City Budget Office

OFFICE OF THE CITY AUDITOR

Analysis By: James M. Carter

All Funds Budget Summary Adopted Request Base Decision Pkgs Request Total | Percent
FY 2014-15 FY 2015-16 FY 2015-16 FY 2015-16 Change
Resources
Beginning Fund Balance $18,847,254 $16,598,989 SO $16,598,989 -11.9%
Charges for Services 1,050,775 1,076,341 (0] 1,076,341 2.4%
Interagency Revenue 115,750 128,903 (56,088) 72,815 -37.1%
Fund Transfers - Revenue 63,992 (0] (0] O | -100.0%
Bond and Note Proceeds 4,377,260 5,370,065 (0] 5,370,065 22.7%
Miscellaneous Sources 7,313,966 7,542,520 (0] 7,542,520 3.1%
General Fund Discretionary 3,991,747 4,051,044 26,016 4,107,132 2.9%
General Fund Overhead 4,654,012 4,682,562 30,072 4,682,562 0.6%
Total Resources $40,414,756 $39,450,424 o) $39,450,424 -2.4%
Expenditures
Personnel Services $5,499,279 $5,978,773 SO $5,978,773 8.7%
External Materials and Services 1,739,808 1,505,071 (0] 1,505,071 -13.5%
Internal Materials and Services 3,061,226 3,024,324 (0] 3,024,324 -1.2%
Debt Service 9,433,487 8,001,626 (0] 8,001,626 -15.2%
Fund Transfers - Expense 1,916,594 3,674,219 (0] 3,674,219 91.7%
Contingency 3,114,436 3,663,509 (0] 3,663,509 17.6%
Unappropriated Fund Balance 15,649,926 13,655,510 (0] 13,655,510 -12.7%
Total Requirements $40,414,756 $39,503,032 o) $39,503,032 -2.3%
Total Bureau FTE 50.12 50.52 0.00 50.52 0.8%

Percent Change is the change from FY 2014-15 Adopted Budget to FY 2015-16 Total Requested Budget.

Key Issues

Key Performance Measures

The Auditor’s Office identified a select set of performance measures to demonstrate the effectiveness and
efficiency of core service delivery. In general, the key performance measures (KPMs) were explicitly
endorsed by the bureau budget advisory committee as being meaningful to the public as well as being of
value to bureau operations.

The Key Performance Measures for the Auditor’s Office are as follows:

e Median number of days to complete e Annual percentage change in electronic
Independent Police Review (IPR) intake documents viewed through E-files (public
investigations portal)
e Percentage of audit report e Percentage of Ombudsman’s Office
recommendations implemented or in recommendations implemented by bureaus

process

With regards to the budget development and monitoring processes, these KPMs are regarded as being
most useful to Council decision making. This first part of this review examines a few of the Auditor’s Office
service areas related to the KPMs and the remainder of the review discusses significant issues.
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Independent Police Review (IPR) Intake Investigations and Enhanced Analysis

As part of its City charter-mandated oversight authority, the IPR plays an integral role in ensuring police
accountability, which has an influence on public trust. One measure of IPR’s impact is “the median
number of days to complete IPR intake investigations.” The intake investigation is one step in the overall
process to look into allegations of officer misconduct. However, despite code changes in January 2014,
implementation to facilitate more efficient investigations, the median number of days to complete intake
investigations is projected to increase to 36 days by year-end FY 2014-15 (up from 34 days in FY 2013-14).
IPR projects a downward trend in the median number of days to 32 in FY 2015-16; this projection is
sensible given the City’s urgency to meet the terms of the DOJ settlement agreement that the Police and
City shall complete investigations of officer misconduct within 180 days of receipt of a complaint.

In addition to continuing work with the Portland Police Bureau (PPB) to improve the timeliness of
investigations of alleged police misconduct, there is an opportunity for IPR to undertake independent
analysis of police behaviors associated with citizen complaints. Current IPR statistical reporting is
descriptive in providing demographic information (i.e. gender, race, and age)* and geographic location?;
however, descriptive statistics fall short of providing a level of insight to further inform decision making by
City bureaus and Council. For example, consider use of force (UOF) incidents which in 2013 accounted for
13% of IPR investigations. Public reports authored by IPR do not disaggregate data across demographic
categories, and those reports issued by PPB are limited to descriptive statistics of demographic
categories.? It is noteworthy that the number of use of force incidents continues to trend downward#;
notwithstanding, rigorous analysis might detail the comparative rates of UOF incidents across racial and
gender demographics. For example, in spite of overall decline in UOF, for every 1,000 arrests of whites 27
involved use of force; comparatively, for every 1,000 arrests of non-whites 31 involved use of force.’
Demographic disparities in UOF incidents have not been a focal point of analysis reported by the City. CBO
recommends that IPR continue to invest in building capacity to enhance analysis which can be leveraged
to hasten improvements in police services and accountability.

Audit Report Recommendations and Longer-term Follow-up

A fundamental function of the Auditor’s Office is to review performance of City services. City decision-
makers have been presented with 222 specific recommendations from audit reports issued between FY
2007 and FY 2013; for these recommendations, the period of assessing implementation spanned from FY
2010 to FY 2014. One year after audit issuance, bureaus self-report whether audit recommendations are
“implemented”, “in process”, or “not implemented” and then Audit Services has a process to
independently verify bureau implementation.

Audit recommendations “in process” of implementation accounted for 17% to 42% of bureau

implementation efforts, and those recommendations “not implemented” accounted for 4% to 11%. The
graph that follows details the percentages for audit recommendations in each category.
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Graph 1. Implementation Rate of Audit Recommendations
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In select circumstances, Audit Services might consider longer-term follow-up in addition to one year after
audit issuance; these circumstances might include follow-up for those bureaus targeted for subsequent
audits and/or otherwise identified as budget priorities. For example, emergency preparedness has been
established as a budget priority in the past two budget development cycles. An audit report from May
2010 entitled “Emergency Management: Coordination Limited and Essential Functions Incomplete” had
an audit recommendation verified as being “in process.” Details related to the current status of this
recommendation may help to inform the review of the FY 2015-16 Requested Budget. Another example
of the potential for audit recommendations to help inform budget planning is review of the audit report
on the Portland Development Commission (PDC)’s monitoring of disposition and development
agreements. For this audit, all four recommendations were “in process” at the end of the review period®.
Since the audit’s issuance, PDC expenditures totaled $363.8 million for the key activities” within the scope
of the audit’s review of economic development. In summary, Council decision-making might benefit from
the Auditor’s Office continued assessment of the recommendations either “in process” or “not
implemented.” CBO recommends that in select circumstances the City bureaus and the Audit Services
institutionalize processes for continued assessment of audit report recommendations “in process” or “not
implemented.”

Lien Accounting System Replacement

Phasing out the Citywide enterprise server (or mainframe) has been a priority for all bureaus with systems
on the mainframe, which is scheduled to be decommissioned by July 2015. For the Auditor’s Office, the
Lien Accounting System (LAS) is an application that continues to operate on the City’s mainframe. With
additional investments from the LID Fund, noteworthy progress has been made to remove the LAS from
the mainframe. Until the replacement project is complete and the LAS is transitioned off the mainframe,
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the potential for adverse fiscal impact remains. The need for a continued sense of urgency is evident from
reports to the City’s Technology Oversight Committee; these reports track milestones toward project
completion. The Auditor’s Office reports that efforts are tracking closely to the project plan. It is
anticipated that the proper completion of critical work will leave adequate time for thorough end user
testing. The possibility remains that budget adjustments (via the Spring Budget Monitoring Process) will
be necessary to ensure project success. CBO review of bureau Spring BMP submissions will assess
progress of the LAS replacement project.

Hearings Office Operational Workload and Cost Efficiencies

In prior year and current year budget requests, the City Auditor highlighted the need to change the cost
model for the Hearings Office to ensure cost recovery without compromising access to hearings. Since FY
2010, the annual hearing workload ranged between 694 cases up to 943 cases. The types of cases include
tow hearings, land use appeals, code hearings, and exclusion cases. Fluctuations in hearing workload
demonstrate the difficulty in projecting the number of hearings as part of budget development process.
To better understand the volatility of the Hearings Office budget, the Auditor’s Office expressed its intent
to study the Hearings Office in FY 2013-14, but the study was postponed. Moreover, the Budget Advisory
Committee (in prior years and in the current year) highlighted a need for a longer-term solution to resolve
the Hearings Office’s funding instability.

Access to the best available data is fundamental to objectively verifying the true costs of service delivery;
CBO analysis has been limited given the lack of disaggregated time series data. Specifically, data analysis
cannot be undertaken to compare year-to-year trends in the length of time taken to reach a disposition
once the case is filed for hearing. There is the possibility that thorough examination of the case cycle
might reveal potential efficiencies to be achieved through process improvement efforts. These potential
efficiencies are related to variable costs. For example, determining prospective needs for additional
staffing could be based on fully understanding optimal business processes. The State of Washington,
Office of Administrative Hearings conducted a review of its operations to identify opportunities for
efficiency gains and service delivery improvements. For example, Washington identified e-filing as a tool
to improve efficiency. In the case of the Hearing’s Office, emails are not received and appeals must be
provided in writing; there may be other paper-driven processes that might be expedited through e-filing.

Currently under consideration are code changes which could result in an increased number of code
enforcement appeal hearings. Increased workloads make the likelihood of case backlogs more probable.
Case backlogs would create barriers to timely access to justice provided through hearings. These potential
challenges further support the need for rigorous evaluation of the Hearings Office business processes (as
mentioned in the previous paragraph) in anticipation of adding staff. Even when additional resources are
necessary to handle additional workload, cost mitigation may be possible through process improvement.
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Decision Package Analysis & Recommendations

Hearings Office Code Appeals Charges, AU_01, $0.00

Through this decision package, the Auditor’s Office requests a one-time revenue swap of General Fund
resources and Interagency Revenue. As part of the budget development process, interagency agreements
were negotiated to provide $56,088 in resources for 41 code enforcement appeal hearings estimated to
occur in FY 2015-16 (i.e. cost of $1,368 per hearing). Analysis by the Ombudsman’s Office has revealed
that some bureaus have passed on the cost of appealing hearings to the potential appellant. The $1,368
cost per hearing equals the amount of the appellant filing fee charged per policy by the Bureau of
Environmental Services (BES), Water Bureau, Bureau of Development Services (BDS), and Portland Parks
and Recreation. In the last four years, BDS constituted a majority of these type of cases. Additionally,
Office of Neighborhood Involvement, Fire & Rescue, and the Bureau of Planning & Sustainability charge
fees at different rates ranging from $200 to $500. The decision package outlines how the fee level may
create inequities and place restrictions on a person’s ability to appeal. At this time, there is no data to
verify the frequency of how often the fee level deters appeals; notwithstanding, it is evident that the fee
level is unaffordable to low-income populations, and furthermore, it exceeds appeal charges in
comparative jurisdictions. Setting aside data limitations, Council policy objectives place emphasis on
promoting equity. The bureau’s budget advisory committee (BAC) considered an option of realigning the
Auditor’s Office budget to absorb these one-time cost. This option was rejected by the BAC; the code and
appeals hearings are managed by the Auditor’s Office as directed by Council through City code. Based on
historical budget-to-actuals variances the Auditor’s Office might possibly have the resources to absorb the
decision package request.

Graph 2. Historical Budget-to-Actuals (General Fund)
Underspending in Budget to Actuals (FY 2010-14)
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The Auditor’s Office identified that across 12 bureaus there are 82 code sections out of a total 186 which
are currently subject to appeal hearings per City Code. As referenced earlier in this review, proposed
changes to City Code and appeal process may increase access to the hearings and through this workload
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increase drive up the cost of services. The Auditor’s Office detailed in the package that a one-time request
would allow time for the development of recommendations for a sustainable cost model which would
ensure access to justice. CBO recommends funding the increase in one-time General Fund discretionary
by $26,016 offset by decreases in interagency revenues and increase in General Fund Overhead by
$30,072.

CBO Recommendation: SO
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http://www.portlandonline.com/auditor/index.cfm?c=27727&a=507332
http://www.portlandonline.com/auditor/?c=39594&a=499096
http://www.portlandoregon.gov/police/62708
http://www.portlandoregon.gov/dashboard/article/514433
https://www.portlandoregon.gov/police/64545
http://www.portlandonline.com/auditor/index.cfm?a=210294&c=46297
http://public.tableausoftware.com/profile/portland.city.budget.office#!/vizhome/PDCurbanrenewalareaspending/KeyActivity

City of Portland
Decision Package Recommendations
(Includes Contingency and Ending Balance)

Bureau Gen Fund  Gen Fund Other Total Gen Fund  Gen Fund Other Total
Priority = FTE Ongoing 1-Time Revenues Expenses FTE Ongoing 1-Time Revenues Expenses
Office of the City Auditor
Adds
AU_01 - Hearings Office Code Appeals Charges 01 0.00 0 56,088 (56,088) 0 0.00 0 26,016 (26,016) 0
Total Adds 0.00 0 56,088 (56,088) 0 0.00 0 26,016 (26,016) 0
Total Office of the City Auditor 0.00 0 56,088 (56,088) 0 0.00 0 26,016 (26,016) 0
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