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Hercules finds place in 
study of spending on 
low-income housing
 

By Tom Lochner
Contra Costa Times

Posted: 11/12/2010 07:07:59 PM PST

Updated: 11/13/2010 05:19:42 PM PST
 

Hercules is among several redevelopment agencies 
that drew the attention of a state Senate research 
team last year for what looked like high 
administrative and planning costs.

In fiscal 2007-08, Hercules used more than 
$640,000 in low- and moderate-income housing 
funds for planning and administration, including 
more than $390,000 on consulting services, 
researchers with the California Senate Office of 
Oversight and Outcomes found.

Most of the $390,000 went to NEO Consulting Inc. 
D.B.A. Affordable Housing Solutions Group, which o
perated in a portable next to Hercules City Hall; the 
rest went to Sacramento lobbyist Joe A. Gonsalves & 
Son.

The study, "Where does the Affordable Housing 
Money Go? Administrative Spending by 
Redevelopment Agencies Lacks Accountability," 
published Sept. 30, is available at www.sen.ca.
gov/oversight.

After 2007-08, the final year of the study, 
NEO/AHSG expanded its consulting portfolio with 
Hercules beyond affordable housing, gathering 
more than $1.1 million worth of consulting 
 

contracts in 2010-11. The council eliminated more 
than half the contracts last week at the 
recommendation of interim City Manager Charlie 
Long.

In an examination of 12 redevelopment agencies, 
the researchers found a preponderance of lax 
record-keeping, messy data, lack of familiarity with 
laws, unreliable audits and questionable spending, 
among other problems. They made 12 
recommendations 

to strengthen oversight.

Starting in 2009, the researchers crunched 13 years' 
worth of data, through fiscal year 2007-08, to 
ascertain whether redevelopment agencies' planning 
and administration expenditures were proportionate 
to the amount they spent to build, rehabilitate and 
preserve affordable housing.

They compiled two spreadsheets, one showing 
agencies that had spent low- and moderate income 
housing funds exclusively on planning and 
administration in any given year; the other showing 
agencies that spent at least 50 percent of their 
housing funds and at least $200,000 on planning 
and administration in a given year.

Hercules made one or the other list 11 times, as did 
Tulare County and the cities of Marina, Monterey 
Park and Torrance.

Pismo Beach, San Bruno and Covina made it into the 
study for similar reasons. The researchers added 
Culver City because its reporting showed 
"anomalies" that state experts could not immediately 
explain. The team added three agencies at random, 
for comparison purposes: Chino, Kerman and San 
Leandro.

The study noted that Hercules had created 
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affordable housing while some other agencies had 
created none. But Hercules reported 132 new units 
it created in 2003-04, the Victoria Family 
Apartments, twice to the state Department of 
Housing and Community Development because they 
satisfied different legal requirements.

As a result, "the HCD reporting system double-
counted the 132 new units and inflated the number 
of newly constructed units credited to Hercules that 
year," the researchers say.

In addition to the more than $390,000 for 
consulting services paid out of low- and moderate-
income housing funds in 2007-08, most of it to 
NEO/AHSG, Hercules spent $50,000 of the housing 
funds on janitorial services, repairs, legal services, 
computer use, office supplies, utilities, the portable 
affordable office and other expenses, according to 
the study. Hercules additionally spent $200,000 of 
low- and moderate-income housing funds that year 
on overhead charges for agency staffers to cover 
affordable housing operations, paid at the rate of 
$16,666 a month.

"At least 30 employees are involved with the 
affordable housing programs, outside NEO 
Consulting, according to (then-Hercules Finance 
Director Gloria) Leon," the state study reads.

Leon, now assistant finance director, did not 
respond to several e-mails Friday seeking details of 
the agency's assumption of NEO/AHSG's overhead 
costs in 2007-08 and subsequent years.

The state researchers also questioned the propriety 
of using low- and moderate-income housing funds 
to pay for lobbying, although they acknowledge that 
lobbyist Gonsalves represented Hercules in a 
successful quest for a $720,000 state grant for 
down-payment assistance to first-time, low-income 
homebuyers.
 

In his weekly City Manager's Report posted on the 
Hercules website Friday, Long recommends 
cancellation of what is now a $48,000-a-year 
lobbying contract with Gonsalves.

"$48,000 per year of housing money for lobbying, 
based on my experience, seems to me to be an awful 
lot of money that could go into services," Long said 
later on Friday. "I am skeptical of the value we obtain 
from investing in lobbying services."

Contact Tom Lochner at 510-262-2760.
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