capital plan that clearly identifies capital and major equipment 
replacement, maintenance requirements, funding options, and operating budget impacts.2  A 
multi-year capital plan identifies and prioritizes expected needs based on a community’s 
strategic plan, establishes project scope and cost, details estimated amounts of funding from 
various sources, and projects future operating and maintenance costs.   

The City Administrative Officer (CAO) is responsible for compiling project data 
submitted by Council-Controlled Departments and producing a five-year Capital 
Improvement Program (CIP) Report.3  The Los Angeles Capital Improvement Program (LA 
CIP) Report is a listing of capital projects for the next five years.  The LA CIP includes 
projects to be approved and funded through the City’s budget process (on-budget) and those 
projects that will be funded outside the budget process (off-budget).  On-budget projects are 
included in the Capital Improvement Expenditure Program (CIEP), which is part of the 

                                                 
1  The City of Los Angeles treats “equipment” purchases as an operating expense.  Equipment purchases are not 
included in the capital improvement program.   
2  Government Finance Officer’s Association (GFOA) Multi-Year Capital Planning – Recommended Practice, 
2-24-06.   
3 For the purposes of this report, we will refer to the document “City of Los Angeles Capital Improvement 
Program” as the LA CIP or CIP Report, and use the term “capital improvement program” or CIP to refer to the 
concept of capital program planning. 
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Mayor’s proposed annual budget for non-proprietary departments.  Both the LA CIP Report 
and the annual CIEP are separated into physical plant and municipal facilities categories.  
The physical plant category generally includes street-related projects.  The municipal 
facilities category includes the construction or improvement of City-owned structures and 
facilities such as parks, libraries, fire and police stations, yards and shops.   

The Mayor and Council provide the final approval for the funding of all capital projects; 
however, the project funding and approval processes vary, depending on the funding source.  
The Office of the CAO is usually involved in the City’s capital project funding and approval 
processes for both on- and off-budget projects.   

Wastewater system capital improvement program projects are not included in the CIP 
Report, and were not reviewed as part of this audit.  Wastewater projects are reported 
separately in an annual report published by the Bureau of Sanitation, and on-budget 
wastewater facility projects are included in the annual CIEP.   

B.   Summary of Audit Results 

The overall health and economic prosperity of a city can be readily seen in its buildings, 
equipment, services, and technology.  The development of effective plans and strategies for 
continued capital investment is fundamental to effective management and is therefore critical 
to the City.  Nearly every aspect of a city’s capital assets require ongoing operation, 
maintenance and renewed capital investment just to compensate for natural aging and 
deterioration.  Careful planning is essential to public services and becomes even more 
difficult as financial resources diminish.   

NorthStar’s general conclusion is that the City of Los Angeles does not have a citywide 
capital improvement program and capital budgeting process to adequately identify capital 
and major equipment needs, plan for solutions and necessary improvements, fund and 
approve its capital projects.  The lack of a multi-year plan that forecasts spending for all 
anticipated capital projects makes it difficult for the City to identify and quantify its financial 
requirements, ensure that the proper financial and funding plans are in place, and develop 
meaningful strategies to meet future capital needs.  The current compartmentalization of the 
many separate program funding and approval processes hinders the uniform application of 
project prioritization criteria and the determination of the most effective use of limited 
available funds. 

NorthStar’s specific findings regarding the City’s capital project planning, funding and 
project approval are summarized below. 

Capital Improvement Program Planning 

The City does not have a comprehensive citywide capital improvement program.  The 
Capital Improvement Program referred to as the “CIP” Report is only a listing of capital 
projects intended to be funded over the next five years, and does not reflect the results of an 
integrated planning effort.  Without a multi-year plan that forecasts spending for all 
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anticipated capital projects, it is extremely difficult for an entity to ensure that financial and 
funding plans are in place to meet expected future capital needs.   

While a limited number of long-term capital planning efforts, often referred to as “Master 
Plans”, have been performed in support of specific proposals seeking voter support for a 
Proposition or GO Bond, only a few City departments perform some long-term capital 
project planning on a regular basis.   

A number of ongoing capital programs such as building hazard mitigation, roof repair, 
elevator modernization, infrastructure improvements, bridge and tunnel maintenance, etc. are 
straight-line projections of previous budget levels, are not project specific and are not the 
product of capital project planning.  

The City’s policy for treating information technology (IT) equipment costs as operating 
expenses effectively precludes it from including IT in its capital improvement program 
planning.  Information technology infrastructure needs are not managed on a citywide basis 
and the coordination of IT issues among the ITA, City departments, and various 
organizational elements of the CAO Office is weak.  As a result, the City is not effectively 
planning for or funding its IT needs and the City’s infrastructure has not kept pace with 
rapidly evolving technologies. 

Althought the CAO and GSD state that office space planning is performed, the City’s CIP 
does not identify office space as an ongoing capital program.  As a result, the City is not 
effectively planning for its office space requirements.   

The CIP Report is not a control document; it is simply a collection of projects that are 
projected over a five-year period.  Project information for the CAO’s CIP Report does not 
include project justification or indicate any form of project prioritization.  The CIP Report 
does not list projects based upon priority.  The CAO does not formally evaluate the 
effectiveness of each Department’s capital improvement planning effort or assess the 
inclusion of the projects in the CIP Report.   

Production timing and publication of the CIP Report reduces its effectiveness.  The CIP 
Report for 2007-08 through 2011-12 is dated May 28, 2008, indicating it was published at 
nearly the end of the first planning year. 

Capital Project Funding and Approval  

There is not a citywide process to prepare and present an integrated capital project 
approval and funding program to the Mayor and Council.  Rather, the City has a number 
of independent processes to prepare and present capital approval and funding requests which 
are generally related to the principal project funding source.  There are also routine 
authorizations of interim funding through Council motions and the approval of 
recommendations in the Financial Status and Construction Progress reports.  The lack of 
coordination and oversight of the municipal facilities and physical plant capital project 
approval processes does not ensure the best use of funds, and presents inefficiencies.   
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The identification of funding is largely done at a program or project level, rather than 
from a citywide perspective.  Departments are generally responsible for the initial 
identification of funding sources for projects; the CAO analyzes the Departments’ proposals 
and provides recommendations to Council.  While the CAO’s project review helps to 
optimize the use of funding sources, the silo-effect of independent funding identification 
does not ensure the best use of funds. 

General project prioritization categories are detailed in the Blue Book; however, these 
priorities are not utilized uniformly by the departments, the CAO, and the City.  The 
City cannot ensure that limited capital funds are directed to the most important areas of need 
without a consistent prioritization scheme that addresses the various merits of each capital 
project. 

Limits on communication between the CAO and departments regarding priority 
assignment and/or changes in project priorities and project selection impede effective 
decision-making in the CIEP process.  Open cooperation and communication between the 
CAO and departments should be encouraged in order to provide the best submittal to the 
Mayor’s Office, not discouraged once the CAO receives project information from the 
departments. 

There is little relationship between the first year of the City’s five year CIP Report and 
its CIEP.  This is in contrast to one of the best practices identified in NorthStar’s survey, 
which requires that an entity’s annual capital budget be directly related to the first year of its 
capital improvement plan.  An entity’s capital improvement program is generally used to 
develop its annual capital budget.   

It appears that the City is not committed to a multi-year capital improvement program plan 
largely based upon the belief that because the current City Charter calls for an annual capital 
expenditure budget, funding cannot be approved for more than one year.  Departments must 
request project funding each year for multi-year projects and are encouraged to give priority 
to on-going projects.  The requirement to effectively re-justify on-going projects leads to 
potential project abandonment and wasted investment.  Planning and prioritizing projects 
based upon relative need can be done separately from budgeting.  This complies with City 
Charter and supports the objective to identify the most important uses for the City’s financial 
resources. 

The CAO does not determine whether a significant amount of funding decisions occur 
outside the annual budget process.  The frequency and dollar amount of interim funding is 
unknown.  While information regarding interim funding amounts is available on a project-
by-project basis, the CAO does not report interim funding amounts. 

The Reappropriations Report provides the Controller’s Office with the estimates of reversion 
amounts so that it has the necessary information to reappropriate the remaining uncommitted 
balances into the next fiscal year.  The actual reappropriation amounts are in FMIS but not 
reported.   
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C.    Summary of Best Practices 

NorthStar surveyed ten municipalities to identify best practices that are used for capital 
improvement program planning and project approval for consideration by the City of Los 
Angeles.  NorthStar’s assessment of the City’s adherence to the best practices identified in 
the survey is summarized in Exhibit I-1. 

Exhibit I-1 
Los Angeles’ Adherence to Best Practices Identified in NorthStar’s Survey 

Best Practice Assessment Comments 
1. The capital improvement 

program documentation 
provides a comprehensive 
description of the planning 
process in addition to a list of 
planned capital projects. 

Partial 

The City does not have a citywide capital 
improvement program. 
The CIP Report provides a brief description of 
planning processes and a discussion of sources of 
funds.  The CIP report does not discuss prioritization. 

2. The capital improvement 
program development process 
is periodically re-assessed. Partial 

While the CAO does not routinely reassess the 
development of its capital improvement program , the 
CAO has recently examined the process and is 
developing capital improvement procedures. 

3. The capital improvement 
program contains 
comprehensive, well-defined 
project scopes, justification, 
and program/project cost 
estimates. 

No 

The CIP Report is not a control document.   Project 
information is incomplete and cannot be used to draw 
conclusions about future capital needs.  

4. The capital improvement 
program displays both funded 
and unfunded projects. 

Yes 
The CIP Report includes both approved and 
conceptual projects. 

5. An integrated system or 
database is used for capital 
improvement program 
development. 

No 

While project information for the CIP Report is 
submitted electronically by each department, the data 
is manually entered and the CIP database is not 
integrated with the City’s FMIS financial 
management system.  

6. The capital improvement 
program is directly related to 
the capital budget. 

No 
The CIP Report and the CIEP are developed 
independently.  The CIEP amounts cannot be 
reconciled to the CIP Report amounts. 

7. The capital improvement 
program is based on approved 
planning products. Partial 

While a limited number of long-term capital planning 
efforts have been performed in support of specific 
proposals seeking voter support for a Proposition, 
only a few departments perform long-term capital 
project planning on a regular basis.   

8. The City has an accepted and 
approved prioritization system 
for the capital improvement 
program. 

No 

The CIP Report does not include project justification 
or indicate any form of project prioritization.  The CIP 
Report does not list projects based upon priority.   
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D.    Recommendations 

NorthStar’s recommendations to address the issues identified in this report are 
summarized in Exhibit I-2. 

Exhibit I-2 
Audit Recommendations 

RECOMMENDATIONS PAGE  

Chapter III - Capital Program Planning   

III-1 The CAO should design and implement a comprehensive multi-year capital 
improvement program that provides formal mechanisms to ensure that long-term 
capital needs are identified, stakeholder communication is coordinated, capital project 
plans are integrated with budgeting, and planning is accomplished in a systematic 
manner by all Council-controlled departments.   

III-13 

III-2 The CAO should develop a uniform project prioritization system for the City’s capital 
improvement program.  Prioritize capital needs to help determine the order in which 
projects should receive funding.  

III-13 

III-3 The City should develop a process to identify and address its IT infrastructure needs 
on a citywide basis and improve the coordination of IT issues among the ITA, City 
departments and various organizational elements of the CAO. 

III-14 

III-4 The CAO should re-evaluate policies, procedures and Budget Manual definitions 
related to capital improvement program planning.  In particular, the definition of 
“equipment” and its exclusion from capital planning, thresholds for operating life 
span, and impact on the City’s finances should be considered in light of technological 
advancements and economics.   

III-14 

III-5 The CAO should establish an ongoing projection of multi-department office space 
requirements and adopt planning tools that routinely consider acquisition (or 
reduction) of office space in conjunction with department-specific facilities planning. 

III-14 

Chapter IV - Capital Project Funding and Approval  

IV-1 In concert with the development of a multi-year capital improvement program (See 
Recommendation III-1) the CAO should develop a capital project funding and 
approval process that addresses all municipal facilities and physical plant projects.  
The City should establish an oversight organization to review all projects, in light of 
the needs to be met, available funding and prioritization criteria, and make 
recommendations for projects to be approved by the Mayor and Council.  The capital 
budgeting process should be directly linked to, and flow from, the multi-year capital 
improvement plan.  The capital budget should include projects from all funding 
sources, but should clearly indicate the funds which are approved during the City’s 
annual budget cycle.   

IV-25 

IV-2 The CAO should establish uniform criteria to prioritize all capital projects.  (See 
Recommendation III-2) 

IV-25 

IV-3 Revise the capital budget tables in the City’s approved budget and Blue Book to 
include capital projects from all funding sources, and clearly indicate the various 
funds and provide totals for special funds included in the City’s annual budget and the 

IV-25 
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RECOMMENDATIONS PAGE  
“off-budget” funds. 

IV-4 The CAO should determine the possibility of tracking interim funding amounts at a 
fund level on an on-going basis in order to know actual sources and uses of capital 
project funds.  If there is no simple way to obtain this data on an on-going basis, the 
CAO should obtain data on the frequency and amount of interim funding over the past 
three fiscal years to determine whether interim funding amounts are significant and 
whether a methodology should be developed to track these amounts. 

IV-25 

IV-5  The CAO should track actual expenditures and compile routine budget variance 
reports at fund level to obtain basic information regarding the effectiveness of the 
capital budgeting process and the accuracy of the project cost estimates. 

IV-25 

IV-6  The CAO should expedite the issuance of its capital improvement policy and related 
implementation procedures.  The procedures should reflect the recommendations 
made in this audit report.  As it develops these procedures, the CAO should strive to 
comply with the Capital Improvement Expenditure Program Funding Policy outlined 
in the City’s Financial Policies.  Following the issuance of the capital improvement 
policy, the CAO should take steps to revise the Administrative Code to reflect the 
revised CIEP process. 

IV-25 

Chapter V – Best Practices Survey  

V-1  To the extent possible, CAO should comply with the CIP best practices identified in 
NorthStar’s survey of municipalities. 

V-6 
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II.   INTRODUCTION 

A.   Background 

A capital improvement program is a forward-looking plan that identifies capital projects 
such as new facilities, major equipment purchases, and major maintenance or expansion 
efforts.1  The capital improvement program provides a planning schedule and linkage 
between various functional elements within the organization that will be called upon for a 
coordinated effort.   

Primary elements of a capital improvement program normally include: 

• Lists of capital projects or equipment to be purchased. 
• Projects ranked in order of their relative importance. 
• Project or equipment purchase justification.   
• Timetables or schedules for project execution. 
• Financing plans. 

Capital improvement program planning is essential to the future financial health of the 
City of Los Angeles and continued delivery of services to citizens and businesses.  It is also 
an important component of a community’s economic development program and strategic 
plan.  It is extremely difficult for governments to address current and long-term needs 
without a sound multi-year capital plan that clearly identifies capital and major equipment 
replacement, maintenance requirements, funding options, and operating budget impacts.2  A 
multi-year capital plan identifies and prioritizes expected needs based on a community’s 
strategic plan, establishes project scope and cost, details estimated amounts of funding from 
various sources, and projects future operating and maintenance costs.   

For the City of Los Angeles, the City Administrative Officer (CAO) is responsible for 
compiling project data submitted by Council-Controlled Departments and producing the 
“City of Los Angeles Capital Improvement Program” (LA CIP).3  The goal of the five-year 
LA CIP is to serve as a planning tool to estimate future capital improvement costs.  The 
current CIP, for 2007-08 through 2011-12, was submitted to the Mayor and Council on May 
28, 2008.   

The City’s CIP Report is a listing of capital projects projected for the next five years.  
The CIP Report includes projects that are approved and funded via the City’s budget (on-
budget) and those projects that are approved and funded outside the budget process (off-

                                                 
1  The City of Los Angeles treats “equipment” purchases as an operating expense.  Equipment purchases are not 
included in the capital improvement program.   
2  Government Finance Officers’ Association (GFOA) Multi-Year Capital Planning – Recommended Practice, 
2-24-06.   
3  For the purposes of this report, we will refer to the document “City of Los Angeles Capital Improvement 
Program” as the LA CIP or CIP Report, and use the term “capital improvement program” to refer to the concept 
of capital project planning. 
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budget).  On-budget projects are included in the Capital Improvement Expenditure Program 
(CIEP), which is part of the City’s annual budget for non-proprietary departments.  Both the 
LA CIP and annual CIEP are separated into physical plant and municipal facilities categories.  
The physical plant category generally includes street-related projects.  The municipal 
facilities category includes the construction or improvement of City-owned structures and 
facilities such as parks, libraries, fire and police stations, yards and shops.  The CIEP also 
includes wastewater facilities.4

The principal distinction between on and off budget projects is the funding source.  On-
budget projects are funded by the City’s General Fund and other special funds are that are 
controlled by the Mayor and Council.  Off-budget projects are funded by voter-approved 
bonds or grants, and are approved and funded through separate actions by the Mayor and 
Council.  Projects typically have several funding sources, and may include funds that are 
approved through the CIEP process and the processes established for special funds.  The 
projects listed in the 2007-08 CIP have funding from over 75 different sources.  As shown in 
Exhibit II-1, approximately 50 percent of the funding for the City’s capital project is funded 
by the General Fund and other special funds that are controlled by the Mayor and Council, 
referred to in this report as “on-budget” funds. 

Exhibit II-1 
Capital Improvement Project Funding Sources5

(Dollars in Thousands) 

Fund 2006-07 2007-08 Total Percent 
“On-Budget” Funds     
Gas Tax 9,179 12,164 21,343 2% 
General Fund 10,437 1,825 12,261 1% 
Local Transportation Fund 22,757 23,993 46,750 4% 
Special Fund 2,175 6,234 8,409 1% 
Special Parking Revenue 15,658 80 15,738 1% 
Stormwater Pollution Abatement 3,920 445 4,365 0% 
Street Lighting Maintenance 
Assessment 6,500 4,655 11,155 1% 
MICLA  106,468 330,073 436,541 39% 
Prop C 11,681 24,760 36,441 3% 

On-Budget Total 188,774 404,229 593,003 53% 
“Off-Budget” Funds     
GO Bond 2,507 6,039 8,546 1% 
Grant 927 - 927 0% 
MTA 34,468 51,531 85,999 8% 
Other 44,503 25435 69,938 6% 
Other Govt Fund 34,763 92,413 127,176 11% 
Prop DD 1,392 5,634 7,026 1% 
Prop F 68,978 - 68,978 6% 

                                                 
4 Northstar’s audit did not address wastewater facilities. 
5 Exhibit II-1 is for illustrative purposes only.  As further discussed in Chapter IV, there are some inaccuracies 

in the CIP data. 
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Fund 2006-07 2007-08 Total Percent 
Prop K 16,558 13,492 30,050 3% 
Prop O 27,734 61,512 89,246 8% 
Prop Q 8,796 27,634 36,430 3% 

Off-Budget Total 240,626 283,690 524,316 47% 
Total Funding 429,400 687,919 1,117,319 100% 

Source:  2007-08 CIP Database; NorthStar Analysis. 

While the Mayor and Council provide the final approval for all capital projects and 
funding sources, the funding and approval processes vary, depending on the funding source.  
The Office of the CAO is usually involved in the City’s capital project funding and approval 
processes for both on- and off-budget projects.  Within the Office of the CAO, the Municipal 
Facilities Group and Physical Plant Group are the principal organizations involved in the 
development of the City’s capital improvement program, for both on- and off-budget 
projects.  Responsibilities of these groups which pertain to this audit include: 

• Development of the five year CIP. 
• Coordination of the various proposition funding programs. 
• Analysis and coordination of special funds.  
• Preparation of the annual CIEP.  

B.   Objectives and Scope 

The overall objective of the performance audit was to evaluate the City processes used to 
identify, prioritize and plan for capital improvement projects, including an assessment of 
processes used to identify funding requirements and funding sources, in order to determine 
opportunities to improve efficiency and effectiveness.  The audit focused on the City’s 
capital improvement planning process performed and products produced over the last five 
years, up to and including the most current CIP (2007-08 through 2011-12) and the 2007-08 
CIEP.  Audit fieldwork was conducted from August through December 2008. 

In its Task Order Solicitation, the City Controller established five objectives for the audit 
as follows:  

• Evaluate how the City conducts long-range planning for various capital 
improvements. 

• Assess the adequacy of data collection systems related to the capital planning process.   

• Assess how the CAO identifies known and anticipated revenues from various sources 
to program the CIP, and develops a financing package for all recommended projects. 

• Assess the City’s process to formally approve capital projects, considering the 
adequacy of reported project information; stakeholder input, funding 
recommendations, and capacity to deliver the project. 

INTRODUCTION NORTHSTAR II-3



• Evaluate the process to develop the one-year Capital Improvement Expenditure Plan, 
which directs the budgeting of various capital and operating funds as part of the 
City’s annual budget process, and the relevance and utility of “off-budget” reporting 
for some projects. 

C.   Audit Techniques and Methodology 

The audit was performed in two phases:  Phase I – Planning and Preliminary Assessment 
and Phase II – Fieldwork.   Initial impressions formulated during the planning phase were 
used to prepare a Planning Memo to focus emphasis and staff-hours for the second phase on 
those issues that have the greatest improvement potential in the City’s planning and 
management of its CIP.   

The first phase of the audit included the following tasks: 

• Obtain an understanding of the current Capital Improvement Program. 

• Obtain an understanding of the City’s process to identify, prioritize and determine 
appropriate funding for capital projects, including both infrastructure and municipal 
facilities, specifically identifying the roles and responsibilities of various City 
departments.  The principal Council-Controlled departments responsible for the 
planning and identification of capital projects include: 

- Bureau of Street Lighting 
- Bureau of Street Services 
- Department of Transportation 
- General Services Department 
- Recreation and Parks 
- Bureau of Engineering 

 
• Obtain an understanding of data collection activities for project priorities and the 

development of the five-year CIP, as well as any relevant updates.   

• Obtain an understanding of data collection activities used to prepare the annual 
Capital Improvement Expenditure Plan (CIEP), and Year-End Reapproprations 
Report. 

• Identify control risks with current automated systems that are used to collect and 
track project data for CIP development. 

• Identify stakeholder concerns about the City’s process to compile and prioritize 
capital projects, i.e., from operating departments, City Council members, external 
stakeholders, etc. 

• Identify a peer group of jurisdictions for comparison and identification of leading 
practices used for CIP development. 
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As a result of the Phase I diagnostic audit activities, NorthStar identified four subject 
areas for detailed evaluation in Phase II:   

• The effectiveness of the Departments’ planning for capital improvements.   

• The effectiveness of the CAO’s Office in administering the CIP and CIEP.   

• The determination of available funding.   

• The effectiveness of planning for City business and infrastructure.   

NorthStar divided the audit field work into two broad areas:  1) Capital Improvement 
Program Planning, and 2) Capital Project Funding and Approval.  Specific sub-objectives 
used to assess the City’s performance in these areas are listed below: 

Capital Improvement Program Planning 

• Does the City systematically plan for future capital improvement projects? 
• Are capital improvement plans comprehensive and present a complete inventory of 

all projects? 
• Are capital projects stratified in terms of their relative priority?   
• Does the CIP Report identify the status of projects underway, progress, additional 

funding requirements, and unspent funds available?   
• Does the capital improvement program facilitate coordination between City 

departments and their respective operating budgets?   
• Does the capital improvement program focus attention on the City’s objectives and 

optimize fiscal capacity?   
• Is the CIP Report used to keep managers and stakeholders informed about future 

needs and projects?   

Capital Project Funding and Approval  

• Does the City have an effective process to formally approve capital projects, 
considering the adequacy of reported project information; stakeholder input, funding 
recommendations, and capacity to deliver the project? 

• Does the CAO have adequate processes to identify revenue sources to fund the City’s 
capital improvement program and identify funding sources for recommended capital 
projects? 

• Does the City have an appropriate process to prioritize projects for inclusion in the 
CIEP? 

• Does the City appropriately determine funding sources for projects in the CIEP? 
• Are the end-of-year reappropriation amounts determined properly? 
• Is interim funding approval a significant source of capital project funding? 
• Is the CIEP developed in accordance with the Administrative Code? 

Phase II also included a survey of best practices related to capital planning and budgeting 
by local jurisdictions.  NorthStar’s survey results are included in Chapter V and Appendix 
B of this report.  These practices are presented for comparative benchmarking purposes in 
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evaluating those used by the City, and may be considered to improve the management 
practices under the control of the CAO and the Council-Controlled Departments to add 
accuracy, accountability, and clarity to the final capital improvement program process.   

Interviews and Audit Information Requests 

NorthStar began the audit with a diagnostic review of the City’s planning and 
management of the CIP program during which the collective members of the audit team 
developed an initial understanding of physical plant, facility and infrastructure planning 
processes, information management systems, operations, and performance metrics.   

NorthStar requested data pertaining to the various Council-Controlled department 
planning organizations, policies and procedures, operations, and financial history related to 
the development of capital improvement projects and capital improvement program plan 
development.  We also asked for flowcharts of the financial processes and cost accounting 
system(s) utilized with particular attention to the various aspects of the capital improvement 
program planning.  We also interviewed members of the CAO’s Office, BOE and members 
of Council-Controlled departments that contribute to the City’s CIP.     

D.   GAGAS Requirements 

NorthStar’s Performance Audit of the City’s Planning and Management of its Capital 
Improvement Program was conducted in accordance with generally accepted government 
auditing standards (GAGAS).  GAGAS standards provide a framework for conducting high 
quality government audit engagements with competence, integrity, objectivity, and 
independence.  These standards contain requirements and guidance dealing with ethics, 
independence, auditors’ professional competence and judgment, quality control, the 
performance of field work, and reporting.  Audits performed under GAGAS provide 
information used for oversight, accountability, and improvements of government programs 
and operations.  GAGAS standards contain requirements and guidance to assist auditors in 
objectively acquiring and evaluating sufficient, appropriate evidence and reporting the 
results.   
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III.   CAPITAL IMPROVEMENT PROGRAM PLANNING 

A. Overall Assessment 

The City does not have a comprehensive citywide capital improvement program.   The 
Capital Improvement Program referred to as the “CIP” Report is only a listing of capital 
projects intended to be funded over the next five years, and does not reflect the results of an 
integrated planning effort.  Without a multi-year plan that forecasts spending for all 
anticipated capital projects, it is extremely difficult for an entity to ensure that financial and 
funding plans are in place to meet expected future capital needs.   

The CIP Report is not a control document; it is simply a collection of projects that are 
projected over a five-year period.  Project information for the CAO’s CIP Report does not 
include project justification or indicate any form of project prioritization.  In addition, the 
most recent CIP report was issued almost at the end of its first planning year, limiting the 
usefulness of the report. 

While a limited number of long-term capital planning efforts have been performed in 
support of specific proposals seeking voter support for a Proposition or General Obligation 
Bond, only a few City departments perform long-term capital project planning on a regular 
basis.  While it is generally accepted that there are ongoing capital needs, there is a limited 
amount of ongoing long-term capital project planning.  Some major bond programs are 
nearly over, and there are no specific capital plans in future years for projects such as police 
facilities, animal regulation facilities, library facilities or Fire Department facilities.  A 
number of ongoing capital programs such as building hazard mitigation, roof repair, elevator 
modernization, infrastructure improvements, and street resurfacing are straight-line 
projections of previous budget levels, and are not the product of capital project planning.   

The CIP Report does not identify information technology or office space as a capital 
program.  Therefore, the City may not be effectively planning for its information technology 
and office space needs.  Information technology infrastructure needs are not managed on a 
citywide basis and there is weak coordination of IT issues among the ITA, City departments, 
and various organizational elements of the CAO Office.   

B. Background 

The first step in capital planning is to identify needs.  The planning entity should gather 
information from development projections, strategic plans, comprehensive plans, facility 
master plans, regional plans, and citizen input processes to identify present and future service 
needs that require capital infrastructure or equipment.  Attention should be given to:  

• Capital assets that require repair, maintenance, or replacement that, if not addressed, 
will result in higher costs in future years. 

• Infrastructure improvements needed to support new development or redevelopment.  
• Projects with revenue-generating potential.   
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• Improvements that support economic development.   
• Changes in policy or community needs.  

The full extent of project costs should be determined when developing the multi-year 
capital plan. The determination of cost should include the following tasks:  

• Define the scope and timing of a capital project in the early stages of the planning 
process.  

• Identify and use the most appropriate approaches, including outside assistance, when 
estimating project costs and potential revenues.   

• Adjust cost projections based on anticipated inflation for projects planned beyond the 
first year of the plan.   

• Quantify ongoing operating costs associated with each project.   
• Identify the sources of funding for project costs.   
• Estimate all major components required to implement a project, including land 

acquisition needs, design, construction, contingency and post-construction costs.   
• Recognize non-financial impacts of the project (e.g., environmental) on the 

community.    

In all likelihood, the City will always be faced with capital needs that exceed its limited 
financial resources.  The importance of developing a financing strategy and approach for 
supporting the multi-year capital plan must be recognized.  Therefore, systematically 
prioritizing capital project requests is a critical step in the capital plan preparation process 
and fundamental for optimizing financial resources.   

• Capital improvement program plans must reflect the relationship of project submittals 
to the City’s overall financial and governing policies, plans, and studies.   

• Departments must provide an initial prioritization based upon and consistent with an 
overall scheme that addresses the various merits of each capital project in terms of 
value to the City.  A rating system to facilitate decision-making must be used.   

• Capital improvement program planning must incorporate input and participation from 
major stakeholders and the general public.   

• Capital projects must support legal requirements and/or mandates.   
• Operating budget impacts resulting from capital projects must be identified.   
• Capital projects from previous multi-year capital plans must be re-evaluated as they 

move forward, closer to execution.   

C  Findings and Conclusions 

1. The City does not have a comprehensive citywide capital improvement program.  
Without a multi-year plan that forecasts spending for all anticipated capital projects, it is 
extremely difficult for an entity to ensure that financial and funding plans are in place to 
meet expected future capital needs.   
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• The Capital Improvement Program referred to as the “CIP” Report is only a listing of 
capital projects intended to be funded over the next five years, and does not reflect the 
results of an integrated planning effort.   

• The CAO’s office compiles project data submitted by the six Council-Controlled 
Departments and produces a five-year capital improvement program CIP Report.   

• The CIP Report reflects the results of several disparate planning efforts.   

• CIP project data entry includes identification of “Approved Projects” and 
“Conceptual Projects” (i.e., not approved by Council yet).  On-budget projects – 
funded by the City’s General Fund and other special funds – are controlled and 
approved by the Mayor and Council through the annual budget process.  Off-budget 
projects are funded by voter-approved bonds or grants, and are reported, approved 
and funded through separate reports to the Mayor and Council.   

• NorthStar’s survey identified the inclusion of both funded and unfunded projects in a 
capital improvement program as a CIP development best practice. (See Chapter IV) 

2. The CIP Report is not a control document; it is simply a collection of projects that are 
projected over a five-year period.  The CAO does not formally evaluate the effectiveness 
of each Department’s capital improvement planning effort or assess the inclusion of the 
projects in the CIP Report.   

• Project information for the CAO’s CIP Report is submitted electronically by each 
department.  The CAO’s request for program data indicates that it is imperative that 
all projects be included.  CAO analysts state that project information is reviewed for 
inclusiveness and accuracy.  However, there is no documentation, analytical product 
or report to determine projects that are not included.   

• Project information for the CAO’s CIP Report does not include project justification or 
indicate any form of project prioritization.  The CIP Report does not list projects 
based upon priority.   

3. Production timing and publication of the CIP Report reduces its effectiveness. 

• The CIP Report for 2007-08 through 2011-12 is dated May 28, 2008, indicating it 
was published at nearly the end of the fiscal year and first planning year of the CIP.   

• Data collection for the 2008-09 through 2012-13 periods was requested on October 7, 
2008.  The expected publication of the report is February 2009, well into the first 
planning year.   

• Budget preparation for the 2009-10 fiscal year is conducted during the fall of CY2008 
and early spring of CY2009 for department budgets in 2009-10.  This effectively 
reduces the CIP planning periods to three years.   
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4. Few City departments perform long-term capital project planning on a regular basis.   

• A limited number of long-term capital planning efforts, often referred to as “Master 
Plans”, have been performed in support of specific proposals seeking voters support 
for a Proposition or General Obligation Bond.  For the most part, General Obligation 
Bonds funding is used for the acquisition or improvement of real property.   

- The Public Safety Facilities Oversight Committee prepared a review of the City’s 
numerous Police and Fire facility and infrastructure needs in 1998.  This needs 
analysis was submitted to the City Council’s Ad Hoc Committee on Capital 
Improvements.  The analysis recommended a 20-year, $2 billion program and 
General Obligation Bond measure on the 1999 election ballot to fund the projects 
listed.1  Voters approved Proposition F in November 2000 which authorized $379 
million to construct and expand 19 fire/paramedic stations and an air operations 
maintenance facility.  Seventeen of the 20 planned projects have been completed.  
Voters approved Proposition Q in March 2002 authorizing $600 million to 
finance new emergency response facilities and police stations.  Eight of the 
thirteen planned projects have been completed.     

- Also in 1998, the City Council asked the Committee to evaluate the facility needs 
of the Animal Services Department.  Recent State legislation and deteriorated 
condition of existing animal shelters required a comprehensive review of the 
Department’s facility, operating and staffing needs.  A report was prepared for the 
Council’s Oversight Committee and submitted in 1999.  Voters approved 
Proposition F in November 2000 to finance the construction and refurbishment of 
eight animal shelters.   

- In 1992, the Library Foundation of Los Angeles was created to raise funds to 
enhance City funding for the library.  Since then, the foundation has raised an 
average of $5 million annually for library materials, services and programs.  A 
Library Master Plan was adopted by the Los Angeles Library Commission in 
1988.  By 2005, the Library completed a 15-year building program that renovated 
and expanded the Central Library, constructed 64 branch libraries and developed 
its technology infrastructure.   

- In May 2007, the City Council approved the Los Angeles River Revitalization 
Master Plan which involves restoring a continuous ecosystem along the 32-mile 
stretch of the River corridor creating a greenbelt of parks, bicycle paths, bridges, 
pedestrian trails and natural spaces along the River.   

 
• While it is generally accepted that there are ongoing capital needs, the limited amount 

of ongoing long-term capital project planning is illustrated by the absence of 
projected capital project dollar amounts shown in future years, highlighted in Exhibit 
III-1 on the following page.   
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Exhibit III-1 
Summary of Capital Projects in the CIP Report2

Municipal Facilities Project Type   2007-08   2008-09   2009-10   2010-11   2011-12  
 Police Department Facility     32,776,131                    -                  -                   -                 -
 Animal Regulation Facility                      -                    -                  -                   -                 -
 Seismic Retrofit of Municipal Facilities          925,000    4,982,500   2,790,000    6,575,000  3,640,000 
 Library Department Facility       7,355,367     1,600,000                  -                   -                 -
 Street Maintenance Yard or Shop     27,774,000  15,918,000   4,661,500                   -                 -
 Fire Department Facility                      -                    -                  -                   -                 -
 Office Development   224,400,000    7,300,000   3,000,000    3,300,000                 -
 Deferred Maintenance          800,000        800,000      800,000        800,000     800,000 
 Miscellaneous Facility     25,030,200    7,166,100   9,916,200    7,600,000  7,600,000 
 Recreation and Park Facility     34,358,469  71,636,944 59,095,736  13,157,875  8,699,875 
 Off-Street Parking       9,583,000    2,900,000 - -                 -
 Sanitation Yard or Shop       2,683,980        370,750                  -                   -                 -
 General Services Yard or Shop          800,000                    -                  -                   -                 -
 Street Lighting Yard or Shop       1,692,000                    -                  -                   -                 -
 DOT/Parking Enforcement Yard        1,300,000                    -   5,000,000    7,500,000  7,500,000 
 Proposition Q Project     27,633,932                    -                  -                   -                 -

 
Physical Plant Project Type  2007-08   2008-09   2009-10   2010-11   2011-12  

 Bacteria - TMDL          798,550        958,260        558,985    15,302,509        324,230 
 Bikeway                      -     1,807,200     4,000,000                     -                   -
 Bridges   116,038,345   54,994,763 103,146,593  243,504,267   30,085,000 
 Landscaping          222,171     1,317,000        963,000                     -                   -
 Major Highway or Selected Streets 
Widening 

   16,097,796   12,286,110   21,564,952    10,689,579     9,198,248 

 Miscellaneous       2,888,666     2,245,000     2,327,000       3,059,500     2,369,500 
 MTA Project     49,858,487   51,759,413   39,140,700    22,583,800     2,511,000 
 Pedestrian Facilities          556,000                    -     2,125,000                     -                   -
 Proposition O Project     64,580,906   23,165,729 138,481,982    85,132,709   85,662,838 
 Railroad Grade Separation     13,640,000    13,405,000     7,075,000                     -                   -
 Reconstruction of Local Streets          198,200        510,000                    -                     -                   -
Reconstruction of Major Highways or 
Selected Streets 

     1,312,331     5,117,575     6,614,665          954,000                   -

 Repair & Rehabilitation of Streets     14,635,321        900,000                    -                     -                   -
 Storm Drain          445,000     4,095,000     5,420,000       4,940,000     4,543,000 
 Stormwater Pollution Abatement                      -        300,000        950,000          100,000                   -
 Street Lighting      10,682,312   18,381,570   12,319,330       7,850,000   10,285,000 
 Street Widening of Local Streets                      -                    -                    -                     -                   -

 

                                                 
2 Exhibit is for illustrative purposes only.  As discussed in Conclusion 2, the CIP Report is not a control 
document. 

PROJECT PLANNING NORTHSTAR III-5



• Departments that do perform some long-term capital project planning on a regular 
basis include Recreation and Parks, Transportation, and Sanitation stormwater 
projects.  These areas are noted in Exhibit III-1 by project type.   

• Some major bond programs are nearly over.  Exhibit III-1 illustrates that there are no 
specific capital plans in future years (through 2011-12) for projects such as police 
facilities, animal regulation facilities, library facilities or Fire Department facilities.   

5. A number of ongoing capital programs such as building hazard mitigation, roof repair, 
elevator modernization, infrastructure improvements, bridge and tunnel maintenance, etc. 
are straight-line projections of previous budget levels, are not project specific and are not 
the product of capital project planning.3   

• Known project workload is used to fill the each annual period and amounts in excess 
of budget levels spill over into future periods.  Each capital planning year simply 
assumes continued funding as shown in the table below.   

Exhibit III-2 
Lump Sum CIP Forecast Amounts 2006-2012 

Capital Program 
Element 

Annual Amount 
2006 to 2012 

2007-08  CIP 
Reference 

Bridge & Tunnel Maintenance $   150,000 A-8 page 183 
Guardrail Construction $   150,000 A-8 page 183 
Safety Related Drainage $   300,000 A-8 page 186 
Hazard Mitigation $1,000,000 B-2 page 11 
Roof Repair $   800,000 B-2 page 12 
Elevator Modernization $   850,000 B-2 page 12 
City Infrastructure Replacement $1,700,000 B-2 page 12 

 
• CIP funding projections for ongoing capital programs are not escalated for future year 

periods (labor and material cost increases in future years) nor do they reflect the 
department’s increasing backlog of projects.   

6. The City’s definition and policy for treating IT equipment costs as operating expenses 
effectively precludes it from including IT in its capital improvement program planning.  
Information technology infrastructure needs are not managed on a citywide basis and the 
coordination of IT issues among the ITA, City departments, and various organizational 
elements of the CAO Office is weak.  As a result, the City is not effectively planning for 
or funding its information technology needs, and the City’s IT infrastructure has not kept 
pace with rapidly evolving technologies.   

7. The Information Technology Agency (ITA) circulated a memorandum requesting 
allocation of a portion of the one percent of the General Fund utilized for City 
Infrastructure.  The basis of this request as stated in the memo was as follows: 

                                                 
3  2007-08 CIP pages 10 – 13.   
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The city's financial policies indicate that we should be allocating 1% per year 
of the General Fund for infrastructure or capital improvement.  That would 
apply to our network as well as the rest of our crumbling infrastructure.  I will 
be appealing to all of you during the budgeting process to allocate funds for 
our infrastructure.  This policy has been virtually ignored for years and the 
result is some of our outdated, crumbling infrastructure. 

• NorthStar met with the ITA to discuss the memorandum and its participation in the 
City’s capital improvement program.  ITA identified the following issues: 

- The City’s IT infrastructure is antiquated.  There are over 900 routers that are all 
over 7 years old, and used parts are unavailable. 

- There is no comprehensive plan for replacing the system.  System maintenance is 
done on an emergency basis. 

- ITA is not treated as an integral part of new construction and IT is not part of 
initial project scope.  This statement is supported by IT-related change orders for 
the new Emergency Operations Center, the new Police Center, and the new Police 
Headquarters.  NorthStar found that ITA is part of initial project planning.   

- There is no prioritization for IT specific projects in the CIP.  This statement can 
be supported by the absence of IT department specific projects in the CIP. 

- Almost all IT investment is made through the annual operating budget.  
- The department’s capital needs are not adequately funded.  Twenty-one million 

dollars were requested during the last budget cycle and IT was allocated one 
million dollars. 

- IT has no control over eighty percent of its budget.  It is managed and spent by 
other City departments. 

 
• CAO budget policies and definitions state that IT alone is not capital.  Routers and 

other system components are equipment.  Equipment purchases are not capital 
improvements.  Additional CIP reference material is provided in Chapter V- CIP 
Practices Survey.  In particular, the Government Financial Officers Association 
publications on capital improvement program planning frequently recognize that 
major IT equipment is contained in capital improvement plans.   

• According to CAO staff, IT requirements should be identified during the capital 
project planning phase and the cost of IT-related items for municipal facilities is 
supposed to be included within the total project cost.  However, system-wide IT 
infrastructure projects are not part of the CIP program.   In addition, system IT 
infrastructure projects may not meet the requirements to be considered a capital 
project as the life expectancy of technologically based equipment can be less than ten 
years.  As a result, ITA competes with all other operating and maintenance activities 
for budget allocations.  There is no special consideration for the unique needs of IT. 
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8. Although the CAO and GSD state that office space planning is performed, the City’s CIP 
does not identify office space as an ongoing capital program.  As a result, the City may 
not be effectively planning for its office space requirements.   

• The Municipal Facilities Committee (MFC) consists of the City Administrative 
Officer, Chief Legislative Analyst and the Mayor, or his designee.  The Committee 
was created for the purpose of advising the Mayor and Council on the efficient 
utilization, acquisition and sharing of quarters/space needed by various departments 
and offices to operate and serve the public.  The MFC meets once per month and all 
GSD reports on the utilization and assignment of space are reviewed and moved on 
through the Council approval process from that point in time. 

• The MFC is responsible for decisions regarding City facilities or space use.  These 
actions include leasing, acquisitions/sales, or space usage within City buildings, and 
Mayor and Council provide final approval of leases and acquisitions/sales.  
Departments also appear before the MFC to obtain approval for scope, timeline, and 
project budgets related to municipal facilities, and to report periodically on status of 
projects. 

• An August 19, 2008 meeting with the Municipal Facilities Group indicated that there 
were no forecasts of office space included with the CIP, budget or CIEP process. 

• General Services Department’s Asset Management Division (AMD) has no CIEP 
Programs that are part of the City's CIP.  AMD does not provide space planning that 
pertains to developing CIP for departments.  

• AMD receives requests from City departments after the budget process and/or after 
additional space is approved.  A report is developed for the Municipal Facilities 
Committee, City Council and Mayor.  The purpose of this report is to obtain approval 
either to build or renovate facilities to accommodate City space needs.  AMD utilizes 
an in-house Architect, GSD's contract space planners, Bureau of Engineering's 
Architects and Engineers, or BOE contractors for space planning and design.  The 
CAO verifies additional personnel and funding. 

• The 2006-07 CIP and CIEP did not include purchase of real estate for office space.  
The $219 million Figueroa Towers purchase was not planned, but was approved as an 
interim approval by City Council.  Necessary capital upgrades to Figueroa Towers are 
included in the CIP/CIEP/budget.  According to GSD, the City Administrative Office 
recommends how the City of Los Angeles finances acquisitions of facilities and 
office buildings.   

9. The City does not comply with its Financial Policies which require the development of a 
five year capital improvement plan; however it has taken steps to comply with the 
requirement to recognize the impact of new capital projects on the operating budget. 

• Exhibit III-3 lists the elements of the Capital Improvement Expenditure Program 
Funding Policy outlined in the City’s Financial Policies which pertain to capital 
program planning. (Note that although the policy is titled “Capital Improvement 
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Expenditure Program Funding”, the policy describes the requirements for a multi-
year capital program.)   

Exhibit III-3 
Compliance with Los Angeles Capital Improvement  

Expenditure Program Funding Policy  
Policy Does the City Comply? 

The City should develop and maintain a five-year capital 
improvement program budget encompassing all City municipal 
and physical plant facilities.  It shall be prepared and updated 
each year. 

No 
As discussed in conclusion 8, the City does 
not have a five year capital improvement 
program budget.  Only one year is budgeted 
under the current City Charter. 

New projects shall be specifically approved to be added to the 
Capital Improvement Program. This approval shall include 
information on the complete scope of work, a description of the 
different project phases, a Class C cost estimate for the total 
project, which has been adjusted for inflation based upon the 
construction schedule, and recommended funding sources for 
the total project. Significant changes to the scope of work 
concerning existing projects must also be approved. 

Generally 

Projects are approved for inclusion in the 
one-year CIEP. 

The City will recognize the impact of new capital projects on the 
annual operating budget of the City. Future maintenance costs 
need to be identified and incorporated into the annual operating 
budget when new projects are completed. These costs include 
items such as departmental staffing, building maintenance, 
custodial services, landscaping, furniture or fixtures, etc. It is 
important to understand that capital assets need to be regularly 
maintained to extend the useful life of the capital asset. 

Yes 

Staffing, maintenance and other costs for 
facility projects are outlined in the Five 
Year Forecast. 

The City Administrative Officer will prepare a Capital 
Financing Plan in conjunction with the Capital Budget. The Plan 
will detail the sources of financing for all facilities in the Capital 
Budget, establish funding priorities and review the impact of all 
borrowings on the long-term debt affordability ratios. The Plan 
will consider all potential sources of financing, including non-
debt options. This Plan shall be revised annually by the City 
Administrative Officer and presented for approval as part of the 
Adopted Budget. 

No 

The Adopted Budget does not include a 
multi-year Capital Financing Plan.  The 
one-year CIEP identifies project funding. 

Source:  Financial Policies for the City of Los Angeles, April 2005. 
 

• The City does not comply with the Capital Improvement Expenditure Program 
Funding Policy in two significant areas: 

- The City does not have a five-year capital improvement program budget and the 
Financial Policy should be consistent with City Charter. 

- The CAO does not prepare a Capital Financing Plan in conjunction with the 
Capital Budget which is presented for approval as part of the Adopted Budget.  

• The CAO has taken steps to comply with the Financial Policy requirement to 
recognize the impact of new capital projects on the annual operating budget. 
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- The Municipal Facilities Group is involved in collecting data from the 
departmental budget analysts relative to new equipment and salary costs related 
to new and renovated facilities.  This data is then incorporated into the Five-Year 
Forecast.   The Municipal Facilities Group will be involved in the standardization 
of these costs; this is expected to be done in 2008-09. 

- O&M costs for physical plant projects are provided by the City Engineer and 
operating departments.   

D.  Recommendations 

1. The CAO should design and implement a comprehensive multi-year capital improvement 
program that provides formal mechanisms to ensure that long-term capital needs are 
identified, stakeholder communication is coordinated, capital project plans are integrated 
with budgeting, and planning is accomplished in a systematic manner by all Council-
controlled departments.   

• Develop capital planning policies and procedures that are endorsed by department 
senior management.  Policies and procedures are necessary to standardize 
departmental relationships with the CAO, external and City stakeholders.  Specific 
areas to be addressed include the following: 

- Mission, goals and objectives of the planning function for each department. 
- Technical specifications and standards to be followed. 
- Management and reporting responsibilities. 
- Stakeholder outreach, involvement and coordination in the capital planning 

process.   
- Participation and consensus-building in developing the City’s capital 

implementation program plan.   
 
• To increase the instructional value of planning policies and procedures to all users, 

the following steps should be taken: 

- Policies and procedures should be organized in segments dedicated to answering 
questions and solving problems with respect to a particular aspect of capital 
project planning. 

- Policies and procedures should be developed with a focus toward providing 
planning services.  Management control and regulatory compliance should be a 
byproduct of effective process design.   

- Once developed, planning policies and procedures should be widely distributed.  
This should be followed with an extensive outreach program to educate groups 
with which the City departments regularly interface and solicit their input 
concerning planning issues. 

- Planning policies and procedures should be succinct and be subject to formal 
periodic review and revision with the intent to improve effectiveness, not increase 
volume.   
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• Formalize planning interfaces with external stakeholder groups.  Develop committees 
to interface with external stakeholder groups on planning issues and provide 
appropriate guidance on goals, objectives, and roles and responsibilities.  

• Establish a managerial control structure and communicate planning information with 
stakeholder groups on a regular basis.   

• Define planning performance measures to include overall planning effectiveness, 
project cost estimation and scheduling.   

• Establish a multi-year planning process for major capital projects that provides at 
least five future planning years.   

- A longer time horizon than the one-year annual budget cycle should be used to 
plan large capital projects.   

- The planning effort should be sufficiently detailed to provide in-depth information 
on the existing conditions and issues, forecasts, and facility and O&M 
requirements needed.   

- An assessment of existing conditions and issues is important to develop a baseline 
of each department’s current situation.  This baseline provides the foundation 
from which each department can assess its needs to meet operating and 
maintenance requirements in an environmentally, fiscally, and community 
sensitive manner.  

- The CIP Report should be published in a timely manner, ahead of the first 
planning year.   

2. The CAO should develop a uniform project prioritization system for the City’s capital 
improvement program.  Prioritize capital needs to help determine the order in which 
projects should receive funding.  

• The CAO should devise a prioritization system for ranking the relative merit of 
capital projects.  Define relative merit in a manner that can be used by all departments 
and funding sources uniformly.  Priority elements should include: 

- Operating and Maintenance Needs 
- Economic Justification 
- Community/Political 
- Environment 
- Labor Relations 
- Public Safety  

 
• Use a formalized rating system for project prioritization.  Each priority element 

identified should receive a numeric ranking to reflect its relative position within 
predefined guidelines.  The sum of all categories should then indicate a project’s 
evaluated priority.  Each department’s capital project plan should be organized by 
descending priority level and performance measured with a focus on project priority. 
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- Broaden the scope of financial analyses performed by each department for 
prioritizing capital projects.   

- Financial analysis should be expanded to include the effects on capital and on 
operation and maintenance budgets.   

 
• Involve senior department management in the capital project prioritization process.  A 

team approach and stakeholder involvement requires that senior management have a 
greater appreciation of the issues associated with a project, its alternatives, and other 
factors that a capital project will have on the overall City budget.   

 
3. The City should develop a process to identify and address its IT infrastructure needs on a 

citywide basis and improve the coordination of IT issues among the ITA, City 
departments and various organizational elements of the CAO. 

4. The CAO should re-evaluate policies, procedures and Budget Manual definitions related 
to capital improvement program planning.  In particular, the definition of “equipment” 
and its exclusion from capital planning, thresholds for operating life span, and impact on 
the City’s finances should be considered in light of technological advancements and 
economics.   

5. The CAO should establish an ongoing projection of multi-department office space 
requirements and adopt planning tools that routinely consider acquisition (or reduction) 
of office space in conjunction with department-specific facilities planning.   
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IV.  CAPITAL PROJECT FUNDING AND APPROVAL 

A. Overall Assessment 

The City does not have a citywide process to prepare and present an integrated capital 
project approval and funding program to the Mayor and Council.  There are several 
independent processes for capital funding requests that are generally related to the project 
funding source, as well as routine authorizations of interim funding between budget cycles.  
The compartmentalization of the many separate program and interim funding approval 
processes hinders uniform application of project prioritization criteria and the determination 
of the most effective use of funds. 

The City also does not identify capital funding sources from a citywide perspective.  The 
identification of funding is largely done at a program or project level.  The Departments are 
generally responsible for the initial identification of funding sources for projects; the CAO 
analyzes the Departments’ proposals and provides recommendations to Council.  While the 
CAO’s project review helps to optimize the use of funding sources, the silo-effect of 
independent funding identification does not ensure the best use of funds. 

The CAO’s involvement in the on- and off- budget capital project funding processes 
helps to ensure the appropriate determination of project needs, funding requirements and 
funding sources; however, artificial limits on communication between the CAO and 
departments regarding priority assignment and/or changes in project priorities and project 
selection impedes effective decision-making during the CIEP development process. 

Project prioritization criteria are not utilized uniformly by the departments, the CAO, and 
the City.  Without a consistent prioritization scheme, the City cannot ensure that limited 
capital funds are directed to the most important areas of need.  The use of an accepted and 
approved prioritization system is a CIP best practice identified in NorthStar’s survey.   

There is little relationship between the first year of the City’s five year CIP Report and its 
CIEP.  An entity’s capital improvement program is generally used to develop its annual 
capital budget.  The direct relationship between the annual budget and the capital 
improvement program is a best practice identified in NorthStar’s survey. 

B. Background 

While the Mayor and Council provide the final approval for all capital projects and 
funding sources, the funding and approval processes vary, depending on the funding source.  
Exhibit IV-1 (page following) gives an overview of the funding and approval processes for 
the principal types of capital projects.  The processes to prepare and present capital approval 
and funding requests to the Mayor and Council may be grouped into the following broad 
categories: 
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Exhibit IV-1 
Overview of Capital Project Funding Sources and Approval Processes 

 Principal Funding Sources[Note 1] In Annual Budget? Project Approval  
(prior to Mayor and Council) 

Physical Plant – On-Budget       
Bikeway Projects Local Transportation Fund 

Prop C 
Competitive Grants 

Yes 
LTF estimate and Prop C 

included in CIEP 

Projects identified in annual Bikeway Report 
submitted to Mayor/Council. 

Engineering and Street Services 
Projects 

Gas Tax 
Prop C  
General Fund 

Yes 
Funds are in CIEP 

CIEP Budget Process 

Stormwater Projects Stormwater Pollution Abatement Fund Yes 
Fund is in CIEP 

CIEP Budget Process 

Street Lighting Projects  Gas Tax 
Street Lighting Maintenance Assess. Fund 

Yes 
Fund is in CIEP 

CIEP Budget Process 

Physical Plant – Off-Budget       
MTA/Transportation Call for 
Projects 

Prop C -Transportation Grant Fund 
MTA Grant 

Partially 
Prop C is in budget, 
separate from CIEP 

Projects identified in MTA call for projects 
application which is approved by Council. 
Annual Transportation Grant report submitted to 
Mayor/Council for funding approval 

Bridge Improvement Program Prop G 
Highway Bridge Rehabilitation and 
Replacement Program 
Proposition C 

No 59 Bridges identified by Caltrans. 
Seismic Bond Oversight Committee 

Clean Water Projects GO Bond - Prop O No Prop O Administrative Oversight Committee 
Municipal Facilities – On-Budget       
Deferred Maintenance Projects General Fund  Yes

Fund is in CIEP 
 Lump sum amount approved in the CIEP for 
specific maintenance line items. 

Yards and Shops General Fund 
MICLA 
 

Yes 
General Fund is in CIEP 

MICLA is in budget, 
separate from CIEP 

 Municipal Facilities Committee 

Parking Facilities  Special Parking Revenue  Yes 
Fund is in CIEP 

CIEP Budget Process 

Recreation and Park Facilities Sites and Facilities Fund Yes 
Fund is in CIEP 

Lump sum amount approved in CIEP. 
Allocations to specific projects provided by the 
CAO in accordance with Council policy or 
direction.  Funds are allocated to projects 
throughout the year through the construction 
project report.  [DR 43 issued 11/5] 

Office Development  MICLA Yes 
MICLA is in budget, 
separate from CIEP 

 Municipal Facilities Committee 

 



Source:  City of Los Angeles 2007-08 Capital Improvement Program, Active Project Summary Funding Tables; 2006-07 CIEP; 2007-08 CIEP; Response to 
CIP Audit Questions from NorthStar on 10/9/08; Descriptions of Proposition Oversight Committees (Data Response 6) 

Exhibit IV-1 
Overview of Capital Project Funding Sources and Approval Processes 

 Principal Funding Sources[Note 1] In Annual Budget? Project Approval  
(prior to Mayor and Council) 

Municipal Facilities – Off-Budget       
Recreation and Parks/Cultural 
Facilities 

Assessment - Prop K 
MICLA 
Quimby 
Prop 12 and Prop 40 (State Programs) 

No Projects specified Prop K; and additional 
projects via a competitive grant process every 
two years 
Prop K Steering Committee 

Library Bond Projects - Prop DD GO Bond - Prop DD No Projects identified in Proposition 
Library Bond Oversight Committee 

Animal Shelter Projects - Prop F GO Bond - Prop F No Projects identified in Proposition 
Additional projects vetted by 
Animal Services Facilities Oversight Committee 

Fire Projects - Prop F GO Bond - Prop F No Projects identified in Proposition  
Fire Facilities Oversight Committee 

Prop Q Public Safety Projects GO Bond - Prop Q No Projects identified in Proposition 
Additional projects vetted by 
Prop Q Oversight Committee 

Municipal Seismic Bond Projects - 
Prop G 

GO Bond - Prop G No Seismic Bond Oversight Committee 

Zoo Bond Projects  GO Bond - Prop CC No Projects identified in 1992 Master Plan and Prop 
CC. 
Zoo Bond Oversight Committee 

Los Angeles River Revitalization 
Projects 

Projects are in other fund programs: 
Bridge Improvement Program 
Bikeway 
Prop O 

No Projects approved through the individual fund 
program processes. 
Ad Hoc LA River Committee 

Note 1- Additional funding is often used to supplement or leverage the principal funding sources.   

 



• GO Bond Projects. 
• Proposition K Assessment. 
• MTA Call for Projects. 
• Annual CIEP budget. 
• MICLA (Annual budget). 

Funding and Approval of GO Bond Projects 

General obligation (GO) Bonds are generally used to fund municipal facilities  As shown 
in Exhibit IV-1, there are currently six GO bond programs for municipal facilities (library, 
animal shelter, fire, public safety, seismic, and zoo projects), and one GO bond for physical 
plant (clean water projects).  The various GO Bond capital projects have essentially the same 
funding and approval processes.  Under the terms of recent propositions, each of the GO 
bond programs has an Administrative Oversight Committee and a Citizens Oversight 
Advisory Committee which oversee the use of Proposition funds.   

For the new municipal facility GO bond programs, such as Propositions F and Q, projects 
are generally first identified by studies and adopted by Council as master plans.  These 
projects are then specified in the ballot measures put before the voters.  The project list 
contained in the ballot may differ from those identified by the studies, as projects may be 
added or deleted for political (e.g., Council or voter approval) or practical (e.g. land 
acquisition or construction costs) reasons. 

As projects contained within the ballot measure are completed, additional projects may 
be added if savings are available.  At that point, client departments identify their facility 
needs and put forward a list of prioritized projects.  The Bureau of Engineering conducts an 
assessment of proposed projects and provides cost estimates and its recommendations 
regarding their viability.  These projects are submitted to the bond oversight committee for 
approval, which will consider the merits of the requested projects, including project priority 
and available funding.  The oversight committee then reports on recommended new projects 
to Council and Mayor for adoption.   

There is currently one Physical Plant capital program funded by a GO bond -- Proposition 
O, the Clean Water measure.  Prop O did not set forth specific projects for voter approval; 
rather, projects were identified through a Call for Projects, administered by a Proposition O 
Project Review Committee, comprised of representatives from five City agencies.  The 
Project Review Committee reviewed project submittals using specific selection criteria and 
submitted the results to the AOC and COAC. 

Prop K 

On November 5, 1996, City voters approved Proposition K: the LA for Kids Program.  
This measure created an assessment district that allows the City to collect $25 million per 
year for 30 years from property owners.  Proposition K funds two types of projects: 1) 
projects that were specified in the ballot measure; and 2) projects that are awarded via a 
Council approved competitive grant process every two years.  The measure is overseen by 

PROJECT FUNDING AND APPROVAL NORTHSTAR IV-4



the L.A. for Kids Steering Committee (Mayor’s Office, City Administrative Officer, and 
Chief Legislative Analyst).  

There are two types of neighborhood oversight committees involved in the Prop K 
program.  The LA for Kids Steering Committee is supported by three Regional Volunteer 
Neighborhood committees.  In addition, the Local Volunteer Neighborhood Oversight 
Committees (LVNOC) review the scope and design of competitive grant and Prop K-
specified projects once they are funded, and that submit annual status reports to Council on 
the projects.  There is one LVNOC for each of the 15 Council Districts that reviews 
competitive grant projects and a separate committee for each Prop K-specified project. 

The LA for Kids Steering Committee develops the Proposition K Five-Year Plan that 
includes an expenditure plan for the subsequent fiscal year and funding earmarks for four 
years thereafter.  The RVNOCs develop a preliminary plan based on input from the 
appointing Council Office and City Departments.  The three RVNOCs (Central, Southern 
and Valley) were established by Council to advise the Steering Committee on when 
Proposition K-funded projects should be undertaken.  Each year, RVNOC members review 
specified projects that still need programming and make recommendations regarding the 
timing and prioritization of those projects.  The Steering Committee then considers and 
modifies the RVNOC recommendations as warranted, based on staff input.  The Steering 
Committee then forwards its final recommendations to Council as part of the annual 
Proposition K assessment process. 

MTA Call for Projects 

The Transportation Improvement Program Call for Projects (Call) is a process by which 
the Metropolitan Transportation Authority (MTA) awards anticipated federal, state, and 
regional transportation funds to projects.  The Department of Transportation (DOT) leads an 
interdepartmental task force (including City Council staff, the Mayor’s Office and the 
Department of Public Works) in the preparation of a list of projects in priority order, 
recommended to be included in the application for Call funds to MTA.  The DOT submits 
this for Mayor/Council approval list through the administrative processes.  The MTA 
awards funding amounts for specific projects.  Funding awarded may be only a part of a 
total estimated project cost.  Front and matching funds may be provided in the annual 
Proposition C Fund budget (Transportation Grant Fund Work Program line item), or other 
funding sources.  These funds are allocated to specific projects through an interim report 
that is approved by Mayor and Council. 

DOT works with the Department of Public Works to develop a report to request the 
“Proposition C – Transportation Grant Funds” for active, current projects for front and/or 
match fund purposes.  DOT consolidates these requests into the Transportation Grant Fund 
Annual Work Program Report, which is submitted to the Mayor.   

CIEP 

The Annual Capital Improvement Expenditure Program (CIEP) is submitted by the 
Mayor to the Council as part of the overall Proposed Budget for the next fiscal year.  The 
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Mayor sets a specific budget schedule each year, but the development of the CIEP generally 
starts in the fall and is completed when the Council approves the budget in May.  The City’s 
process to develop the CIEP starts with the submission of project requests by the 
departments.  An overview of the process to develop the CIEP is as follows: 

1. In accordance with the Department Budget Manual, the CAO requests the heads of all 
Council-controlled City Departments for funding requests for the coming fiscal year. 

2. The Departments complete CAO forms request City financing for municipal facilities 
and physical plant projects.  The Departments are to provide justification for the 
projects and assign project priority rankings. 

3. The Department requests for municipal facilities are submitted to both the department 
budget analyst and the CAO’s Municipal Facilities (MF) Group.  The physical plant 
requests are submitted to the special fund analysts and physical plant coordinator in 
the CAO’s Physical Plant (PP) Group. 

4. The CAO MF and PP analysts evaluate the budget requests and follow-up with the 
departments, department budget analysts, and/or special funds analysts to obtain any 
missing information and understand project prioritization.  The analysts will perform 
additional analyses as necessary, and prepare a recommendation for or against a 
project. 

5. Following internal review in the CAO, the CIEP recommendations are submitted to 
the Mayor’s budget staff.  The Mayor’s budget staff may add projects and/or modify 
the CAO recommendations. 

6. The Mayor’s Office may elect to meet directly with certain Department General 
Managers regarding the Departments’ budget requests, including CIEP requests.  The 
CAO may participate in these meetings. 

7. The Mayor’s Office issues the Proposed Budget and the Detail of Department 
Programs, also known as the Blue Book. 

8. The Mayor’s Proposed Budget is considered by the Budget and Finance Committee.  
There is a specific hearing to discuss the CIEP.  The Budget and Finance Committee 
may make changes to the Proposed Budget. 

9. The Budget and Finance Committee submits the Proposed Budget to the full Council 
for approval. 

The CIEP is funded by special funds which are restricted for the construction or 
improvement of permanent facilities and General Fund financing of necessary capital 
improvements for which special financing is unavailable or not eligible to be used.  The 
funds included in the CIEP are listed in Exhibit IV-2. 
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Exhibit IV-2 
CIEP Funding Sources  

Fund (Fund Number/Department) Eligible Uses 
General Fund  Unrestricted uses. 
Special Gas Tax Street Improvement Fund  Used to finance street improvements that are within the public 

right-of-way. Improvements include street widening, 
reconstruction, street maintenance, street resurfacing, restoration 
and rehabilitation (3R), street lights, street trees, etc. Gas Tax 
cannot be used to finance decorative lighting, bus shelter lighting, 
private roads and driveways, or alleys that are not part of the City 
Street and Road System. 

Proposition C Anti-Gridlock Transit 
Improvement Fund  

Used to improve public transit service and operations, reduce 
traffic congestion, improve air quality, efficiently operate and 
improve the condition of the streets and freeways utilized by 
public transit, reduce foreign oil dependence, and supplement 
public paratransit services for senior and disabled persons. 

Local Transportation Fund  Used for the construction of bicycle and pedestrian facilities, 
including engineering expenses leading to construction, right-of-
way acquisition, construction and reconstruction, retrofitting 
existing bicycle and pedestrian facilities, route improvements 
such as signal control for cyclists and bicycle loop detectors, and 
purchase and installation of bicycle facilities such as secure 
bicycle parking, benches and drinking fountains.  

Park & Recreational Sites and Facilities 
Fund  

Used for acquisition and development of park and recreation sites 
and facilities based on: 1) recognition of safety or environmental 
needs; 2) commitment to or coordination of the activities of other 
agencies; 3) additional service requirements for growing areas; 4) 
participation with citizens in the funding of assessment act 
projects; 5) completion or continuation of previously authorized 
work; 6) protection of investment in public works; 7) provision 
of efficient facilities to support on-going operations; 8) 
maximization of grant funds.  

Street Lighting Maintenance Assessment 
Fund  

Used to fund street lighting for rehabilitation and replacement 
projects which are assessable. DWP also funds projects in 
support of new lighting in residential areas. Council and Mayor 
may also authorize the acceptance of funds from other agencies 
in support of implementing new or upgraded street lighting 
systems. 

Special Parking Revenue Fund  Used to purchase, lease, acquire, design, construct, improve, 
operate and maintain public off-street parking facilities and 
parking meters in the City, including parking for City employees, 
and retire bonded indebtedness incurred to fund all or any portion 
of the acquisition and/or construction of public off-street parking 
facilities. 

Stormwater Pollution Abatement Fund  Used to fund flood control, storm drain and storm drainage-
related projects.  

Sewer Capital Fund, WW System 
Commercial Paper A and B Funds) 

Used to fund sewer and sewage-related projects, including but 
not limited to industrial waste control and water reclamation. 

Source:  2007-08 Reappropriation Template 

At the end of the fiscal year, unencumbered CIEP project account balances are 
reappropriated to future years if funding is still required for the approved project.  Funds that 
are no longer needed due to projects being completed, canceled or funded through other 
funding sources remain reverted. 
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MICLA 

In addition to these CIEP funds, the CIEP Blue Book and budget present proposed 
projects using MICLA and for Solid Waste Resources Fee funds which are approved as part 
of the CIEP or through separate CAO reports and Mayor and Council action prior to the 
adoption of the budget.  MICLA funding is primarily used for equipment and municipal 
facilities capital projects.    

MICLA is a non-profit corporation established by the City of Los Angeles in 1984 to 
serve as the lessor in lease-purchase transactions involving the City.  MICLA was organized 
for social welfare purposes within the meaning of Section 501(c)(4) of the Internal Revenue 
Code.  MICLA plays no active role in either the procurement of funds or equipment, but 
must review and approve the projects proposed by the City for financing through MICLA.  
Board members were originally appointed by the Mayor and concurred by the City Council.  

Any existing and new MICLA funds that remain unspent for a period longer than three 
years from the date of availability shall be subject to reversion to pay debt service and/or to 
offset new MICLA projects.  The City Controller and the CAO are authorized to implement 
this Policy and to ensure funds are closed at the appropriate time.  Any exceptions shall 
require Mayor and City Council approval.  Any new MICLA funds remaining unencumbered 
after 18 months from the availability of the bond proceeds shall be subject to reversion and 
such funds may be reallocated for other capital projects with similar useful lives or to pay 
debt service.  The City Controller and the CAO are authorized to implement this Policy and 
to ensure funds are either reappropriated or transferred to the Trustee with the necessary 
administrative approvals.  Any exceptions shall require Mayor and City Council approval. 

C. Findings and Conclusions 

1. The City does not have a citywide process to prepare and present an integrated capital 
project approval and funding program to the Mayor and Council.  The lack of 
coordination and oversight of the municipal facilities and physical plant capital project 
approval processes does not ensure the best use of funds, and presents inefficiencies in 
the process itself.   

• The City has a number of independent processes to prepare and present capital 
approval and funding requests to the Mayor and Council.  These processes are 
generally related to the principal project funding source (GO bonds, Assessments, 
MTA Call for Projects, annual CIEP budget). 

• There are also routine authorizations of interim funding through Council motions and 
the approval of recommendations in the Financial Status and Construction Progress 
reports. (See Conclusion 11) 

• The compartmentalization of the many separate program and interim funding 
approval processes hinders uniform application of project prioritization criteria and 
the determination of the most effective use of funds.  
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- Projects are currently prioritized within each Department/program area, and 
prioritization considerations differ. (See Conclusion 7)   

- The department which serves as the program fund administrator generally is 
responsible for the initial identification of project funding sources.  While the 
CAO’s office works with departments to identify funding sources, it is largely an 
ad hoc process rather than a structured coordinated approach to funding. (See 
Conclusion 4) 

• The current project funding and approval processes require many unique and separate 
reports to the Mayor and Council, with the associated involvement of the CAO.   

2. The identification of funding is largely done at a program or project level, rather than 
from a citywide perspective.  While the CAO’s project review helps to optimize the use 
of funding sources, the silo-effect of independent funding processes does not ensure the 
best use of funds. 

• The Departments are generally responsible for the initial identification of funding 
sources for projects; the CAO analyzes the Departments’ proposals and provides 
recommendations to Council.   

• Elements of the CAO’s review of project funding include:  

- Confirmation of funding availability for the current and future years.  The 
availability of funding for future years depends on the source of funds:  

• For G.O. Bonds, future funding is based on bond issuances as required by cash 
flow.  After all funds have been issued, additional funding may be available 
from estimated interest earnings as well as potential project savings.  

• For property tax assessments, revenue projections are provided by the CAO’s 
revenue group.  

• For MICLA fund availability, the CAO’s Debt Administration group is 
consulted. 

- Determination of whether project cash flow needs may be met within the funding 
timing constraints, determining the appropriate size of debt issuance (for GO 
Bonds) and transferring funds between projects as necessary. 

• MICLA funds must be used within 18 months.   
• Any new MICLA funds which are unencumbered after 18 months from the 

availability of the bond proceeds are subject to reversion and may be 
reallocated to other capital projects with similar useful lives or to pay debt 
service. 

- Confirmation of whether there are special funds available and what other projects 
are vying for that funding source.  Departments may identify special funds in their 
request or the CAO’s Office will match the appropriate funding source to a 
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request (e.g., police facility projects may be eligible for Prop 2 or Prop Q 
funding). 

• When a significant funding source becomes available, a working group is formed to 
coordinate applying for grant opportunities. 

• As shown in Exhibit IV-3, most programs have multiple sources of funding, and 
many “off-budget” programs may receive funding from “on-budget” sources.   

- Only three capital programs are funded by only one source: 

• Animal Shelter Projects (Prop F) 
• Fire Facility Projects (Prop F) 
• Public Safety Projects (Prop Q)  

- Some “off-budget” programs, such as the MTA Call for Projects and Recreation 
and Parks projects use General Fund, MICLA, and other “on-budget” funds for 
front-funding and/or matching funds. 
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Physical Plant – On-Budget                       
Bikeway Projects                       
Eng. and Street Services Projects                       
Storm Water Projects                       
Street Lighting Projects                       
Physical Plant – Off-Budget                       
Prop O -Clean Water Projects                       
MTA Call for Projects                       
Municipal Facilities – On-Budget                       
Deferred Maintenance Projects                       
Office Development                       
Parking Facilities                       
Recreation and Park Facilities                       
Yards and Shops                       
Municipal Facilities – Off-Budget                       
Prop CC - Zoo Bond Projects                        
Prop DD-Library Bond -                        
Prop F- Animal Shelter Projects -                        
Prop F -Fire Facility Projects -                        
Prop G -  Seismic Bond Projects                       
Prop K- Rec and Parks/Cult. Fac                       
Prop Q -Public Safety Projects                       
1 Funding is in the annual budget, but separate from CIEP. 
Source:  City of Los Angeles 2007-08 Capital Improvement Program, Active Project Summary Funding Tables. 

Exhibit IV-3 
Overview of Capital Program Funding Sources 

 



• For projects with multiple funding sources, total project funding is approved by the 
authorized governing body/bodies.  For example, the Zoo Oversight Committee might 
approve a project to be funded by both special funds under its control and the general 
fund.  Council approval would then be necessary for appropriating general funds, 
which could be accomplished by inclusion in the CIEP as part of the proposed budget 
or a separate report to Council containing the Zoo Oversight Committee’s 
recommendations. 

3. The CAO plays a significant role in ensuring that the various “off-budget” capital project 
approval processes consider the adequacy of reported project information; funding 
recommendations, and capacity to deliver the project. 

• MF Group and PP Group analysts are specifically responsible for advising the CAO 
on each of the capital program areas.  The CAO works at the direction of the Mayor, 
and the CAO analysts generally facilitate on-going activities and analyses and 
perform a quality control review for Department’s project and funding requests. 

• In most cases, GO Bond projects are ultimately approved by the voters with the 
passage of the measure.  While the CAO is not involved in the initial identification of 
projects funded by GO Bonds, it is typically involved in determining the scope of the 
GO bond measure that is placed on the ballot.  Ultimately, the Mayor and Council 
determine the scope and cost of each GO Bond measure placed before voters.   

- The CAO generally becomes involved with GO Bond after the development of a 
master facilities plan or study after the Mayor and Council acknowledge an 
interest in pursuing a GO Bond measure following the preparation of a master 
facilities study. 

- The CAO will first typically work with the client department and other 
departments such as General Services and Bureau of Engineering to determine the 
costs of the full scope of a potential GO Bond issuance.  Subsequently, the CAO 
will work with the client department and key staff of Mayor and Council to 
determine a viable scope that could likely be placed before and approved by the 
voters.   

• Typical CAO responsibilities pertaining to project funding and approval for on-going 
GO Bond capital programs include the following: 

- Working with the departments responsible for fund administration (e.g., the 
Bureau of Sanitation) and project delivery (e.g., Bureau of Engineering). 

- Staffing Administrative Oversight Committee and Citizens Oversight Committee 
meetings. 

- Working with the departments and the BOE to determine cash flow needs for the 
year and determining amount of debt to be issued and identify other funding 
sources. 
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- Monitoring sources of funds (debt issued at various dates) and making 
recommendations to reallocate funds between projects. 

- Reviewing monthly reports with focus on schedule and cash flows. 

• The CAO responsibilities for Prop K projects are similar to its GO Bond 
responsibilities, but include working with community volunteers and the review of 
proposed projects.  A simplified overview of CAO involvement in Prop K funding 
and approval process is given below: 

- The CAO analyst provides administrative and analytical support for the meetings 
of volunteer neighborhood oversight committees which identify some of the 
potential projects. 

- The Prop K Steering Committee, which includes the Chief Administrative 
Officer, reviews projects identified through the volunteer process, as well as 
projects identified by the Department of Recreation and Parks (the fund 
administrator).  The  CAO analyst provides administrative and analytical support 
to the Prop K Steering Committee 

- The CAO analyst prepares a report for the Steering Committee which addresses 
the constructability of the projects and whether the dollars can be spent in 
accordance with fund deadlines and other constraints.  The analyst may 
recommend the reallocation of funds. 

- Following receipt of the CAO report, the Steering Committee submits the Prop K 
Assessment Report to the City Council for approval.  The report the Proposition K 
five-Year Plan that includes an expenditure plan for the subsequent fiscal year and 
earmarks for four years thereafter.. 

• The CAO staff reviews the MTA Call for Projects for project readiness and funding 
availability.  An overview of the process is as follows: 

- As previously explained, through the Call for Projects process, the MTA awards 
funding for specific projects submitted by the City. Funding awarded may be 
only a part of a total estimated project cost.   

- Front and matching funds for the MTA Call projects may be provided in the 
annual Proposition C Fund budget (Transportation Grant Fund Work Program 
line item).  These funds are allocated to specific projects through the 
Transportation Grant Fund Annual Work Program Report that is approved by 
Mayor and Council. 

- The DOT works with the Department of Public Works to develop the 
“Proposition C – Transportation Grant Funds” for active, current projects for front 
and/or match fund purposes.  DOT consolidates these requests into the 
Transportation Grant Fund Annual Work Program Report.  

- The “Proposition C – Transportation Grant Work Program” report is transmitted 
to the Mayor, who refers the report to the CAO for recommendations.  
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- The CAO staff reviews the requests for available funding, project readiness, 
verifies amount of funds needed, and prepares a report of recommendations.  

- The CAO’s report is transmitted with DOT’s report back to the Mayor.  The 
Mayor then transmits the report to City Council where it is heard in the 
Transportation Committee before being acted on by full Council. 

4. The CAO reviews of the Departments’ annual CIEP project requests help to ensure the 
appropriate determination of project needs, funding requirements and funding sources for 
the upcoming budget year.   

• The Municipal Facilities Group and Physical Plant Group have an assigned CIEP 
analyst. 

• As explained in the background section of this chapter, the Departments submit CIEP 
project requests to the Municipal Facilities Group and the Physical Plant Group.  The 
Departments are responsible for the initial project prioritization and the identification 
of funding sources.  The CAO analysts verify funding sources and may work with a 
Department to determine the appropriate split of funding for a project. 

• The CIEP analyst reviews the merits of proposed projects by considering some or all 
of the parameters listed in Exhibit IV-4.  The CAO is currently developing capital 
improvement procedures which may impact those activities.  (See Conclusion 13 for 
additional discussion of CAO’s development of capital improvement procedures).  
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Exhibit IV-4 
Typical CAO CIEP Analyst Review Activities 

1. Perform a site visit to verify field conditions, including proposed new site, if applicable. 
Site visits are arranged with the user department, BOE, GSD, and others in order to evaluate whether 
to buy, lease, or build a facility and determine feasibility, project scope, costs and any other relevant 
factors.  Site visits are performed when necessary and time permitting.   

2. Determine whether the project meets the five prioritization criteria listed in the Blue Book.  
The CAO analyst may request BOE to conduct a preliminary analysis to determine whether health and 
safety improvements, modifications to meet state or federal laws, or other priority improvements are 
required. 

3. Determine the availability special funds available and what other projects are vying for those 
funds. 
Departments may identify special funds in their request or the CAO’s Office will match the 
appropriate funding source to a request (e.g., police facility projects may be eligible for Prop 2 or Prop 
Q funding). Funding requests are submitted to special fund analyst who reviews funding requests in 
context of other special fund funding requests and funding availability. 

4. Compare the project to other new and existing projects in terms of need, funding, and timeline,  
Comparison of proposed projects to past and current projects might the review of costs and the 
timeline for design and construction to determine whether estimates are realistic and feasible. 

5. Determine whether there are similar or overlapping projects underway. 
As projects are proposed to address specified needs (e.g., increased staffing, renovation of obsolete 
facility), the analyst first determines that no current or proposed projects are addressing these needs. 

6. Determine whether the request represent the continuation of an existing project or program? If 
so, is additional authority required in the next fiscal year. 
Projects may be phased to address immediate and long-term needs separately. Phased projects require 
continuing funding to remain on schedule (e.g., Figueroa Plaza Capital Program). The decision to defer 
funding would require increased funding for subsequent fiscal years 

7. If the request represents a new project or program, determine whether Council approved the 
program or is the new program being recommended for inclusion in the proposed budget. 
The CAO analyst would consult the liaison budget analyst for any information on Department 
program, including whether it has been approved by Council and, if not, whether it will be included 
under the proposed budget. 

8. Determine the impact of not providing the funding.  
The Department, liaison budget analyst and physical plant coordinator may be consulted to identify 
any adverse impacts of not funding a proposed capital improvement project. 

9. Assess the project timeline and how does that affect the request.  
The department, liaison budget analyst, or BOE may be consulted to determine project timeline. 
Projects with long timelines may not require immediate (or full) funding. 

10. The analyst may also request that the Bureau of Engineering review the request and provide a 
rough order of magnitude estimate as well as an estimated timeline for the project.  
For municipal facilities projects, the BOE is consulted to determine rough order of magnitude or 
timeline.  As the BOE is usually the project sponsor for physical plant projects, this information is 
provided with the original submission. 

11. Determine the total amount of funding expected to be available for that funding source both in 
the proposed budget and future year budgets, if project required multi-year funding. 
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5. Project prioritization categories are detailed in the Blue Book; however, these priorities 
are not utilized uniformly by the departments, the CAO, and the City.  The City cannot 
ensure that limited capital funds are directed to the most important areas of need without 
a consistent prioritization scheme that addresses the various merits of each capital 
project. 

• The use of an accepted and approved prioritization system is a CIP best practice 
identified in NorthStar’s survey.   

• As documented in the Blue Book, new capital projects are classified in different 
categories, which are ranked in priority order.  Projects may qualify under multiple 
categories.   According the to CAO, as funding is limited, most new projects typically 
fall under prioritization categories 1 through 3. 

Exhibit IV-5 
CIEP Project Prioritization Categories 

1. Projects that eliminate or mitigate health and safety hazards to City employees of the 
public (landfills, asbestos removal, toxic waste).  

2. Projects that are federal, State, or otherwise legally-mandated  
3. Projects that may have been previously designed and are ready for construction; projects 

that will have an immediate payback or are fee supported; or projects that cannot be 
postponed  

4. Projects that improve work site efficiency or projects that have high benefit but could be 
postponed  

5. Projects that are highly desirable, but optional.  
Source:  2008-09 Detail of Department Programs (Blue Book), page 747. 

• The actual project prioritization process often includes criteria not specified in the 
Blue Book, such as the ability to leverage general funds or MICLA funds with grant 
money.  According to the CAO, additional considerations for project prioritization 
include:  

- Active construction projects that require gap funding.  

- Project eligibility for special funding.  

- Political desirability, as specified by Council or Mayor.  

• The 2008-09 CAO requests for department CIEP funding requests do not provide the 
departments with the Blue Book prioritization scheme. 

- The Municipal Facilities request states that “All project requests will be evaluated 
based upon their ability to meet the Mayor’s budget priorities,” but does not list 
these priorities. 
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- The Physical Plant request does not reference a list of priorities or prioritization 
criteria although the request states that priority should be given to funding for 
continuing phases of previously awarded projects and right-of-way commitments.  

• Both the Municipal Facilities and Physical Plant requests state that priority should be 
given to the continuation of on-going projects. 

- The Municipal Facilities request states that “Departments are …encouraged to 
give priority to projects that are already in progress and nearing completion.” 

- The Physical Plant request states that “Priority should be given to funding for 
continuing phases of previously awarded projects and projects with right-of-way 
commitments.” 

• It is not clear that the departments prioritize their projects in accordance with the 
categories outlined in the Blue Book.  For example, in a July 9, 2008 letter to the 
Board of Recreation and Park Commissioners the General Manager of RAP outlines 
the following prioritization criteria, which differ are not the same as the categories 
listed in the Blue Book:  

1) Recognition of safety or environmental needs;  
2) Commitment to or coordination of the activities of other agencies;  
3) Additional service requirements for growing areas;  
4) Participation with citizens in the funding of assessment act projects;  
5) Completion or continuation of previously authorized work;  
6) Protection of investment in public works;  
7) Provision of efficient facilities to support on-going operations; 
8) Maximization of grant funds. 

6. Artificial limits on communication between the CAO and departments regarding priority 
assignment and/or changes in project priorities and project selection impede effective 
decision-making in the CIEP development process.  CAO Analysts coordinate with 
departments to obtain additional information on project scope, funding and budget, but 
consider recommendations to the Mayor’s Office “confidential”.   

• The Assistant CAO’s annual memo regarding budget preparation directs the CAO 
staff not to talk with departments on aspects of the Mayor's Proposed Budget during 
budget development:    

“Analysts are reminded that the Mayor’s Proposed Budget is confidential until 
authorized for release by the Mayor…  All discussions with the Mayor’s Office, 
recommendations made by this Office to the Mayor, and instructions from the Mayor 
to this Office are not to be discussed or shared with Departments or Council staff 
without the consent of the Mayor’s budget staff.” 

• Departments meet with the Mayor to review annual capital budgets prior to 
submission to the City Council.  However, it does not appear that there is any formal 
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feedback or reconciliation of project priorities between Department-CAO-Mayor’s 
Office. 

7. The CIEP tables in the City’s approved budget are confusing as the totals include 
programs that are not approved through the annual CIEP process.   

• In the approved budget, the tables showing the budget appropriations for the CIEP–
Municipal Facilities and the CIEP–Physical Plant include amounts for “off-budget” 
funding.  While the tables note that these funding sources are “for informational 
purposes only,” the inclusion of these “off-budget” funding amounts in the CIEP 
program totals is confusing. 

• The Blue Book (Detail of Department Programs) provides separate totals for the 
CIEP funds (General fund and Special funds) and other funds shown for 
informational purposes (GO Bonds, MICLA-issued financing, Solid Water Resources 
Revenue Fund, and Funding for the Los Angeles River Revitalization Programs).    

8. The CAO does not determine whether a significant amount of funding decisions occur 
outside the annual budget process.  The frequency and dollar amount of interim funding 
is unknown.  While information regarding interim funding amounts is available on a 
project-by-project basis, the CAO does not report interim funding amounts.   

• There are routine authorizations of interim funding outside the annual CIEP budget 
cycle.  Principal processes for interim funding include:  

- Council Motion 

- Financial Status Report (FSR) – The CAO prepares quarterly FSR which details 
the City’s financial condition.  It also makes recommendations regarding transfers, 
reappropriations, and other budgetary adjustments. 

- Construction Project Report (CPR) – The CAO prepares the quarterly CPR which 
recommends funding adjustments to necessary to continue uninterrupted progress 
of municipal projects.  The transactions include projects in the CIEP, GO bond-
funded projects, and General Services Department construction projects.    

• The CAO’s involvement in the review of interim funding requests varies.  The CAO 
staff explains that many interim funding requests are approved via motion. “Our 
Office is generally instructed in the motion to work with departments on finding 
additional funds. However, the involvement of this Office routinely varies from no 
involvement to significant involvement.  This can be dependent upon the Council 
Office and the Chief Legislative Analyst.” 

• In certain instances, interim funding involves the use of project savings to finance 
other projects.  The CAO staff also points out that “our office generally discourages 
interim requests that reprogram savings or funding from delayed projects.  We advise 
Council that the funds should go back to the general pot for budgeting.  Our advice is 
not always followed.”  
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• The CAO is unable to track interim funding amounts.  Due to limitations of the City’s 
Financial Management System, there is no simple way to identify the frequency and 
dollar amount of interim funding for capital projects.  It is necessary to review 
individual Council motions to identify interim funding approvals. 

9. The City is not committed to a multi-year capital improvement program plan largely 
based upon the belief that because the current City Charter calls for an annual capital 
expenditure budget, funding cannot be approved for more than one year.  Departments 
must request project funding each year for multi-year projects and are encouraged to give 
priority to on-going projects.  The requirement to effectively re-justify on-going projects 
leads to potential project abandonment and wasted investment. 

• CIEP funding is provided based on the anticipated needs for the year.  The CIEP lists 
annual amounts.  The amounts in CIEP could be full funding, funding supplemental 
to off-budget funding, or front-funding for a project.  Unencumbered dollars are 
reappropriated at the end of the fiscal year. 

• It is necessary to re-justify projects that are already underway if additional funding is 
required.  According to the CAO, “A funding request is required to ensure that 
changes to project scope, estimates and timeline are known and can be dealt with in 
the context of the CIEP budget development.”  Either the requested amount must be 
justified or, in cases where the project has not started or is in design or pre-design 
phase, the entire project cost estimate may be re-justified since there may be changes 
to scope, construction costs, or timeline.   However, the CAO’s annual direction to 
departments takes a broader approach to budget requests: 

- The 2008-09 Physical Plant CIEP budget request memo states: 

“The requested funding must represent total anticipated expenditures for 
each project during the 2008-09 Fiscal Year and should not assume 
reappropriation of 2007-08 appropriations.  The requests should also 
represent a program that can realistically be delivered based on current 
staffing levels and project readiness.  Priority should be given to funding 
for continuing phases of previously awarded projects and projects with 
right-of-way commitments.” 

- The 2008-09 Municipal Facilities CIEP budget request memo states: 

“Departments are also encouraged to give priority to projects that are 
already in progress and nearing completion.  Departments are advised to 
discuss the budgetary impacts of their proposals with their budget analyst 
and to consider all requests for funding in the context of their overall 
facility needs over the next three to five years.” 

• MICLA-funded projects receive their funding authority at the time they are approved.   

- For short term financing, the funds are “drawn-down” through a line of credit that 
has been established using commercial paper, a short-term debt financing 
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mechanism.  Once provided, unspent MICLA monies are not reverted, but remain 
in their original fund and account.  First priority for MICLA funds that are no 
longer needed for MICLA projects is to pay down debt service.  Additionally, 
City policy is that any MICLA money (not authority but actual money) over three 
years is swept to pay debt service.  Actual monies are provided when invoices are 
submitted to the CAO for payment. MICLA provides both short term (commercial 
paper) and long term (permanent) financing.  

- MICLA permanent financing is secured through the issuance of bonds.  MICLA 
permanent financing provides for a longer repayment period (7 to 10 years).  
Bonds may be issued to refinance previous MICLA commercial paper 
expenditures into long-term debt or to fund new capital projects or equipment 
purchases.  Debt is incurred with the bond issuance, in advance of any 
expenditures.  Once debt is issued, the funding is readily available.   

10. The Reappropriations Report provides the Controller’s Office with the estimates of 
reversion amounts so that it has the necessary information to reappropriate the remaining 
uncommitted balances into the next fiscal year.  The actual reappropriation amounts are in 
FMIS but not tracked and reported.   

• The CIEP budgeted amount does not represent all dollars available to be spent in a 
year.  The amount available to be spent in a year consists of the CIEP amount, plus 
funds reappropriated to active project accounts, plus encumbered project balances 
from prior years.  

• At the end of the fiscal year, unencumbered CIEP project account balances are 
reappropriated to the next year when funds are needed to complete projects.  Off-
budget and MICLA funding do not require reappropriation actions by Council and 
Mayor because the funds do not revert.   

• Towards the end of the fiscal year, the CAO prepares the annual Reappropriations 
report based data submitted by the Departments.  The Departments are instructed to 
only include those projects that have construction contracts to be awarded in the next 
year or have right-of-way funding needs and are not included in the CIEP proposed 
budget in order to help prevent the build-up of appropriations for which there is 
insufficient cash. 

• The CAO verifies the reappropriations data from the Departments by reviewing the 
status of projects, including contacting departments and council offices as necessary.  
The CAO also reviews fund balances to verify funding is available to cover 
reappropriations. 

• The Reappropriations Report is prepared before the close of the fiscal year and contains 
estimated reversion and reappropriated amounts.  (Estimated reversion amounts 
represent funds that are not longer needed due to projects being completed, canceled or 
funded through other funding sources.)  The Reappropriations Report provides the 
Controller’s Office with the estimates of reversion amounts so that it has the necessary 
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information to reappropriate the remaining uncommitted balances into the next fiscal 
year. 

• The actual reappropriation amounts are not tracked.  The Controller’s FMIS reflects the 
actual amounts after the CIEP Reappropriation Report is processed.  To obtain the 
actual reappropriation amounts it would be necessary to reconcile the amount in the 
FMIS reports before and after action on the reappropriation report. 

11. There is little relationship between the first year of the City’s five year CIP Report and its 
CIEP.  This is in contrast to one of the best practices identified in NorthStar’s survey, 
which requires that an entity’s annual capital budget be directly related to the first year of 
its capital improvement plan.  An entity’s capital improvement program is generally used 
to develop its annual capital budget.   

• The CIEP only contains “on-budget” projects are funded by the City’s General Fund 
and other special funds are that are controlled by the Mayor and Council.   

• The CIEP annual amounts cannot be reconciled to the annual amounts included in the 
CIP due to several factors, including interim funding approvals and data inaccuracies 
due to the inability to export data from automated systems.  Exhibit IV-6 provides 
comparison of the annual “on-budget” fund amounts in the 2007-08 CIP and the 
approved CIEP for fiscal years 2006-07 and 2007-08.  The 2007-08 CIP includes data 
for previous years to provide information on capital projects in the years the CIP was 
not issued. 

Exhibit IV-6 
Comparison of General Fund and Special Fund Amounts in CIP and CIEP 

(Dollars in Thousands) 
2006-07 2007-08 FUND 

CIP CIEP Diff. CIP  CIEP Diff 
General Fund (Municipal Facilities) 10,171 20,745 (10,574) 825 505 320 
General Fund (Physical Plant) 266 9,620 (9,354) 1,000 560 440 
Local Transportation Fund 8,953 4,060 4,893 6,808 4,670 2,138 
Park and Recreational Sites and 
Facilities 763 2,550 (1,787) - 2,400 (2,400) 
Proposition C Anti-Gridlock 
Transit Improvement Fund 11,681 495 11,186 24,760 1,514 23,246 
Special Gas Tax Street 
Improvement Fund 9,179 16,706 (7,526) 12,164 6,028 6,136 
Special Parking Revenue Fund 15,658 13,027 2,631 80 21,080 (21,000) 
Stormwater Pollution Abatement 
Fund 3,920 3,600 320 445 445 - 
Street Lighting Maintenance 
Assessment Fund  6,500 7,500 (1,000) 4,655 4,405 250 
Source: 2007-08 CIP; 2007-08 Approved Budget; 2006-07 Approved Budget; NorthStar 
Analysis and CAO Response  
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• The CAO provided the following explanations for the discrepancies. 

- The CIP Book includes on- and off-budget projects and in some cases, they are 
funded with the same funding sources as in the CIEP. 

- The CIEP amounts shown in the above table reflect the funding allocations as of 
budget adoption. The amounts do not include interim changes. 

- Since the CIP Book captured prior years’ data retrospectively, estimated 
reappropriations might have inadvertently been captured in the subsequent fiscal 
year.  In addition, funding could have been adjusted for reversions since 
departments were reconciling to the latest project cost. 

- The CIP Report acknowledged that the data is not 100 percent accurate and that 
the data would continue to be refined in subsequent reports.  Unfortunately, the 
FMIS is an old system with limited capabilities and data cannot be exported from 
this system into the database.  Furthermore, the FMIS cannot be queried to 
identify the various funding sources for a project.  Anytime data is manually 
entered into another system, especially when there is large quantity of data 
inputted retrospectively, there will inevitably be discrepancies.  Ideally, if we 
were able to electronically import information from FMIS, there would be fewer 
discrepancies. 

12. The current CIEP process differs from the process outlined in the City’s Administrative 
code; however these differences have little significant impact. 

• The Los Angeles Administrative Code (Admin Code) outlines Capital Improvement 
Expenditures policies and procedures.   

• For the most part, the City’s current process to develop the CIEP conforms to the 
Admin Code.   There are minor differences as listed below. 

Exhibit IV-9 
Differences between CIEP Process Outlined in the  

Los Angeles Administrative Code and the City’s Current Process 
Admin Code 

[Emphasis added to highlight differences] Current Process 

a) In accordance with instructions issued by the CAO, each 
department officer compiles a list of capital improvement 
projects, other than special assessment projects.  The department 
officer arranges the projects to be in descending order of priority 
with the first or highest priority being assigned to those projects 
which are so urgently needed and further delay will be 
detrimental to the best interests of the City.

As outlined in the Blue Book, the highest 
priority projects are “Projects that 
eliminate or mitigate health and safety 
hazards to City employees or to the 
public (landfills, asbestos removal, toxic 
waste). 
 

b) The departments submit the priority lists to the CAO, together 
with other data specified in the CAO’s instructions.  The CAO 
lists all physical plant and operating plant projects in the 
departmental priority lists and prepares copies of the list for 

The departments’ priority lists are not 
distributed to the Mayor and Council 
prior to the CAO’s review. 
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Admin Code 
[Emphasis added to highlight differences] Current Process 

distribution to the Mayor, each member of the City Council, and 
other interested officials

d) The tentative capital improvement expenditure program shall be 
submitted by the Director of the CAO to the Public Works 
Committee, not later than February 15 of each year as requested 
by the Chairman of said Committee. 

The tentative CIEP is submitted to the 
Mayor’s Office rather than the Public 
Works Committee. 

e) On or before April 20, the Public Works Committee shall submit 
to the City Council for consideration in the budget process its 
recommendations as to final priorities for physical plant projects, 
municipal facilities and wastewater projects and including an 
item of approximately five (5) to ten (10) percent of the total 
funds available for capital improvements, as an appropriated item 
for “Contingencies.” 

The Mayor’s Office puts forth the 
Proposed Budget for consideration by 
the Budget and Finance Committee, 
which then submits the budget to 
Council. 
 
The Physical Plant budget includes a line 
item for “Contingencies”.  The 
Municipal Facilities budget does not 
include a line item for contingencies; 
howver, contingencies are included in 
individual project budgets.

i) If the amount appropriated for construction purposes has not 
been encumbered on June 15th of each fiscal year, the Controller 
shall submit to the CAO a list of such projects and the respective 
unencumbered balances of their original appropriations. After 
investigation and review, the CAO shall recommend to the 
Council the re-appropriations as of July 1 of such amounts for 
any of the projects listed as he deems advisable and such 
recommendation shall be recorded as a memorandum 
encumbrance on the books of the Controller until the Council 
shall have adopted and the Mayor shall have approved such re-
appropriations. 

The Departments submit data to the 
CAO regarding project reappropriations 
and encumbrances. 

Note 1:  The Admin Code refers to the Office of Administrative and Research Services, the previous name for 
the CAO. 
Source:  Los Angeles Administrative Code, Division 5 Finance, Chapter 3, Capital Improvement Expenditure 
Program and Procedures, Section 5.44, Development of Program.   
 
13. There are no formal documented procedures regarding the development of the capital 

improvement plan and/or capital improvement budget.  The CAO has been in the process 
or developing a capital improvement policy for over a year. 

• The CAO is currently in the process of developing capital improvement procedures.  
This effort has been on-going for over a year.  The Construction Projects Report 
dated January 8, 2008 states” “Our office continues to work on the Capital 
Improvement Policies and Procedures.  We distributed a draft of the policy several 
months ago, and held a citywide meeting of stakeholders, and received feedback on 
the policy.  The final draft in currently under review and will be released this month.” 

• The draft Infrastructure Improvement Policy dated October 6, 2008  recognizes the 
need for a capital improvement plan: 
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“It is the policy of the City of Los Angeles that a comprehensive 
Infrastructure Improvement Plan be implemented and maintained to 
ensure that the City’s critical infrastructure is planned, financed, 
developed, and maintained in a logical and cost effective manner for the 
benefit of the public.” 

The purpose of the draft policy is to create a policy for establishing the governance 
structure for infrastructure projects and assessing the current status of the City’s 
infrastructure, including the methodology for the review and priority of infrastructure 
projects, proactive management of deferred maintenance, and evaluating and 
reporting on the cost effectiveness and efficiency of infrastructure projects.   

D. Recommendations 

1. In concert with the development of a multi-year capital improvement program (See 
Recommendation 1, Chapter III) the CAO should develop a capital project funding and 
approval process that addresses all municipal facilities and physical plant projects.  The 
City should establish an oversight organization to review all projects, in light of the needs 
to be met, available funding and prioritization criteria, and make recommendations for 
projects to be approved by the Mayor and Council.  The capital budgeting process should 
be directly linked to, and flow from, the multi-year capital improvement plan.  The 
capital budget should include projects from all funding sources, but should clearly 
indicate the funds which are approved during the City’s annual budget cycle.   

2. As recommended in Chapter III, the CAO should establish uniform criteria to prioritize 
all capital projects.   

3. Revise the capital budget tables in the City’s approved budget and Blue Book to include 
capital projects from all funding sources, and clearly indicate the various funds and 
provide totals for special funds included in the City’s annual budget and the “off-budget” 
funds. 

4. The CAO should determine the possibility of tracking interim funding amounts at a fund 
level on an on-going basis in order to know actual sources and uses of capital project 
funds.  If there is no simple way to obtain this data on an on-going basis, the CAO should 
obtain data on the frequency and amount of interim funding over the past three fiscal 
years to determine whether interim funding amounts are significant and whether a 
methodology should be developed to track these amounts. 

5. The CAO should track actual expenditures and compile routine budget variance reports at 
fund level to obtain basic information regarding the effectiveness of the capital budgeting 
process and the accuracy of the project cost estimates. 

6. The CAO should expedite the issuance of its capital improvement policy and related 
implementation procedures.  The procedures should reflect the recommendations made in 
this audit report.  As it develops these procedures, the CAO should strive to comply with 
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the Capital Improvement Expenditure Program Funding Policy outlined in the City’s 
Financial Policies.  Following the issuance of the capital improvement policy, the CAO 
should take steps to revise the Administrative Code to reflect the revised CIEP process. 
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V. CIP PRACTICES SURVEY 

This chapter provides an overview of capital improvement program development practices 
which were identified through NorthStar’s survey of ten municipalities.  Through this research, 
NorthStar identified best practices for consideration by the City of Los Angeles.  The practices 
identified are not intended to reconstruct the capital planning and budgeting elements stipulated 
in the City Charter and the City Administrative Code, but to improve the management practices 
under the control of the CAO and the Council-Controlled Departments to add accuracy, 
accountability, and clarity to the final CIP process. 

This chapter provides an overview of the survey results.  A detailed description of the survey 
and the interview summaries for each municipality are provided in Appendix B.   

A.   Overview of Survey Results 

NorthStar surveyed ten municipalities with characteristics similar to Los Angeles.  Selection 
criteria included: 

• Large municipality with many departments involved in the capital improvement program 
development. 

• Similar revenue sources. 

The survey addressed the principal issues in the development of a municipal capital 
improvement plan, including the city governance, organizational responsibilities, funding 
processes, and the processes used to develop the program. 

An overview of the survey results is shown in Exhibit V-1.  Significant findings are as 
follows: 

• There is significant variation in the time periods addressed by the CIP, ranging from five 
to ten years. 

• There is also considerable variation whether all projects in the CIP are funded.  Some 
municipalities, such as San Jose and Seattle, only include funded projects in the CIP; 
other municipalities, such as San Francisco and Las Vegas include unfunded projects, but 
only include funded projects for the first year of the CIP. 

• Two cities (Albuquerque and San Francisco) have established CIP or Capital Planning 
Committees. 

• Dallas is unique in that its proposed projects and required funding (GO Bonds) are 
submitted to the voters every three years.  The CIP only contains projects in the approved 
GO bonds. 

• For many cities, the first year of the CIP matches the annual capital budget. 
• Las Vegas recently made significant changes to its CIP development process to increase 

the focus on projects in future years.   
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Exhibit V-1 
Overview of Survey Results 

Municipality Period 
(Years) 

# Years 
Funded Frequency Key Findings 

Albuquerque, NM 10 2 Biennial • CIP Committee responsible for recommended CIP presented to Mayor 
• Funds allocated to departments based on needs assessments. 
• Prioritization criteria outlined in Council resolution at start of planning 
• Approved CIP and bond funding requests on ballot 

Anaheim, CA 5 1 Annual • City general master plan updated every 10 years. 
• Integrated financial planning system. 

Dallas, TX 3 3 Every three 
years 

• Three year bond cycle.   Departmental needs assessment for every bond cycle 
• Bonds are segmented and associated with a group of projects for to vote on funding. 
• CIP only contains projects in approved GO bonds. 

Denver, CO 6 2 Annual • Integrated database management system to develop CIP. 
Las Vegas, NV 5 1 Annual • Recently changed CIP process to include future years. 

• Capital budget and first year of the CIP are identical. 
• Funds from all sources are aggregated into one budget, appropriated based on fund requirements. 

Phoenix, AZ 5 5  
(program 

level) 

Annual • Integrated database management system to develop CIP. 
• Programs largely funded by voter-approved bonds.  Departments develop master plans on a 

regular basis to identify all needs, funded and unfunded. 
San Francisco, CA 10 1 Annual • Has Capital Planning Committee 

• One year capital budget matches the CIP. 
• CIP approved one month before the budget. 
• Different criteria for cash and debt funding. 

San Jose, CA 5 5 Annual • CIP contains only funded projects. 
• Extensive planning products support the CIP. 
• Annual capital budget represents amount to implement the CIP in the coming year. 
• General fund used solely for projects for which there is no other dedicated revenue source. 

Seattle, WA 6 6 Annual • Capital budget and the first year of the CIP are one and the same. 
• Budget and CIP adopted simultaneously. 
• CIP prioritized based on 20-year comprehensive plan 

Tucson, AZ 5 2 Biennial • First 2 years of CIP adopted in City’s budget. 
• Issued first ten-year Financial Sustainability Plan in 2006. 
• Project O&M costs must fit within forecast O&M budget to be included in CIP. 

 

 



B.   Summary of Best Practices 

NorthStar used the results of its survey of ten municipalities to identify best practices for the 
development of CIPs.  The following evaluative criteria were used to identify best practices 
which pertain to development of a CIP for the City of Los Angeles: 

• The practice mitigates a common management issue or problem. 
• The practice mitigates a problem exhibited in Los Angeles as a result of our research. 
• The practice is transferable to the City of Los Angeles. 

1. The CIP document provides a comprehensive description of the planning process in 
addition to a list of planned capital projects. 

The effective presentation of a CIP provides City Officials and personnel, residents, and 
other stakeholders with a clear understanding of the key elements of the planning process and the 
bases for project funding and approval.  The CIP document typically includes descriptions of the 
following elements: 

• Products developed to support the CIP 
• CIP Development Process 
• Directives or governing assumptions 
• Prioritization Structure 
• Context or uses of CIP in relation to other City documents (budget) 
• Status of previous year’s capital improvements 
• Funding Sources 
• Current municipal financial conditions 
• Legend to reading the CIP 
• Approval Process 

2. The CIP development process is periodically re-assessed. 

CIP coordinators with the most effective development processes continually reassess the 
efficiency of the process and the quality of the final product.  They evaluate the information 
collected, how it is collected, how it is stored, the schedule, the review process, and the problems 
encountered during the approval process.   

3. The CIP contains well-defined project scopes and estimates. 

The CIP serves as a plan of municipal projects. Poorly defined scopes may lead to low 
estimates and underfunding of the plan.  Confidence in City Management deteriorates when 
“promised” projects are not delivered due to “overruns” on other projects.  CIP coordinators 
have developed processes so that projects are entered into the CIP not as place holders with order 
of magnitude estimates, but as detailed projects with defined scopes and engineering-based 
estimates.  One CIP coordinator requires that all projects be analyzed by an estimating group in 
Public Works. 
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4. The CIP displays both funded and unfunded projects. 

There are often projects that are not funded due to fiscal constraints and municipal priorities.  
While projects may not be funded, the need for the project does not cease to exist.  Including 
unfunded projects in the CIP directs attention to financial constraints and the competition for 
limited dollars, and precludes the possible assumption that a project has been overlooked or 
disregarded by City Planners.   

5. An integrated system or database is used for CIP development. 

The use of an integrated database leads to increased efficiency and accuracy in the CIP 
development process.  The use of an integrated database allows the submitting departments to 
input projects, the financial analysts to input funding levels and revenue forecasts, and the CIP 
coordinator to view real time progress and coordinate with the departments on a project-by-
project basis.  With reduced manual data entry, the possibility of losing or mis-entering data is 
decreased, and there is more time available to analyze and review projects. 

6. The CIP is directly related to the capital budget. 

The capital budget and the CIP are closely related.  The CIP is a plan that matches the City’s 
major capital needs with its financial ability to meet them.   As a plan, the CIP is subject to 
change.  However, a sound and reliable CIP is a crucial element in maintaining the financial 
health of a City.  The inclusion of a project in the CIP shows the intent to include that project in 
the Annual Budget in the appropriate year(s).   

The “legal” status and use of the CIP varies from municipality to municipality.  Some cities 
develop the CIP and the first year of the approved CIP by City Ordinance becomes the annual 
capital budget.  Other cities utilize the CIP as a plan to support the annual budget, and any 
discrepancies between the CIP and the annual budget are mitigated by approving the CIP and the 
budget at the same time.  Finally, other municipalities approve the CIP and its funding sources 
by the voters simultaneously. 

7. CIP is based on approved planning products. 

Comprehensive municipal planning processes and needs assessments are critical to meeting 
the long-term city infrastructure needs and optimizing limited capital resources.  Objective 
planning processes which are used consistently provide meaningful support to capital 
expenditures and are less susceptible to external pressure.   

Effective CIPs are based on needs assessments of current facilities and the impacts associated 
with growth.  Departmental plans can then be coordinated into an integrated municipal master 
plan that provides a statement of the future of the City.  The CIP in turn is an instrument to 
implement the established and accepted Municipal Master Plan. 
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8. City has an accepted and approved prioritization system. 

Prioritization systems vary greatly in design and level of complexity.  The best prioritization 
systems have the following attributes: 

• Numerically scored 
• Based on City Master Plans or Executive Directives 
• Matrix based where points are awarded across categories or components 
• Risk assessment 
• Consistent over the period required to implement the CIP 
• Clearly articulated and understood by all participants in the CIP development and 

approval process. 

Additional References 

In addition to the best practices identified through the survey, the following references 
provide perspective on CIP best practices:   

• A. John Vogt, Capital Budgeting and Finance: A Guide for Local Governments, 
(Washington, D.C.: International City/County Management Association, 2004). 

• National Advisory Council on State and Local Budgeting, Recommended Budget 
Practices: A Framework for Improved State and Local Government Budgeting (Chicago: 
GFOA, 1998).  

• Patricia Tigue, Capital Improvement Programming: A Guide for Smaller Governments 
(Chicago: GFOA, 1996). 

• Nicole Westerman “Managing the Capital Planning Cycle: Best Practice Examples of 
Effective Capital Program Management,” Government Finance Review 20, no. 3 (June 
2004). 

• Government Finance Officers Association (GFOA) Recommended Practice: Multi-Year 
Capital Planning (2006). 

• GFOA Recommended Practice: Establishing Appropriate Capitalization Thresholds for 
Tangible Capital Assets (2001). 

• GFOA Recommended Practice: Establishing the Useful Life of Capital Assets (2002). 
• GFOA Recommended Practice: Establishment of Strategic Plans (2005).  
 
 
 

C.   Assessment of Los Angeles’ Best Practices Performance 

NorthStar’s assessment of the City’s adherence to the best practices identified through the 
survey is summarized in Exhibit V-2. 
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Exhibit V-2 
Los Angeles’ Adherence to Best Practices Identified in NorthStar’s Survey 

Best Practice Assessment Comments 
1. The capital improvement 

program documentation 
provides a comprehensive 
description of the planning 
process in addition to a list of 
planned capital projects. 

Partial 

The City does not have a citywide capital improvement 
program. 
The CIP Report provides a brief description of planning 
processes and a discussion of sources of funds.  The CIP 
report does not discuss prioritization. 

2. The capital improvement 
program development process 
is periodically re-assessed. Partial 

While the CAO does not routinely reassess the 
development of its capital improvement program , the 
CAO has recently examined the process and is 
developing capital improvement procedures. 

3. The capital improvement 
program contains 
comprehensive, well-defined 
project scopes, justification, 
and program/project cost 
estimates. 

No 

The CIP Report is not a control document.   Project 
information is incomplete and can not be used to draw 
conclusions about future capital needs.   

4. The capital improvement 
program displays both funded 
and unfunded projects. 

Yes 
The CIP Report includes both approved and conceptual 
projects. 

5. An integrated system or 
database is used for capital 
improvement program 
development. 

No 

While project information for the CIP Report is submitted 
electronically by each department, the data is manually 
entered and the CIP database is not integrated with the 
City’s FMIS financial management system.  

6. The capital improvement 
program is directly related to 
the capital budget. 

No 
The CIP Report and the CIEP are developed 
independently.  The CIEP amounts cannot be reconciled 
to the CIP Report amounts. 

7. The capital improvement 
program is based on approved 
planning products. Partial 

While limited number of long-term capital planning 
efforts, often referred to as “Master Plans”, have been 
performed in support of specific proposals seeking voter 
support for a Proposition or GO Bond, only a few 
departments perform long-term capital project planning 
on a regular basis.   

8. The City has an accepted and 
approved prioritization system 
for the capital improvement 
program. 

No 

The CIP Report does not include project justification or 
indicate any form of project prioritization.   
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Appendix A 
Ranking of Recommendations 

 

Chapter 
Number 

Summary Description of 
Findings 

Ranking 
Code Recommendations 

III The City does not have a 
comprehensive citywide capital 
improvement program and does not 
comply with its Financial Policies 
which require the development of a 
five year capital improvement plan. 

N 
 

1. The CAO should design and implement a 
comprehensive multi-year capital 
improvement program that provides formal 
mechanisms to ensure that long-term 
capital needs are identified, stakeholder 
communication is coordinated, capital 
project plans are integrated with budgeting, 
and planning is accomplished in a 
systematic manner by all Council-
controlled departments.  

III The CIP Report does not include 
project justification or indicate any 
form of project prioritization. 

N 2. The CAO should develop a uniform project 
prioritization system for the City’s capital 
improvement program.  Prioritize capital 
needs to help determine the order in which 
projects should receive funding.   

III The City is not effectively planning 
for its IT infrastructure needs. 

N 3. The City should develop a process to 
identify and address its IT infrastructure 
needs on a citywide basis and improve the 
coordination of IT issues among the ITA, 
City departments and various 
organizational elements of the CAO. 

III The City treats equipment 
purchases as operating expenses.  
The City’s treatment of IT 
equipment costs as an operating 
expenses effectively excludes IT 
from the City’s capital 
improvement program. 

N 4. The CAO should re-evaluate policies, 
procedures and Budget Manual definitions 
related to capital improvement program 
planning.  In particular, the definition of 
“equipment” and its exclusion from capital 
planning, thresholds for operating life span, 
and impact on the City’s finances should 
be considered in light of technological 
advancements and economics.   

III The City is not effectively planning 
for its office space requirements 

N 5. The CAO should establish an ongoing 
projection of multi-department office space 
requirements and adopt planning tools that 
routinely consider acquisition (or 
reduction) of office space in conjunction 
with department-specific facilities 
planning.   



Chapter 
Number 

Summary Description of 
Findings 

Ranking 
Code Recommendations 

IV The City does not have citywide 
processes to identify funding 
sources and to prepare and present 
an integrated capital approval and 
funding program to the Mayor and 
Council.  
 
The annual capital budget is not 
directly related to the first year of 
the CIP. 

N 1. In concert with the development of a multi-
year capital improvement program (See 
Recommendation III-1) the CAO should 
develop a capital project funding and 
approval process that addresses all 
municipal facilities and physical plant 
projects.  The City should establish an 
oversight organization to review all 
projects, in light of the needs to be met, 
available funding and prioritization criteria, 
and make recommendations for projects to 
be approved by the Mayor and Council.   
The capital budgeting process should be 
directly linked to, and flow from, the multi-
year capital improvement plan.  The capital 
budget should include projects from all 
funding sources, but should clearly indicate 
the funds which are approved during the 
City’s annual budget cycle. 
 

IV Project prioritization categories are 
not used uniformly. 

N 2. The CAO should establish uniform criteria 
to prioritize all capital projects.  (See 
Recommendation III-2) 

IV The CIEP tables in the City’s 
approved budget are misleading. 

D 3. Revise the capital budget tables in the 
City’s approved budget and Blue Book to 
include capital projects from all funding 
sources, and clearly indicate the various 
funds and provide totals for special funds 
included in the City’s annual budget and 
the “off-budget” funds. 

IV The actual amount of interim 
funding is unknown. 

D 4. The CAO should determine the possibility 
of tracking interim funding amounts on an 
on-going basis in order to know actual 
sources and uses of capital project funds.  
If there is no simple way to obtain this data 
on an on-going basis, the CAO should 
obtain data on the frequency and amount of 
interim funding over the past three fiscal 
years to determine whether interim funding 
amounts are significant and whether a 
methodology should be developed to track 
these amounts 



Chapter 
Number 

Summary Description of 
Findings 

Ranking 
Code Recommendations 

IV The actual amount of CIEP dollars 
to be spent in a year is not tracked 
at a fund level. 

D 5. The CAO should determine the actual 
amount of money available to be spent 
each year at a fund level, including actual 
reverted and reappropriated amounts.  The 
CAO should track actual expenditures and 
compile routine budget variance reports at 
fund level to obtain basic information 
regarding the effectiveness of the capital 
budgeting process and the accuracy of the 
project cost estimates. 

IV There are no formal documented 
procedures regarding the 
development of the capital 
improvement plan and/or capital 
budget. 
 
The current CIEP process differs 
from the process outline in the 
City’s Administrative Code. 

D 6. The CAO should expedite the issuance of 
its capital improvement policy and related 
implementation procedures.  The 
procedures should reflect the 
recommendations made in this audit report.  
As it develops these procedures, the CAO 
should strive to comply with the Capital 
Improvement Expenditure Program 
Funding Policy outlined in the City’s 
Financial Policies.  Following the issuance 
of the capital improvement policy, the 
CAO should take steps to revise the 
Administrative Code to reflect the revised 
CIEP process. 

V The city does not comply with all 
CIP best practices identified in 
NorthStar’s survey of 
municipalities. 

D 1. To the extent possible, CAO should 
comply with the CIP best practices 
identified in NorthStar’s survey of 
municipalities. 

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 

 



APPENDIX B 
SURVEY RESULTS 

A.   Interview Summaries 

Research Criteria 

The selection of the survey participants was a collaborative effort with the Controller’s audit 
team.  The selection process started with the identification of municipalities with characteristics 
similar to the City of Los Angeles.  Selection criteria included: 

• Large municipality with many departments involved in the capital improvement 
program development. 

• Similar revenue sources. 

• Support documents and official documents were obtainable. 

Survey Instrument 

NorthStar developed a survey instrument to promote discussion of the municipalities’ capital 
improvement program development.  As shown in Exhibit A-1, the survey addressed the 
principal issues regarding the development of a municipal capital improvement plan, including 
the city governance, organizational responsibilities, funding processes, and the processes used to 
develop the program. 

Exhibit A-1 
Survey Instrument 

 

Governance and Organization Related Questions 

• What type of governance does your City have? 
• What is the approval process for the CIP and annual capital expenditure plan? 
• Who is responsible for developing the draft CIP? 
• How are departmental long term plans linked to the CIP? 
• What information systems are utilized to develop the CIP? What processes are 

automated and where is manual intervention required? 
• How are internal infrastructure needs such as IT, new office facilities, etc. evaluated 

for inclusion in the CIP? 

Process Related Questions 

• How is capital program planning conducted (centralized, department level)? 
• Describe the City’s process to develop its CIP? 
• How are projects prioritized and at what levels? 
• How are future operating and maintenance costs forecast into the budget after a 

project in the CIP is completed? 
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• How many years are included in the CIP? 
• How are projects introduced into the CIP? 
• What types of analyses are conducted to compare CIP estimates with actual project 

costs? 
• How is data transferred, maintained, and catalogued?  What IT systems are utilized? 

Funding Related Questions 
• Are monies from the general fund utilized to fund the CIP?  If so, at what level? 
• What is the relationship between the CIP, the annual expenditure plan, and the 

budget? 
• How are opportunities that provide ROI (parking garages etc.) prioritized against 

projects that are sunk costs such as new roads etc? 
• Do you have special bond programs (voted indebtedness for capital programs)?  If so 

how they displayed or differentiated in the CIP? 
• How are departmental funding levels determined?  

Participants 

NorthStar surveyed 10 comparable municipalities, listed in Exhibit A-2. 

 
Exhibit A-2 

Survey Participants 
 

Survey Participants 

Albuquerque, NM 
Anaheim, CA 

Phoenix, AZ 
San Francisco, CA 

Dallas, TX San Jose, CA 
Denver, CO Seattle, WA 
Las Vegas, NV Tucson, AZ 

 
The following pages summarize the results of the interviews with each municipality.  The 

interview summaries are organized into General City Information, Governance and CIP 
Overview, CIP Development Process, and Funding Sources. 

Albuquerque, New Mexico 

Interviewee: Manager Capital Planning Program 

Albuquerque, New Mexico is a relatively old city that is faced with keeping pace with fast 
growth and changing needs.  The city population was 518,271 as of July 1, 2007, with an annual 
capital expenditure plan of $160 million.  The City plans its capital program ten years in 
advance.  Funding is scheduled based on the City’s debt to equity ratio.  The City monitors and 
manages debt in a manner that awards the City a Standard and Poor’s bond rating of AAA.  
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Governance and CIP Overview 

The City of Albuquerque operates under a “Strong Mayor” form of government.  The City 
has nine council districts.  The City Administrative Officer is responsible for the submission of 
the CIP and its administration.  To support the CAO, the Department of Municipal Development 
coordinates the CIP development process.  The City utilizes a biennial process for CIP 
development.  The CIP is a ten year plan, wherein the first two years are funded and the last 
eight years reflect a prioritized schedule of unfunded projects.   Albuquerque sells general 
obligation bonds on the same schedule as the CIP development.  Both the CIP and the bonds are 
voted upon concurrently by city-wide ballot.  

In order to fund projects in two year increments and identify projects for the following eight 
years, the City maintains a comprehensive planning process that evaluates the City’s current 
situation, identifies future needs, and identifies community concerns.  

CIP Development Process 

The City of Albuquerque CIP process occurs over a period of approximately 20 months.  The 
process includes the following steps: 

1. The City Council passes a resolution to begin the CIP process at its first meeting in even 
calendar years.  The resolution includes the following information: 

• The dollar amount of general obligation bonds being sought.  This number is based on 
previous funding needs, the projects identified in the previous CIP process, current City 
debt to equity requirements, interest rates, and financial conditions. 

• Project prioritization criteria. 
• The funding level to be appropriated to each department as a percent of the total available 

funds.  Funds are allocated based on departmental needs assessments that are periodically 
conducted throughout the City and the existing CIP.  The prioritization is based on 
mayoral and council directives that determine those issues most critical to the City. 

2. The departments begin planning and assessing their projects based on the criteria specified in 
the resolution.  The Department of Municipal Development assigns a score to each project 
based on the criteria specified in the resolution.  Each criterion is worth a set amount of 
points and potential projects are awarded varying points in each category.  The projects 
receive a total score based on the sum from the prioritization criteria.   The criteria in 2008 
are as follows: 

• Growth:  New facilities, component additions, or system upgrades that provide service or 
capacity for new customers (i.e. customers not currently using the system) or that restore 
needed reserves previously used to support new users. 

• Rehabilitation:  Projects that extend the service life of an existing facility or system, or 
that restore original performance or capacity by rehabilitating or replacing system 
components. 

• Deficiency:  Projects that correct inadequate service, provide system backup capability, 
or minimize downtime or loss of service ability.   
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• Improvements:  Projects that enhance the efficiency or customer satisfaction of an 
existing system that are not covered in the above categories, including costs to conduct 
special studies directly related to the implementation of the capital program. 

• Mandate:  Projects that are required in order to comply with regulation(s) of federal, 
state, or local jurisdictions 

3. The Departments re-evaluate the projects for two months.  They verify cost, review the 
assigned score, and assess project feasibility. 

4. The projects are aggregated and ranked according to final score. 

5. The City’s Staff CIP committee (City Administrative Officer (CAO), Chief Operating Office, 
Chief Financial Officer, Chief of Public Safety, and two selected Department Heads) meet 
with the Departments and develop a final recommended CIP that meets the funding levels. 

6. The CAO presents the CIP to the Mayor.  The Mayor makes changes as necessary. 

7. The Environmental Planning Commission (EPC) holds public hearings.  The EPC makes 
recommendations to the mayor based on public input from the hearings. 

8. The Mayor sends the final budget to the City Council.  The City Council studies the budget 
for six to eight weeks, and votes on it. 

9. The bond request and the approved CIP are placed on the ballot.  Voting occurs on the first 
Tuesday in October in the odd years. 

Funding Sources 

The City of Albuquerque funds its CIP predominantly through General Obligation Bonds, 
and uses supplemental sources as listed below:  

• General Obligation Bond Funds  
• Enterprise Funds 
• Quality of Life Funds 
• Metropolitan Redevelopment Funds  
• Urban Enhancement Trust Funds 
• Federal and State Grants 

The City does not utilize General Fund revenue to fund its CIP.  

Anaheim, CA 

Interviewee: Budget Manager 

Anaheim has a population of 350,000 and covers a geographical area of 51 square miles.  
The City of Anaheim maintains and operates an extensive municipal infrastructure that supports 
a large tourist industry due to the location of Southern California’s large theme parks.  The 
infrastructure includes two city bus lines and two rail systems. 
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Governance and CIP Overview 

Anaheim is governed by a traditional “Council-Manager” structure.  There are four council 
members and a mayor, all of which are elected at large.  The City Manager is selected by the 
City Council and is responsible for the day-to-day management of the City.  The City Manager 
oversees the City’s Department of Finance.  The Department of Finance, specifically the budget 
manager, is responsible for the development of the City’s draft CIP. 

Anaheim’s CIP is a five year plan.  The first year is funded and the remaining four years 
provide a forecast of expenditures for funded projects.  Key to the City’s CIP development is the 
utilization of an integrated financial software platform by CGI/AMS that is installed uniformly 
city-wide.  The software system has a performance budgeting module that supports the CIP 
development.  The software offers the opportunity to itemize estimates based on the degree of 
project scope.  There is also a future operating and maintenance input, but at this time, Anaheim 
does not proactively manage this input. 

The City of Anaheim has a general master plan that is developed every ten years.  Individual 
departments develop their own master plans that contribute to the overall City Plan.  These plans 
as well as identified overarching guidelines serve as the basis for prioritizing the CIP.  The 
overarching guidelines in the most recent CIP include: 

• Community 
- Bringing the arts to Anaheim 
- Reclaiming our namesake 
- Enhancing community facilities 
- Creating vibrant neighborhoods 

 
• Economic Vitality 

- Providing transportation solutions 
- Development renaissance 
- Maximizing our assets 
- Ensuring sustainability 

 
• Service Initiatives 

- Commitment to customer satisfaction 
- Empowering our neighborhoods 
- New ways of connecting to City Hall 
- Growing Anaheim’s economy 
- Securing and strengthening our community 

 
CIP Development Process 

Anaheim has an annual CIP development process that begins each November and ends in 
June.  The fiscal year begins each July 1st.  The steps include: 
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1. The Budget Manager prepares a memorandum for each department with the budget and CIP 
schedule and instructions for data input.  The computer system is “opened” to allow access to 
the individual departments to the financial system.  

2. The Departments spend the next six weeks developing project information.  In mid-
December the computer system is “closed” to departmental input. 

3. The Budget Manager then aggregates the data and develops a preliminary report for the City 
Manager.  The City Manager reviews the CIP and conducts meetings with the individual 
departments. 

4. The City’s operating and maintenance budget process begins in January.  The computer 
system is then “reopened” to allow the CIP data to be updated as new information is 
available. 

5. In mid-February the system is again “closed” to departmental input.  The Budget office 
prepares a draft CIP and budget. 

6. The City Manager conducts a final review of the budget and the CIP and finalizes the budget 
on April 1. 

7. The integrated CIP and annual budget document is published on May 15th. 

8. Public hearings are conducted in June and the final CIP/Budget is approved mid to late June 
by the City Council. 

Funding Sources 

The Capital Improvement Program for FY 2008-09 is $152 million.  The City utilizes 
numerous funding sources including about 0.75 percent of the General Fund.  Funding sources 
include: 

• General Fund – Funding received from the General Fund is for the Ponderosa Joint 
School/Public Library and the Santa Ana Canyon Road Landscaping. 

• Redevelopment Agency Funds – A group of funds established to account for the acquisition, 
relocation, demolition, construction, and sale of property for those portions of Anaheim 
eligible for redevelopment related activities.  Financing is provided by property tax 
increment and bond proceeds. 

• Community Development Block Grant (CDBG) – the Federal Housing and Community 
Development Act provides financing.  The funds are used to rehabilitate privately held 
homes and government infrastructures. 

• Community Improvements Fund (Comm. Imp.) – a fund of the City that was created in FY 
2001/02 to account for funds dedicated to making improvements in Anaheim neighborhoods.  
The revenue is derived from the fiscal success of the City’s tourism and economic 
development efforts. 
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• Gas Tax – Financing is provided by the City’s share of Federal, State and local gasoline 
taxes.  State law requires that gasoline taxes be used to improve and maintain streets. 

• Measure M – an initiative passed by Orange County voters to fund transportation 
improvements using revenue generated by a countywide half-cent sales tax.  The various 
cities of Orange County receive funding from the Orange County Transportation Authority 
and are required to spend the monies on transportation projects. 

• Sewer and Storm Drain Construction Funds – These funds are established by fees charged to 
residential and commercial developers to provide financing for capital improvements. 

• Sewer Bonds – The City issued revenue bonds of approximately $47 million.  The funds are 
being used to improve approximately 58,000 linear feet of sewer pipeline in various pipe 
dimensions. 

• Park sites and Playgrounds – State and Federal reimbursement programs provide financing in 
conjunction with fees charged to residential and commercial developers.  The fund accounts 
for the development of new park sites and playground facilities. 

• Electric Utility – Funding from the services rendered on a user surcharge basis to residents 
and businesses located in Anaheim.  These sources also support the operation of the utility. 
The capital portion is used in part for underground conversions, transmission and 
distribution, and substations. 

• Water Utility – Funding from the services rendered on a user surcharge basis to residents and 
businesses located in Anaheim.  This revenue source also supports the operation of the 
utility.  The capital portion is used in part for new transmission and distribution systems, 
production system improvements, production system replacements, and special facility 
projects. 

• Convention Center – Funding from operational revenues generated by the Convention, 
Sports, and Entertainment Department to improve, upgrade and remodel the various facilities 
managed by this department. 

The City of Anaheim does not differentiate between capital funds that are voter-approved 
with mandatory purposes and those under the discretion of City management.  The City views all 
funds as under City management with the understanding that there may be bond covenants 
governing the management of funds. 

Dallas, Texas 

Interviewees:  Assistant Manager Budget and Management Services 
  Budget Manager Capital Division 

Dallas has a population of approximately 1.2 million and covers a geographical area of 350 
square miles.  The City of Dallas maintains and operates 406 parks on 21,000 acres of parkland. 
Many of Dallas’ parks and recreational facilities are over 100 years old and require continual 
repair and improvement.   
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The City's parks contain 17 separate lakes.  In addition, Dallas has 61.6 miles of biking and 
jogging trails and 47 community and neighborhood recreation centers, 276 sports fields, 60 
swimming pools, 232 playgrounds, 173 basketball courts, 112 volleyball courts, 126 play slabs, 
258 neighborhood tennis courts, 258 picnic areas, six 18-hole golf courses, two driving ranges, 
and 477 athletic fields.   

In addition to its large park and recreation system, Dallas has historic downtown district that 
supports growing theatre, residential, and art districts.  To support the infrastructure associated 
with thriving and sprawling metropolitan area, the City has a $700 million annual capital 
expenditure program. 

Governance and CIP Overview 

The City of Dallas is governed by a traditional “Council-Manager” structure.  The CIP (for 
non-proprietary or enterprise departments) is approved by the residents of the City of Dallas by 
voting to sell general obligation bonds.  The CIP document and the bond initiatives are prepared 
by the Management Services Division of the Finance Department.  Management Services serves 
as the coordination point between individual City Departments and the City Manager.  The CIP 
document is a record of voter approved projects and the schedule of expenditures.  The City of 
Dallas utilizes voter approved general obligation bonds for developing infrastructure.  The bonds 
appear on the Dallas City Ballot every three years.  The projects associated with the approved 
bonds are then entered into the City’s CIP. 

CIP Development Process 

1. The City requires participating departments to conduct a needs inventory for every bond 
cycle.  The needs inventory includes departmental analyses concerning existing 
infrastructure, future infrastructure requirements, and public input.  Participating departments 
include Recreation and Parks, Public Works, and Street Services.   

2. Each department develops a prioritized departmental database of future projects and funding 
requirements.  Projects are prioritized based on the key focus areas set forth by the City 
Manager.  The key focus areas include: 

• Public Safety  
• Economic Vibrancy  
• Clean, Healthy Environment  
• Culture, Arts and Recreation  
• Education  
• E³ Government 

3. The Management Services Division coordinates with each department to finalize the list of 
projects. 

4. The proposed lists of projects are reviewed and prioritized by the City Manager and the City 
Council.  The projects are then segmented into smaller groups with an associated general 
obligation bond initiative.   
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5. Each bond initiative is voted on by the residents of Dallas.   

6. The projects in the approved bond initiatives are placed in the CIP.  Projects remain in the 
CIP as long as they are active. 

Funding Sources 

The Dallas CIP is funded through voter approved general obligation bonds.  The City of 
Dallas seeks general obligation bonds every three years.  The bonds are segmented into small 
packages associated with a group of projects so in turn the residents vote on funding for specific 
projects.  The bonds that are voter approved are placed in the CIP with a schedule of funds 
disbursement. 

Denver, Colorado 

Interviewee: Financial Management Specialist (CIP Coordinator) 

In 2007, population in Denver was estimated to be 588,349.  The city has the 10th largest 
central business district in the United States.  The City of Denver has defined 79 official 
neighborhoods that the city and community groups use for planning and administration.  As of 
2006, Denver has over 200 parks, from small mini-parks all over the city to the giant 314 acre 
City Park.  Denver also has 29 recreation centers. 

In addition to the parks within Denver itself, the City has around 14,000 acres of mountain 
parks.  Denver continues to grow its park system with the development of many new parks along 
the Platte River through the city and in the Stapleton neighborhood redevelopment. Since 1974, 
Denver and the surrounding jurisdictions have rehabilitated the urban South Platte River and its 
tributaries for recreational use by hikers and cyclists.  The project is recognized as one of the best 
urban reclamation projects in the U.S., winning the Silver Medal Rudy Bruner Award for Urban 
Excellence in 2001. 

Governance and CIP Overview 

Denver is governed by a traditional “Strong-Mayor” structure.  Denver is a consolidated city-
county structure.  The City Council has 13 representatives, 11 elected by district and two elected 
at-large.  The City’s Budget Management Office is responsible for the development of the draft 
CIP.  The Denver CIP is a six-year program.  The first two years of the program represent 
detailed project estimates and identified funding sources.  The last four years represent the 
product of the department’s planning processes and are not yet funded. 

In the FY 2004-05, the CIP development process revealed an acute shortfall in capital 
maintenance projects funding.  The annual budget was deferring maintenance at a rate of $25 
million annually and deferring the construction of needed new infrastructure.  In 2007, the City 
published a study, “Pubic Stewardship for a City Beautiful, Capital Funding Policy for 
Infrastructure” to illustrate the impacts of deferred maintenance and infrastructure development 
and provide a mechanism for funding the backlog of projects.  Following the study, funds used 
for debt repayment were redirected to the capital program as debt was retired.  The City also 
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instituted a housing authority tax on hotel rooms.  The goal is to alleviate the backlog of projects 
over the next 15 years.  The completion of these projects is a priority in future CIPs. 

The City issues instructions each CIP cycle and identifies the prioritization system used in 
the evaluation of projects.  The current prioritization structure is shown below: 

• Priority 1: Mandated.  A binding commitment (legal, contractual, regulatory) exists for 
the project as scheduled.  Projects would include disabled access, environmental 
remediation and annexation agreement requirements. 

• Priority 2: Health & Safety.  An immediate, major health and safety hazard has been 
identified and will be corrected by the project. 

• Priority 3: Matching Requirements.  A formal commitment has been made to match funds 
granted to the City from outside sources (federal, state, local or private).  Not meeting the 
commitment will result in the forfeiture of the granted funds.  City funding is contingent 
upon grant being awarded. 

• Priority 4: Critical Capital Maintenance.  A situation exists which, if not corrected by the 
project, will result in immediate degradation to the structural integrity of a City asset.  
Project delay could result in the loss of the asset entirely and inability to deliver basic 
service.  This includes critical maintenance of mechanical and electrical systems and the 
basic fixtures of the structure. 

• Priority 5: Completes a Project.  Requirement to complete a current phase of a project 
underway.  Project cannot be completed without additional funds and will result in a 
delay of a required service or loss of prior City investment. 

• Priority 6: Strategic Planning Studies.  Studies which are essential to implementation of 
an agency’s work program and mission to provide or repair infrastructure assets. 

• Priority 7: Capital Maintenance.   All other maintenance than priority 4 listed above.  
Includes projects incorporated in annual maintenance programs.  Lack of action will 
eventually result in increased maintenance or future replacement costs. 

• Priority 8: Cost Savings/New Revenue Generating.  The project will generate significant 
cost savings or new revenues over the next five years, or will result in a demonstrable 
increase in Denver’s economic base. 

• Priority 9: Improved Service Delivery.  The project will significantly improve basic 
delivery of service and/or enhance the experience of the user, or the project is necessary 
to maintain competitiveness in a market, or to prevent a decline in revenues. 

CIP Development Process 

1. In late March, the Budget Management Office (BMO) sends out instructions for the 6-Year 
Capital Improvement Plan 

2. In late April, 6-Year Plan drafts are due for agencies in the Fire and Police Programs.  

3. In mid June, 6-Year Plans drafts due for agencies using excel spreadsheets and submitting 
directly to BMO. 
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4. 6-Year Plans drafts due for agencies using the CAPP software and submitting directly to 
BMO. CAPP is an integrated database management system that the City offers to its 
departments for development of the CIP. 

5. On July 1,  BMO submits budget drafts (operating and capital) to City Council (Charter 
Requirement). 

During July and August, BMO meets with agencies to discuss capital projects in the 6 Year 
Capital Improvement Plan and refine costs of projects year one of the plan.  There are 
meetings with Planning Board to present Draft 6-Year Plan and with the Mayor’s Office to 
discuss proposed 2009 Capital Budget (proposed 2009 budget will be the first year of the 6 
Year Capital Improvement Plan) 

6. On September 15th, Denver’s Budget Book (includes operating and CIP budgets) is printed 
and distributed (Charter Requirement). 

7. During September there are City Council Hearings – depending upon the hearings, changes 
may need to be made to budgets.   

8. During October the 6-Year Capital Improvement Plan finalized and published.  

9. On October 15th the Revised Budget Book is delivered to City Council (Charter 
Requirement). 

10. In mid-November the budget (with CIP) is adopted by the City Council. 

Funding Sources 

Denver classifies its CIP funds in three categories: 

• City Annual Capital Funds - Capital Improvement Fund (property tax earmarks), State 
Conservation Trust Fund, Winter Park Fund, Entertainment and Cultural Facilities, and 
Enterprise Funds earmarked for Capital. 

• Financing -  General Obligation Bonds, Revenue Bonds, Certificates of Participation and 
Tax Increment Financing. 

• Grants/Other - Federal Grants, State Grants, and Private donations. 
 

The City provides a small amount of funds from the General Fund for street resurfacing.  
General Obligation bonds are sought decennially.   

Las Vegas, Nevada 

Interviewee: Deputy Director of Finance and Business Services 

The City of Las Vegas maintains a municipal infrastructure of over 150 municipal buildings 
representing 2 million square-feet under roof, 110 park and recreational facilities, and streets and 
roadways supporting a 133 square mile area.  The City’s annual capital implementation program 
plan is approximately $675 million.   
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Governance and CIP Overview 

The City has operated under a “Council-Manager” form of government since January 1, 
1944.  The City has six elected council members each from one of the City’s six wards and a 
mayor, who is elected at large.  The City Manager is appointed by the City Council and is 
responsible for the day-to-day operations of the City.  The Division of Finance and Business 
Services (FBS) is responsible for the development of the first draft of the Las Vegas CIP.   

Las Vegas has recently taken steps to improve its CIP process so that the CIP represents the 
long-term infrastructure needs of the City and the supporting funding requirements.  Until 
recently, Las Vegas’ CIP focused on the budget year, with little emphasis placed on future 
projects.  The budget was almost immediately changed after the CIP was published due in part to 
unplanned projects and unanticipated needs.  

FBS identified the need for improvements in its CIP development process, from the initial 
project specifications through the preparation of the draft CIP.  Recent changes in Las Vegas’ 
CIP process include: 

• Contributing Departments are required to assess needs, determine priorities, and develop 
internal five year plans based on available funding levels.   

• Projects must be scheduled, estimated and prioritized.  
• Estimates are based on reasonable scopes, engineering requirements, and recent project 

cost information, rather than order of magnitude estimates. 
• All projects in the CIP are reviewed and estimated by the Department of Public Works. 
• Future operating and maintenance impacts to the City budget must be determined.    

Since the implementation of the new process, the annual CIP development generally consists 
of the addition of fifth year to an identified plan, and modifying the existing CIP to reflect any 
data revisions.  The City Capital Budget and the first year of the CIP are identical.  The number 
of emergency or unplanned capital projects occurring has dramatically been reduced due to the 
level of effort in the planning process.  

CIP Development Process 

1. The CIP process begins with a request for projects to all participating departments in 
December.   

2. The Departments then complete the requisite forms. The City utilizes a common drive on a 
server where the project forms and departmental forms are saved. 

3. Analysts in Budget and Financial Services review the CIP requests for the following: 

• Completeness – Required fields are completed and supporting documentation is 
developed 

• Feasibility – Future implications concerning operation and maintenance are analyzed.  
Project can expect to be successfully completed. 

• Accuracy – Funding sources are correctly defined. 
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Projects are either accepted or rejected by FBS based on the above criteria.  This is a 
collaborative process where information and questions are exchanged between FBS and the 
sponsoring departments.  

4. A draft CIP is forwarded to the City Manager.  The City Manager and the three Deputy City 
Managers review the projects by department and the prioritization of projects.  The City 
Manager then determines the funding levels for each department and which projects are to be 
recommended. 

5. The recommended CIP (1st year only) is presented to the Council.  The CIP is modified by 
the full council in public workshops.  The impact of any modifications on other programs and 
projects is examined using an interactive projected model which provides real-time results. 

6. The CIP (1st year only) is approved by the City Council usually in April. 

Funding Sources 

Las Vegas utilizes a combination of General Fund Revenues and special funds from 
dedicated bonds or appropriations.  Funding sources include: 

• Ad Valorem Tax • General Obligation Bonds 
• Revenue Bonds • Car Rental Tax 
• Fund Balance • Fire Safety Tax Initiative 
• Impact Fees • Grants 
• Room Tax • Land Sales 
• Residential Construction Tax • Regional Transportation Commission 
• Service Fees • Nevada Department of Transportation 
• Special Assessments • Southern Nevada Public Lands Management Act 
• Grants • Clark County Reg. Flood Control Dist. 

 
All funds regardless of source are under the jurisdiction of the City Manager.  Proposition 

funds, state funds, county, and federal funds aggregated into a common budget.   Appropriation 
is done based on the requirements of the specific funds.  General Fund revenues are provided to 
the capital budget from the under-spending of the previous year’s operating and maintenance 
budget.  Traditionally, this represented approximately five percent of the General Fund.  The use 
of surplus O&M funds to fund the capital budget worked well until recent reductions in the 
O&M budget. 

The City has utilized a variety of methods to fund internal infrastructure needs.  As projects 
now require detail scopes before being added to the CIP, impacts on City infrastructure (IT, 
Communications etc.) are included in the initial project estimates. 

The City develops long term internal needs assessments and is in the process of designing 
and constructing a new City Hall.  The City rents property throughout the downtown area and 
has reached the point where leasing and cost of business justifies the cost of a consolidated 
facility.  To fund this project, the City is entering into a public private partnership where the City 
entered into a lease then buy contract arrangement. 
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Phoenix, Arizona 

Interviewee: Deputy Director - Budget and Research 

Phoenix is the second largest city in the Western United States. It serves as a cultural, 
economic, and financial center, while its airport is a major transportation hub. Phoenix is located 
on the banks of what is now the normally dry Salt River. Phoenix has a 2007 estimated 
population of 1,552,259 and covers 517 square miles. 

Phoenix and the surrounding area are home to a broad range of cultural activities including 
the performing arts, museums, and events as well as ten sport franchises.  Phoenix is home to a 
large number of parks and recreation areas.  The most noteworthy park is South Mountain Park, 
the world's largest municipal park with 16,500 acres.   

Governance and CIP Overview 

Phoenix is governed by a traditional “Council-Manager” structure.  There are eight council 
districts and a mayor who is elected at-large.  The City Manager is appointed by the City Council 
and is responsible for the day-to-day operations of the city.  The City’s Budget and Research 
Department is responsible for the development of the draft CIP. 

The City of Phoenix CIP represents five years of currently funded programs.  Programs are 
generic in nature such as supporting master plans, street maintenance, traffic congestion 
alleviation, and water drainage. Specific projects support an approved program.  Programs are 
largely funded by voter approved bonds.  The Departments know the availability of funds before 
developing the annual CIP submittals. The first year of the CIP is adopted in the budget.  Future 
O&M costs associated with each project are estimated and the impact on the O&M budget is 
analyzed. 

The City requires each department to regularly develop Master Plans that support the needs 
of the City.  While the CIP does not include unfunded projects, the departmental plans identify 
all needs, both funded and unfunded.  In 2007, the City Manager instituted a performance 
measurement program for each City Department that includes the review of the Department's 
performance in identifying and satisfying City infrastructure requirements.   

Phoenix utilizes a fully integrated computer based database program called BRASS.  The 
database is seamless between the forms completed at the departmental level, the population of 
the CIP database, and the reporting criteria used in SAP (the accounting system).  Use of this 
system alleviates multiple manual inputs of data and possibility of omission or error.  The 
database is accessed system-wide so all entities are viewing the same version of the data. 

Project estimates are based on engineering analyses.  Current project costs are tracked and 
used in future project cost estimates, resulting in the increased accuracy of CIP estimates. 
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CIP Development Process 

1. In December of each year, the CIP process begins with a letter from the Budget and Research 
Department to each participating department to begin CIP development.  Instructions 
include: 

• Review current projects by revising estimates and determining carryovers. 
• Analyze future projects by re-estimating and scheduling expenditures.  
• Prioritize projects at departmental level and submit to the Budget and Research 

Department. 

2. The Budget and Research Department reviews the submissions for the following: 

• Fund availability analysis 
• Under-programming analysis (not spending what was allocated) 
• Projects are in accordance bond requirements 

3. A draft CIP is completed at the end of January.  The City’s Bond Committee then reviews, 
revises and approves the draft CIP. 

4. The City Manager and City Council review the CIP through April, when public hearings are 
held.  The estimates in the CIP are updated in May, and the CIP is approved by City Council 
Resolution with the budget at the May. 

Funding Sources 

The Phoenix FY 2008-09 CIP has approved funding for $2.1 billion.  The program includes 
funds from the following sources: 

• Operating Revenue 
- General Fund 
- Parks and Preserves 
- Transit 2000 
- Development Services 
- Capital Construction 
- Arizona Highway Users 
- Public Transit 
- Community Reinvestment 
- Community Development Block Grants 
- Hope Grants 

• General Obligation Bonds 
• Capital Funds 

- Impact Fees 
- Passenger Facility Charges 
- Solid Waste Remediation 
- Capital Grants 
- Federal, state and Other Participation 
- Parks Capital Gifts 
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- Private Participation 
- Capital Reserves 
- Other Capital 

 
The General Fund contribution to the CIP is less than one percent.  Phoenix analyzes projects 

that are potential revenue sources differently.   Projects that earn a value to revenue stream to the 
City are funded utilizing revenue bonds. 

 
San Francisco, California 

Interviewee: Controller – City of San Francisco and County of San Francisco 

With a population of about 750,000, the City of San Francisco is the fourth largest city in 
California.  The City’s proposed CIP recommends $4.8 billion in investments over the next ten 
years to address critical General Fund department capital needs with respect to accessibility, 
street repaving, bridges, stairways and street trees, and repairs and upgrades to parks, branch 
libraries, and public health facilities. 

Governance and CIP Overview 

San Francisco County and City geographically overlap.  The governance of this municipality 
is unique in that the City Mayor and County Board of Supervisors co-govern the geographical 
area.  The Mayor is elected by the residents at-large, and the supervisors are elected by each 
district.  As a result, the CIP is an aggregated plan for capital improvements to jurisdictionally 
different but geographically the same entities.     

In 2005, the San Francisco City/Council enacted the current policies and procedures utilized 
to prepare the CIP.  The San Francisco CIP is a ten year capital plan, the first year of which is 
funded.  The CIP’s remaining years list prioritized unfunded projects. In support of the ten year 
plan, the City implemented protocols that require extensive planning in each of the City’s 
Departments. Departmental plans are integrated into the CIP.  The CIP approval precedes the 
annual budget approval by one month supporting an effort that the one year capital budget 
matches the CIP.  The City has developed a prioritization system that is used to develop the CIP 
(pending approval) and is clearly defined in the CIP.  The prioritization system is utilized at all 
levels of review. 

CIP Development Process 

1. The CIP process begins in October, when the City Administrator requests the that General 
Fund Departments begin development of the CIP.  The City utilizes a web-based system in 
which forms are accessed and stored on a common server.     

2. A draft CIP is reviewed by the Capital Planning Committee in January.  The Capital Planning 
Committee (CPC) includes eleven members from the capital planning office, the City 
Departments, and the City Administrator’s Office. 
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3. The changes made during the Capital Planning Committee are integrated and the City 
Administrator presents a new draft CIP is to the Mayor and the County Board of 
Commissioners by March 1. 

4. The CIP is reviewed and approved by both the Mayor and County Commissioners no later 
than May 1. The budget is approved on June 1.   

San Francisco prioritizes its cash-funded and debt-funded projects differently.   

Cash Project Prioritization Criteria 

The cash prioritization plan adopts the principal that the maintenance and good repair of the 
City’s assets is a primary objective and those annual appropriations for renewal projects are of the 
highest priority. The following describes the criteria and poses questions to determine if a capital 
improvement project (CIP) qualifies. 

• Priority 1 - Ensures the timely maintenance and renewal of existing buildings and 
infrastructure  
- Projects conform to the Plan predicted by the Renewal system? 
- Is other work triggered by this activity, is it included? 
- Are there legal requirements for action? 

 
• Priority 2 - Provides enhancements to existing buildings and infrastructure that are best 

financed with cash  
- Is the project small enough that cash financing is appropriate? 
- If so, the Debt Program Criteria should be used to rank multiple proposals 

 
Debt Program Criteria 

The debt program criteria is used to evaluate proposals for long-term financing.  With a 10-
year Capital Expenditure Plan, San Francisco is able to develop long-term financing strategies 
and plan GO bond or other financing proposals. Exhibit A-1 list the criteria used to prioritize 
San Francisco’s proposed debt-financed projects. 

Exhibit A-1 
San Francisco Debt-Financed Project Prioritization System 

 
Priority Criteria 

1 Provides for the life, health, safety and security of occupants and the public. 
The CPC should consider whether capital projects minimize physical danger to those who use 
and work in City facilities, including protection during seismic events. 

• What risk is mitigated by this improvement?  
• What is the seismic rating of the facility?  
• Are there legal requirements for action?  
• Is occupancy optional or required (i.e. Jail)?  
• Is occupancy required due to function (i.e. Hospital)?  
• Is occupancy optional? Can program be provided at another location? 

2 Occupancy and Operation of the Facility is essential to the City's operation, especially in 
an emergency. 
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Hospitals, Police and Fire Stations are considered essential for emergency response. Other 
facilities are essential to the delivery of government services to the citizens and visitors of San 
Francisco, such as City Hall. 

• Is the facility needed for emergency services response in a major event? 
• If not an essential facility as determined by CBC Title 24, what essential services are 

provided? 
• How will that service be provided during the proposed renovation/replacement? 

3 Improvement is necessary to comply with a federal, state, or local mandate. 
The City faces a wide range of directives to improve its facilities, which have different levels 
of urgency and consequences if unmet. 

• What is the mandate?  
• Is there a judgment or court order requiring action?  
• What are the consequences if not met? By what year?  
• Is the City at risk of litigation for failure to perform? How? 

4 Mitigates an environmental hazard or improves environmental health. 
This criterion is used to determine whether a project reduces the impact of hazardous 
materials, air quality issues, and other threats to the health of its users. 

• What is the health risk identified?  
• Is the hazardous material stabilized or removed?  
• Are occupants currently protected from exposure? 

5 Preserves historic buildings and neighborhood character. 
Many of the City’s facilities are important to the neighborhood in which they reside, or to the 
City as a whole.  Maintaining the historic character and fabric of the City is one of the eight 
priorities of the City’s General Plan. 

• Is the facility an historic landmark?  
• Is the facility of significant historic or architectural character? 
• What is the impact of the facility on neighborhood character? 

6 Supports programs or objectives of an adopted plan or action by the Board and Mayor. 
Ideally, capital investments will be coordinated with departments’ long-term goals and 
objectives. 

• What Plan is implemented by the proposed CIP?  
• Did BOS and Mayor adopt the plan? On what date?  
• What objectives are met with implementation of this improvement? 

7 Enhances the City's economic vitality by increasing revenue in support of the facility and 
operations. 
Some projects have a direct or indirect effect on the City’s revenues or expenditures.  Cost 
savings or revenue enhancement may help offset the cost to the City of some capital 
investments.  Alternatively, the City should consider any new operating costs associated with 
capital investments. 

• Are there new revenues created as a result of the CIP?  
• Does the CIP increase direct revenues to the department?  
• Does the CIP increase indirect revenues?  
• Which revenue streams are affected? Tourism? Other? 

8 Failure to implement project risks potential loss of the City asset’s value. 
Maintaining the City’s infrastructure is imperative; however the lack of maintenance or 
improvements at some facilities will have a greater effect on the City’s asset value. 

• What is the replacement cost of the facility? What is the effect on the asset value of 
the facility if work is delayed?  

• What is the potential loss to the City if work is not performed? 
• What is the effect to programs if the facility is decommissioned? 

9 Improves government effectiveness by improving service or reducing operating costs. 
A primary goal of capital investments is to improve the delivery of government’s services and 
the efficiency of department operations. 

• Will the CIP decrease the operations cost for maintenance? How?  
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• Will the CIP decrease the operations cost for services? How?  
• Will the CIP improve delivery of services? How? 

 

Funding Sources 

The City of San Francisco utilizes approximately two percent (approximately $65 million) of 
its general fund to fund its capital improvement program.  The complete sources of funding 
include General Obligation Bonds (voter approved and program specific), General Fund Debt, 
General Fund Cash, and Grants. The City of San Francisco does not differentiate between capital 
funds that are voter approved with mandatory purposes and those under the discretion of City 
management.  The City views all funds as under City management with the understanding that 
there may be bond covenants governing the management of funds. 

Information Technology is not currently funded through the CIP but rather through the 
General Fund.  

San Jose, California 

Interviewee: Capital Budget Coordinator 

San Jose is the third-largest city in California, and the tenth-largest in the United States. San 
Jose's population in 2008 is estimated to be 989,496. 

Governance and CIP Overview 

The City of San Jose operates under a “Council-Manager” structure.  There are ten council 
districts and a Mayor elected at-large.  The City Manager is responsible for the day-to-day 
operations of the city.  The San Jose CIP is a five year plan, developed annually.  The 2008-09 
capital budget is funded at $1.2 billion.  The CIP represents only funded programs and projects.  
However, there are extensive municipal planning products supporting the CIP. 

In 2007, the City of San Jose identified a critical backlog of maintenance and infrastructure 
development and adopted the remediation of the backlog as one of the City’s five top priorities.  
The City developed a plan to implement and potentially fund maintenance projects.  San Jose 
also maintains an unfunded needs report of the projects that are deemed necessary, but not 
funded due to fiscal constraints. 

San Jose has an approved Budget and CIP Policy which identifies roles and responsibilities 
as well as the prioritization system.  The City utilizes the following priorities in evaluating CIP 
projects: 

• Projects have a positive impact on the operating budget, such as reduced expenditures or 
increased revenues.  

• Projects are programmed in the Five-Year Operating Budget Forecast.  
• Projects can be completed or significantly advanced during the Five-Year Capital 

Improvement Plan.  
• Projects can realistically be accomplished during the year they are scheduled.  
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• Projects implement prior Council-adopted reports and strategies.  

The City recognizes the importance of the relationship between the CIP and the City Budget.  
The CIP is utilized as a planning document for budget recommendations.  San Jose has adopted 
the following policy: 

 “The Five-Year Capital Improvement Plan is a long-range study of financial 
wants, needs, expected revenues and policy intentions. It provides the necessary 
information for prudent budget recommendations. It compares the organization’s 
various needs over a period of five years with the various anticipated revenues 
and puts them into a single focus for analytical purposes. It is not law, such as an 
annual budget, but a planning tool that provides a collection of facts, trends, and 
suggestions to the City Administration and Council. After it is adopted by the City 
Council, it is a non-binding assertion of future intent only. However, when an 
appropriation for the annual capital budget is adopted as part of the regular 
budget, it represents the amount which will be used to implement part of the 
Capital Improvement Plan in the coming year.” 

Resultantly, the annual capital budget and the CIP may differ. 

CIP Development Process 

1. During late October or early November the San Jose Department of Public Works initiates 
meetings with all the contributing Departments to: 

• Update project scope and estimates 
• Identify new projects 
• Identify operating and maintenance impacts from new projects. 

The City of San Jose uses a real time database that permits users to enter project data and 
funding sources.  The database includes revenue forecasts to indicate under-or over-
spending. 

2. During this same October/November period, the City Manager’s Budget Office reviews 
development sensitive revenues and preparing forecasts of revenue. 

3. In January, the Budget Office develops a draft balanced capital program. 

4. During February, meetings between the departments and the City Manager are conducted to 
coordinate departmental priorities with the City Manager’s. 

5. In March, the CIP is revised, and in mid-April the City Manager releases the CIP to the 
Planning Commission. 

6. The Planning Commission makes revisions and forwards the CIP to the City Council. 

7. In period from April through the beginning of June, the CIP is revised and coordinated 
between the Mayor and the City Council. 
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8. In June, the City Council adopts both the budget and the CIP. 

Funding Sources 

The City of San Jose funds its capital program with 0.5 percent of the General Fund.  The 
General Fund contribution is used solely on projects where there is no other dedicated revenue 
source. Additionally, any remaining funds from the previous year’s budget are allocated to 
infrastructure projects. 

The City of San Jose utilizes a number of funding mechanisms including: 

• Sale of Bonds 
• Revenue from Other Agencies: 

- Federal Government 
- State Government 
- Water Pollution Control Plant User Agencies 
- Sanitary Sewer Joint Participation 
- Santa Clara Valley Water District 
- Redevelopment Agency 
- County of Santa Clara 
- Valley Transportation Authority 
- Other Agencies 

• Taxes Fees and Surcharges 
- Building and Structure Construction Tax 
- Construction Excise Tax 
- Construction and Conveyance Tax 
- Residential Construction Tax 
- Major Water Facilities Fees 
- Sanitary Sewer Connection Fees 
- Storm Drainage Fees 
- Water Utility Fees 
- North San José Traffic Impact Fees 

• Contributions 
- General Fund 
- Special Funds 
- Capital Funds 

• Interest Income 
• Developer Contributions 
• Miscellaneous 

 
Seattle, Washington 

Interviewee: Fiscal Policy Analyst and Coordinator of 2009-2014 CIP 

Seattle is has the largest population in the Pacific Northwest region with a municipal 
population of 592,800.  Similar to Los Angeles, Seattle maintains a large international airport, a 
world class seaport, and municipal utilities for electricity, water, and sewer.  Seattle also 
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oversees a large inventory of municipal facilities.  Seattle has grown through a series of 
annexations of smaller neighboring communities. Over a dozen Seattle neighborhoods have 
Neighborhood Service Centers, originally known as "Little City Halls.” 

Governance and CIP Overview 

Seattle is governed by a “Strong Mayor-Council” structure. Since 1911, Seattle's nine city 
councilors have been elected at large, rather than by geographic subdivisions. The only other 
elected offices are the city attorney and Municipal Court judges. 

The Seattle Department of Finance develops a six year CIP annually.  The CIP includes only 
funded programs and projects.  The Capital Budget and the first year of the CIP are one and the 
same, and the CIP is funded through the adoption of the annual budget.  The budget and the CIP 
are adopted simultaneously.  

Seattle’s CIP is prioritized based on the City’s Comprehensive Plan.  The Comprehensive 
(Comp) Plan, “Toward a Sustainable Seattle”, is a 20-year policy plan designed to articulate a 
vision of how Seattle will grow in ways that sustain its citizens' values.  The City first adopted 
the Comp Plan in 1994.  The Comp Plan provides basic policy choices and provides a flexible 
framework for adapting to real conditions over time.  It is a collection of the goals and policies 
the City will use to guide future decisions about how much growth Seattle should allow and 
where it should be located. The Comp Plan also describes in a general way how the City will 
address the effects of growth on transportation and other City facilities.  Key initiatives include: 

• Asset Preservation: During a 2002 assessment of the City’s demands for major maintenance 
and facility improvement projects, an Asset Preservation Study found that the City lagged 
behind industry-recommended levels of investment in asset preservation. The four 
departments involved in the study (Fleets and Facilities, Library, Parks and Recreation, and 
Seattle Center) are responsible for about of 6.9 million square feet of building space, 2.6 
million square feet of parking space, and 240 million square feet of grounds (primarily green 
space) and work yards. These assets have a replacement value of approximately $5 billion. 

• Historic Preservation:  The City consults with the Landmarks Board staff when there are 
plans to alter or demolish a structure that is listed in the inventory of City-owned Historic 
Resources as potentially eligible for Landmark status, to determine whether it is necessary 
for the department that owns the building to prepare a nomination. If the facility is 
significant, the department would go through the landmark designation process in order to 
preserve the historic nature of the facility.  

• Sustainable Building Policy: In February 2000, the City Council adopted a Sustainable 
Building Policy for the City of Seattle (Resolution 30121). The policy is based on criteria 
given by the U.S. Green Building Council’s LEED (Leadership in Energy and Environmental 
Design) rating system. All capital construction which falls under the Sustainable Building 
Policy (new or renovated facilities larger than 5,000 square feet) is expected to budget to 
meet the LEED “silver standard” or higher.  

• Alignment with City of Seattle Comprehensive Plan: Departments have taken special note 
of capital projects in neighborhoods targeted for substantial growth in the future or that have 
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received substantial growth in the last few years. This effort is intended to make sure growth 
areas have the appropriate physical infrastructure to accommodate growth, while balancing 
the major maintenance needs of existing facilities throughout the City, such as power 
distribution systems, pipes, community centers, swimming pools, libraries, and streets. 

• Federal Regulatory Compliance: The City’s utilities have several facility projects in their 
Capital Improvement Programs to meet federal and state regulatory requirements.  

• Small and Economically-Disadvantaged Business Assistance: The City has taken steps to 
address contracting equity for small and economically-disadvantaged businesses, including 
minority- and women-owned businesses.   

The Seattle CIP is an informative document presented in a format which enables the reader to 
understand the process in the development and approval of the CIP.  It provides the assumptions 
utilized and the directives provided by the Mayor and Council. 

 CIP Development Process 

1. The Seattle Department of Finance calls for projects from its contributing departments in 
January of each year. 

2. The Departments prepare estimates and prioritize projects based on need. 

3. The Department of Finance coordinates with the departments and develops a draft CIP. 

4. The CIP is presented to the Mayor. 

5. Department of Finance adjusts the CIP according to Mayor’s instructions. 

6. The CIP is balanced with expected funding apportionments. 

7. The City Council reviews and adjusts the proposed CIP. 

8. The City Council adopts a CIP at the end of November.  (Seattle utilizes a January 1 through 
December 31 fiscal calendar.) 

Funding Sources 

Seattle relies on a variety of sources to pay for capital projects.  These include locally-
generated revenues (taxes, fees, voter-approved levies, and user charges), intergovernmental 
revenues (including state and federal grants), and debt issuance.  The City establishes capital 
project accounts for resources set aside to acquire or construct major capital facilities. These 
accounts have been established to monitor the revenue and expenditures of specifically 
authorized revenues, such as voter approved and Council bonds and levies.  Funds include: 

• General Fund 
• Limited Tax General Obligation Bonds 
• Unlimited Tax General Obligation  
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• Utility Funds 
• Wastewater Fund, Solid Waste Fund, and Water Fund 
• Private Dollars 

A number of the City’s internal service providers, such as office space and information 
technology, charge user fees to their client city departments.  The funding of capital 
infrastructure improvements and the operating and maintenance budgets are based on the 
revenues from the user fees. 

Tucson, Arizona 

Interviewee: Capital Budget Coordinator 

Tucson has an estimated population of 519,000 and covers an area of 195.1 square miles, 
most of which is dry land.  The city is home to more than 120 park and five public golf courses 
located throughout the area.   

Governance and CIP Overview 

Tucson follows the "weak mayor" model of the council-manager form of local government. 
The 6-member city council holds exclusive legislative authority and shares executive authority 
with the mayor, who is elected by the voters independently of the council. An appointed city 
manager, meanwhile, is responsible for the day-to-day operations of the city.  

Tucson’s CIP is a five-year plan that is developed biennially in coordination with the City’s 
biennial budget process.  The first two years of the CIP are adopted in the City’s budget.  The 
2008-09 FY CIP is approved to expend $245 million.  In April 2006, Mayor and Council 
approved the City’s first Financial Sustainability Plan which consolidates the city’s strategic 
priorities, long-term plans, and financial projections into a single ten-year service and financial 
plan.  It identifies future service levels consistent with the strategic priorities and the resources 
required to provide those services.  The plan provides a basis for future biennial budgets and 
guides workforce planning and other efforts to improve the effectiveness and efficiency of city 
services.  The Fire, Police, Streets, Parks and Recreation and Transportation Departments 
contribute to this plan.  This master plan essentially identifies the City’s priorities and provides 
direction regarding the types of projects that will be considered for funding. 

The Tucson Budget and Research Department is responsible for the overall coordination and 
development of the CIP.  It has established policies and procedures for CIP development, 
including the following basic elements:  

Defining Capital Improvement 

Projects need to meet one of the following criteria to be included in the CIP: 

• Construction of a new city asset or expansion of an existing city-owned facility, including 
preliminary planning and surveys, cost of land, staff and contractual services for design 
and construction, and related furnishings and equipment. 
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• Initial acquisition of a major equipment system, which will become a city asset that has a 
cost of $100,000 or more and a useful life of at least six years. 

• Major renovation or rehabilitation of an existing city-owned facility that requires an 
expenditure of $100,000 or more and will extend the life of the original city asset. 

Operating and Maintenance 

To be included in the CIP, a project must have estimated operating and maintenance (O&M) 
estimates.  The cost of the future O&M must fit within the forecast budget.  If the O&M 
cannot be absorbed by the budget, the project will not be funded. 

CIP Development Process 

1. The process is biennial and begins in early fall, when the Department of Budget and 
Research meets with CIP department liaisons to review guidelines for the upcoming CIP.  

2. Departments develop CIP requests based on their assessments of needs, citizen committee 
input, and existing bond authorizations and grant awards.  Departments are directed to 
include only projects with secured funding.  Exceptions are made for annual federal grant 
appropriations from the Federal Transit Administration, for pending awards that would 
require budget capacity be available (e.g., any non-federal grant or contribution), and future 
revenues bonds for Enterprise Funds. Department requests are reviewed by the Department 
of Budget and Research and the City Manager’s Executive Management Team. 

3. The proposed CIP is presented to the Mayor and Council in April with the recommended 
biennial budget.  The Council reviews both operating and capital budgets at study sessions in 
May.  The first two years of the CIP are included as part of the City’s biennial budget.  

4. Two public hearings are held prior to the adoption of the biennial budget. 

Funding Sources 

Only a small amount of General Fund dollars are used to fund Tucson’s CIP.  The General 
Fund is usually used to provide matching funds when necessary.  The City relies on a variety of 
bonds and funds as shown below: 

• General Purpose Funds. This category, which includes the General Fund, totals $6.2 
million.  General Fund contributions to the Mass Transit Fund account for $6.0 million of 
that total.  

• Grants and Contributions. This category totals $529.3 million or 50 percent of the five-
year CIP. Included in this category are federal grants, funding for the Regional 
Transportation Authority (RTA) plan, the city’s Highway User Revenue Funds (HURF), 
regional HURF distributed by the Pima Association of Governments (PAG), and other 
agency and private sector contributions. 

• City Bond Funds. City bond funds, one percent of the five-year CIP, will provide $9.2 
million over the next five years: $4 million from general obligation bonds, and $5.2 
million from a future bond authorization. 
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• Enterprise Funds. Enterprise Funds total $392.9 million or 37 percent of the five-year 
CIP. 

• Other Local Funds. This category, which provides 11 percent of the five-year CIP, totals 
$123.4 million. These funds come primarily from certificates of participation sold to 
finance the new Fire Headquarters, expansion of Police Headquarters and the Public 
Safety Training Academy, and the new Police Crime Lab. Capacity of $6.8 million is 
included for impact fees, which are distributed between the five benefit areas, for road 
and regional park improvements. 

• Non-City Funds. The Non-City Funds category contains private donations and 
contributions made to the Parks and Recreation Department. It totals $0.6 million, which 
is less than 1 percent of the five-year CIP. 

 

 

APPENDIX B – SURVEY RESULTS  NORTHSTAR 26


