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March 30, 2015

To:  City Budget Office

From: City Auditor Mary Hull Caballero %béaéécé&a

Re:  Spring Budget Monitoring Report

Enclosed please find our year-end projections, technical adjustments, carryover requests, a new
request, and a status report on previous carryover requests and decision packages for the
general fund supported operations in the Auditor’s Office. Also included are adjustments and
requests for the three funds we administer: Local Improvement District Fund (LID),
Assessment Collection Fund, and Bancroft Bond Interest & Sinking Fund.

Business Area Projections

The Auditor’s Office Spring Budget Monitoring Report shows that overall operational
expenditures are within the spending plan for each major object area. The Auditor’s Office
projects to be underspent in external materials and services and within the budgeted resources
for internal materials and services and personnel services. A surplus in interagency revenues is
due to an increase in certain types of Hearings Office cases.

Technical Adjustments

The Auditor’s Office requests several transfers within the operating budget. Significant
transfers include funds from external materials and services to personnel services (totaling
$91,100) and internal materials and services (totaling $30,000) in order to ensure adequate
funding for unanticipated expenditures. The Office additionally requests a transfer of funds to
the Assessments, Finance, and Foreclosure program for expenditures on the Lien Accounting
System replacement project ($110,000) from the LID fund.

New Request
The Office requests a transfer from bureau contingency to personnel services for an
unanticipated increase in overall personnel services expenses, totaling $60,181.

Carryover Requests

The Office requests carryover for two separate projects related to training and software
upgrades. Due to delays in the procurement process for the planned records management
training development, the Archives and Records Management division requests to carryover
$15,000 to continue work on the project in the next fiscal year. Additionally, savings in
external materials and services are being requested in the amount of $40,000 to help fund



potential replacements of two outdated software programs for the Hearings Office as well as
the Regulation of Lobbying Entities program.

Decision Package and Program Carryover Updates
An FY 2014-15 Decision Package and Carryover Request update report is included to detail
the status of two projects and the hiring status of one position.

LID Fund, Assessments Collection Fund, and Bancroft Bond Interest & Sinking Fund

Fund Projections

Year-end projections for the Assessment Collection Fund and the Bancroft Bond fund are
generally within estimated budget amounts. Projections for the LID fund indicate a higher
beginning fund balance and projected increase in charges for services and miscellaneous
revenues which will be used for debt service. A new request is being submitted in the BMP to
address these issues.

Technical Adjustment

There is one technical request to adjust the beginning fund balance to actual FY 2013-14
ending balance. Additionally, the request includes adjustments to increase assessment and
interest revenues, increase the debt retirement principal and interest payments, and increase the
interagency between the LID fund and he Auditor’s Office for costs related to the lien
accounting system replacement project. The net off-set to the adjustments is an increase in
contingency of $152,012.



CBO Discussion and Recommendations
FY 2014-15 Spring Supplemental Budget

Bureau: Office of the City Auditor

Request: AU_006 - Spring BMP Technical Adjustments

Type: Technical Adjustment

Spring BMP Spring BMP Spring BMP
Requested CBO/Council Total
Adjustments Changes Adjustments
EXPENDITURES
Personnel Services 91,100 0 91,100
External Materials and Services (71,100) 0 (71,100)
Internal Materials and Services (20,000) 0 (20,000)
TOTAL EXPENDITURES 0 0 0

Bureau Description:

The Auditor's Office requests technical adjustments within its operating budget to cover expenses for facilities projects ($15,000), increased
facilities space rent ($13,000), additional server costs ($9,120), and higher than anticipated personnel services costs ($91,100). These
adjustments are covered by savings from lower than expected expenditures in external materials and services costs, primarily in the budget
for the City's external audit, operating supplies, and professional services. Additional funds will be added to the Lien Accounting System

replacement project ($110,000), offset through a transfer from the LID fund.

CBO Discussion and Recommendation
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CBO Discussion and Recommendations
FY 2014-15 Spring Supplemental Budget

Bureau: Office of the City Auditor Type: New Request

Request: AU_007 - Spring BMP Contingency Request

Spring BMP Spring BMP Spring BMP
Requested CBO/Council Total
Adjustments Changes Adjustments
EXPENDITURES
Personnel Services 60,181 0 60,181
Contingency (60,181) 0 (60,181)
TOTAL EXPENDITURES 0 0 0

Bureau Description:
This request draws on bureau contingency to cover higher than anticipated personnel services costs ($60,181).

CBO Discussion and Recommendation
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CBO Discussion and Recommendations
FY 2014-15 Spring Supplemental Budget

Bureau: Office of the City Auditor Type: Program Carryover Request

Request: AU_008 - AU Carryover: Records Management Training

Spring BMP Spring BMP Spring BMP
Requested CBO/Council Total
Adjustments Changes Adjustments
EXPENDITURES
External Materials and Services (15,000) 0 (15,000)
TOTAL EXPENDITURES (15,000) 0 (15,000)
REVENUES
General Fund Discretionary (15,000) 0 (15,000)
TOTAL REVENUES (15,000) 0 (15,000)

Bureau Description:

The Auditor's Office requests carryover of $15,000 from the Archives and Records Management division budget to fund the development of
online Records Management training for all City employees. The purpose of the training is to improve understanding of records
management and retention responsibilities and compliance. Due to delays in the procurement process, this project began later than
originally planned. A vendor has been selected and work will begin within the next month. $30,000 was originally dedicated for this project
for FY 2014-15; however, we anticipate that only half of this original amount will be expended by the end of the fiscal year. The carryover
will allow us to continue the work originally slated for this year.

CBO Discussion and Recommendation
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CBO Discussion and Recommendations
FY 2014-15 Spring Supplemental Budget

Bureau: Office of the City Auditor Type: Program Carryover Request

Request: AU_009 - AU Carryover: Software Updates

Spring BMP Spring BMP Spring BMP
Requested CBOI/Council Total
Adjustments Changes Adjustments
EXPENDITURES
External Materials and Services (40,000) 0 (40,000)
TOTAL EXPENDITURES (40,000) 0 (40,000)
REVENUES
General Fund Discretionary (40,000) 0 (40,000)
TOTAL REVENUES (40,000) 0 (40,000)

Bureau Description:

The Auditor requests carryover of $40,000 in external materials and services dollars to fund needed replacement of the Hearings Office
database and case management program and/or the Lobbyist Registration program’s online reporting system and database. Both
applications are out-of-date, do not provide needed functionality, and are no longer maintainable. Due to leadership transition and other
factors, neither project began during the current fiscal year and neither has a cost estimate yet. Carryover will allow the office time to gather
additional information, survey the market for available off-the-shelf products, and begin implementation of solutions.

CBO Discussion and Recommendation
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Business Area Projection Report

Spring BMP FY 2014-15 Spring BMP % of Projected
Revised YTD Actuals Year-End Actuals to
Budget Thru AP8 Projection Revised Bud
Office of the City Auditor
EXPENDITURES
Personnel Services $5,650,560 $3,779,350 $5,607,336 99%
External Materials and Services $1,624,524 $753,893 $1,471,223 91%
Internal Materials and Services $1,675,841 $1,291,858 $1,659,540 99%
Contingency $39,175 $0 $39,175 100%
TOTAL EXPENDITURES $8,990,100 $5,825,100 $8,777,274 98%
REVENUES
Charges for Services $262,275 $97,929 $244,852 93%
Interagency Revenue $131,566 $38,361 $145,099 110%
Miscellaneous $5,500 $78,926 $3,737 68%
General Fund Discretionary $3,936,747 $0 $3,729,573 95%
General Fund Overhead $4,654,012 $0 $4,654,012 100%
TOTAL REVENUES $8,990,100 $215,217 $8,777,273 98%

Bureau Projection Narrative

Overall the Auditor's Office projects that expenses will be within the spending plan for FY 2014-15. Personnel services and
internal materials and services will be tracking to the budget closely and external materials and services expenditures are

projected to be slightly underspent.

Revenues are generally expected to be on track with budgeted amounts. The office projects charges for services revenues will be
slightly unrealized and interagency revenues will come in marginally above expectations. Both variations are due to difficult to
project fluctuations in Hearings Office caseloads and related revenue. Charges for services revenue is projected to be below the
budgeted amount by 7% resulting from a continuing decline in TriMet exclusion appeal cases and an expected 10% surplus in
interagency revenue is due largely to an increase in bureau code and appeal cases. Miscellaneous revenues in year-to-date
actuals include a check for $76,434.99 made out to the closed Campaign Finance Fund; distributions to the appropriate funds are

currently in process.
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CBO Discussion and Recommendations
FY 2014-15 Spring Supplemental Budget

Bureau: Office of the City Auditor Type: Technical Adjustment

Request: AU_010 - Misc Technical Adjustments - LID

Spring BMP Spring BMP Spring BMP
Requested CBO/Council Total
Adjustments Changes Adjustments
EXPENDITURES
Internal Materials and Services 117,120 0 117,120
Bond Expenses 2,558,757 0 2,558,757
Contingency 152,012 0 152,012
TOTAL EXPENDITURES 2,827,889 0 2,827,889
REVENUES
Budgeted Beginning Fund Balance 2,537,452 0 2,537,452
Miscellaneous 290,437 0 290,437
TOTAL REVENUES 2,827,889 0 2,827,889

Bureau Description:

This request makes various technical adjustments to the LID fund:

1) Increase beginning fund balance by $2,537,452 to actual FY 2013-14 CAFR ending balance.

2) Increase Auditor/LID transfer by $117,120 for internal service costs and professional service costs

3) Increase assessment payment by $151,761 and interest revenues by $138,676

4) Increase debt retirement principal by $2,519,757 and interest debt service by $39,000 for increased revenues and fund balance
5) Increase contingency by $152,012 for adjustments to beginning fund balance reduced by interagency costs.

CBO Discussion and Recommendation
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Fund Projection Report

Spring BMP FY 2014-15 Spring BMP % of Projected
Revised YTD Actuals Year-End Actuals to
Budget Thru AP8 Projection Revised Bud
Assessment Collection Fund
EXPENDITURES
Unappropriated Fund Balance $0 $0 $77,980
Internal Materials and Services $1,545 $1,024 $1,545 100%
Contingency $77,588 $0 $0 0%
TOTAL EXPENDITURES $79,133 $1,024 $79,525 100%
REVENUES
Budgeted Beginning Fund Balance $78,269 $0 $79,059 101%
Fund Transfers - Revenue $14 $0 $14 100%
Miscellaneous $850 $370 $452 53%
TOTAL REVENUES $79,133 $370 $79,525 100%

Fund Projection Narrative

The Auditor's Office expects that miscellaneous revenues will be less than budgeted because no assessment principal payments
are expected to be collected prior to year end. Since there are no scheduled repayments for the significantly delinguent liens in
the fund it is not possible to specifically determine or estimate lien repayments. Payment activity represents either sporadic
customer payments or payoff of the lien balance when the property sells. Activity to date represents investment interest earnings
and minimal lien interest payments collected on assessments. Year-end projections for miscellaneous revenues account for only
investment interest earnings and minimal collection of lien interest.

3/30/2015 11:11:07
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Fund Projection Report

Spring BMP FY 2014-15 Spring BMP % of Projected

Revised YTD Actuals Year-End Actuals to
Budget Thru AP8 Projection Revised Bud
Bancroft Bond Interest and Sinking Fund
EXPENDITURES
Unappropriated Fund Balance $15,649,926 $0 $12,457,822 80%
Bond Expenses $6,513,196 $2,655,133 $6,414,903 98%
TOTAL EXPENDITURES $22,163,122 $2,655,133 $18,872,725 85%
REVENUES
Budgeted Beginning Fund Balance $15,275,069 $0 $11,883,223 78%
Miscellaneous $6,888,053 $5,078,927 $6,989,502 101%
TOTAL REVENUES $22,163,122 $5,078,927 $18,872,725 85%

Fund Projection Narrative

The actual beginning fund balance will be less than originally budgeted due to an unanticipated large debt payment in June 2014
to fully redeem the 2003A Limited Tax Improvement Bond. As a result, unappropriated ending fund balances will be less than
budgeted. Year-end miscellaneous revenues and bond expenses are projected to be on budget.

3/30/2015 11:11:25 Page 1 of 1

sap_b_projection_fund3



Fund Projection Report

Spring BMP FY 2014-15 Spring BMP % of Projected
Revised YTD Actuals Year-End Actuals to
Budget Thru AP8 Projection Revised Bud
Local Improvement District Fund
EXPENDITURES
Unappropriated Fund Balance $0 $0 $3,114,346
External Materials and Services $5,000 $975 $4,750 95%
Internal Materials and Services $1,636,593 $894,234 $1.610,507 98%
Bond Expenses $5,479,048 $58,604 $3,067,409 56%
Fund Transfers - Expense $1,916,594 $8,890 $1,216,594 63%
Contingency $2,933,871 $0 $0 0%
TOTAL EXPENDITURES $11,971,106 $962,703 $9,013,606 75%
REVENUES
Budgeted Beginning Fund Balance $6,031,368 $0 $6,031,368 100%
Charges for Services $788,500 $625,990 $994,000 126%
Fund Transfers - Revenue $63,978 $0 $63,978 100%
Bond and Note $4,377.,260 $0 $1,203,260 27%
Miscellaneous $710,000 $587,306 $721,000 102%
TOTAL REVENUES $11,971,106 $1,213,296 $9,013,606 75%

Fund Projection Narrative
Expenditures:

Fund transfers are projected to be below budget, as no bond sales are anticipated to occur this fiscal year and therefore no
transfer to BES for estimated bond proceeds is expected. No adjustment will be requested to reduce fund transfers in the event

that a sale does occur.

Revenues:

Beginning fund balance was greater than budgeted as a result of significant assessment payments made on LID assessments
prior to fiscal year end. A request is included in this BMP to increase the balance to the actual amount.

Charges for services revenue are projected to be greater than budgeted due primarily to increased collection activity and
numerous payoffs of delinquent liens. Over $156,000 in additional collection fees, costs, and penalties are estimated above

budgeted amounts.

Bond and note revenues are projected to be less than budgeted since no bond sale is scheduled to occur this year. This is due to
the availability of sufficient assessment contracts at this time to support a bond sale. No adjustment will be made since significant
contracts could be received prior to year end which could justify a sale.

Miscellaneous revenues for lien collections and interest are projected to be greater than budgeted by approximately $290,000.
The current projection is based on higher actual year-to-date collection of assessment payments on several delinquent
assessments, with an average collection rate expected for the remainder of the year. A request is included in this BMP to
increase budgeted revenue amounts with a corresponding increase in debt service expense.
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Office of the City Auditor
FY 2014-15 Decision Package and Program Carryover Update
Spring BMP
March 30, 2015

1. AU Carryover Request (AU_014) RM Training “The Auditor’s Office requests carryover of
530,000 from the Archives and Records Management division budget to fund development of
Records Management training for all City employees. The need for general, Citywide training in
records management and retention responsibilities is growing as employees move away from
paper and increasingly use digital communication and electronic media to generate records.
The risks that these changes pose to the City will not diminish until employees are provided
with the training, knowledge, and tools they need to better manage the records they generate.
This training is one critical piece of improving the City’s records management capabilities,
although it does not address the need for additional TRIM licenses to ensure employees have a
common tool for managing their digital records. Archives and Records Management has
generated savings in its External Materials & Services budget this year and requests the
carryover of those savings in order to fund this critical training need.”

Update Report: In process. Last year, the Auditor’s Office requested a carryover of $30,000 to
develop online Records Management training for all City employees. The purpose of the
training is to provide all employees with a basic understanding of public records requirements,
tools, techniques and laws. The process of developing the RFP and awarding a contract for this
specialized training has taken longer than expected. A vendor is now in place and work is
scheduled to begin in April. We do not anticipate that all of the original requested carryover
will be spent by the end of the fiscal year. As a result, an additional carryover of $15,000 is
requested into next fiscal year in order to continue the work. Please see Request # AU_008.
The vendor is Monarch Media, Inc. and the contract amount is $60,000.

2. AU Carryover Request (AU_002) Increase BTS IA for LAS Project “The Lien Accounting System
(LAS) is a legacy, mainframe-based system that maintains assessments and liens against
property for multiple bureaus and funds in the City: Transportation, Parks, Environmental
Services, Development Services, Water, the Local Improvement District fund, and the General
fund. It has over 4,230 active accounts and 2,240 pending lien accounts. There are
approximately 148,000 inactive lien records with permanent retention requirements. The
current total outstanding balances being billed is approximately $85.4 million, with an
additional $16.5 million pending assessment. This system is an Auditor’s Office system, but it is
a critical financial system for multiple bureaus and thousands of property owners who have
financed their assessments. The LAS is over 25 years old, written in an increasingly obsolete
and hard to maintain language; it resides on the City’s mainframe, which is scheduled for
decommission at the end of FY 2014-15. The Auditor’s Office has been aggressively seeking



solutions to replacing or re-hosting the LAS for the better part of a decade, but has had
numerous setbacks and requests from OMF for project pauses that have delayed
implementation of a solution. If the LAS is the only remaining system on the mainframe at the
time of its scheduled decommission, maintenance costs alone will be over 51 million per year,
an expense that the Auditor’s Office and the LID fund cannot absorb.

The Auditor’s Office, along with BTS and others in OMF, is currently evaluating solution
proposals for the LAS. The initial review of proposals shows that the project will be more costly
and involve more risk than originally planned due to the tight timeline and limited staff
resources available to assist. In order to partially offset the costs above what was originally
envisioned, the Auditor’s Office is requesting carryover of unspent Personnel Services and
External Materials & Services funds to next fiscal year. These unexpended funds are primarily
resulting from vacancy and salary savings, curtailed travel and education spending, and a
significant portion of the Professional Services budget that was not needed in the current fiscal
year. Because this project is so critical to so many bureaus and members of the community, the
Auditor’s Office would like to apply 5250,000 of its projected General Fund savings to this
project next year. “

Update Report: In process. The project to complete a rewrite of the Lien Accounting System
(LAS) was initiated in the spring of 2014 to ensure a new system was in place prior to the
decommissioning of the City’s mainframe at the beginning of FY 2015-16. The project
milestones are generally tracking to the project plan and the new system is on target to be
complete by the cutover date. The new system is being developed by a team of BTS staff and
outside contractors who are reverse engineering the existing application and coding the new
system using dot net and a Windows platform, making it easier and less expensive to
maintain.

Progress to date has been steady and the project team continues work to mitigate the risks
associated with this project and its short timeline. As of mid-March, development work is
complete on the first 5 modules (Accounts, Billing, Receivables, Recording, and Projects), is
underway on 2 modules (Bonds Processing and Reports), and will begin shortly for the
remaining two modules (Collections Processing and Special Billing), which are scheduled to be
complete before the middle of May. User acceptance testing is occurring nearly every day as
modules are developed, so there is a steady cycle of feedback, correction, and improvement.
Integration testing, parallel implementation, training and cutover will occur after the last
module is complete. We are planning on having at least one month of parallel implementation
to ensure the new system is working properly before cutting over from the mainframe.

Although progress has been positive and the project team estimates that the bulk of the
programming and development work will be done on schedule, there are several risks to the
project that the team has had to mitigate or factor into planning. First, the project is being
programmed primarily by one contracted developer, which creates a resource risk should he
leave the project for any reason. Additional BTS resources were dedicated to work on reverse
engineering and development to ensure some level of knowledge transfer is occurring.
Additionally, a second dot net programmer was hired to help ensure the project stayed on
schedule and had multiple members who understood and could write code. The second
programmer has subsequently left the project and the team is now actively pursuing an
additional development resource. In the meantime, both BTS staff and the contracted
programmer are working additional hours to ensure the project stays on schedule.



The very condensed timeline for this project is the largest risk the project team has to
mitigate. It has done so by adding development resources, ensuring user acceptance testing is
occurring as modules are finished and researching the cost of potentially keeping the
mainframe running for a short period of time as a worst case scenario. However, the project
has tracked to critical dates thus far and has had numerous successful parallel billing cycles,
significantly increasing the likelihood of finishing on time.

The budget for the project has grown as resources have been added and will require
additional funds to be transferred from the LID fund in the Spring BMP. The current estimate
for project cost is $668,620, including $65,000 in contingency. During the FY 2013-14 Spring
BMP the Auditor’s Office requested a carryover of $250,000 from the unspent bureau external
materials and services budget to help pay for the project. These dollars, along with a $150,000
transfer from the LID fund in the FY 2014-15 Fall BMP and $110,000 transfer during the
current Spring BMP from the LID fund, are expected to be expended on the project by the end
of the fiscal year.

Time and materials contracts are in place with Elyon for development resources (flexible
services, $113,317 expended through AP8), Galaxux, Inc. for project management and
development resources (flexible services, $42,720 expended through AP8), and Online
Business Systems for quality assurance for the Technology Oversight Committee (flexible
services, $12,950 expended through AP8).

Decision Package AU_02 Realignment: Council minutes support staff “This realignment
packages moves $13,548 from External Materials and Services to Personnel Services and
increases the FTE of the Office Support Specialist 11 (0SSll). It is @ companion package with
AU_03 to restore the half time OSS Il position in the Council Clerk/Contracts Division to full
time after last year’s budget reduction. This position performs critical tasks for the program,
including scanning and processing Council documents, assistance with Council minutes, front
desk coverage, assistance with check and payment processing, and review of contract
documents for processing and archiving.”

Update Report: The restoration of this position has ensured adequate coverage for all division
functions, in particular by assisting with document processing and allowing for greater front
desk coverage. The increased FTE has helped the division make progress toward its goal to
have Council minutes available to the public within three months; currently, the division
projects 6 months on average for FY 2014-15, up from 9 months in the previous fiscal year.



