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Parking Contracts — April 2002

This report to management recommends ways to strengthen the
management of the County’s parking contracts and highlights difficulties in
the current lease payment system.

Background

Amongitsmany propertiesand facilities, Multnomah County ownsthree parking areasthat are managed by
aprivate contractor, City Center Parking (CCP). Two of theareas are surface parking lots near the west
end of the Morrison Bridge and the other isthe parking garage associated with the Multnomah Building.
Revenuefrom thetwo west-sidelotsis determined to agreat extent on weekends by eventson the
downtown waterfront and by monthly parking fees during thework week. Receiptsfor thetwo lotstotaled
nearly $550,000 for the twel ve month period from November 2000 through October 2001. Total receipts
for the Multnomah Building garage have been less cons stent, dueto changesin feesand use by monthly
parkers. Given therecent garage occupancy, it isreasonableto expect annual receipts of nearly $100,000.

The management of thetwo surfacelots, called lots 24 and 30, iscovered under asingle contract that calls
for CCPto providelot attendants and security and to managethe collection of parking fees. Inreturn, the
County pays amanagement fee based on a percentage of parking receiptsand reimburses CCPfor
expensesincurred in maintaining the properties. The contract covering the management of the Multhomah
Building garage ti pulates that CCP receive aflat management fee plusexpensesinreturn for providing
attendants, managing some parking fee collection, and providing maintenance services. The contract for lots
24 and 30 requires CCPto deposit parking receiptsinto a County bank account on adaily basis. The
Multnomah Building garage contract differsin that CCP deposits parking receiptsin itsown account and
then, on amonthly basis, transfersthe parking feesfor that month, lessthe management fee and expenses
incurred that month, to the County.

Report to Management
Page 1




The County Treasury and Facilitiesand Property Management unitseach play arolein the parking

operation. Each time CCP employees make adeposit into the County account, they are supposed to usea
pre-printed County deposit dip and notify the County Treasury unit viathe Treasury telephoneline. A
Treasury staff member verifiesthe callswith deposit information from the bank viaSAP and sends any
deposit dipsto Facilitiesand Property Management. Facilities staff memberscollect the deposit information
from SAP and invoicesfrom CCP and then send acheck to CCPfor the management fees. The Facilities
staff membersa so manage parking space leases at variouslocationsin town for County departmentsand
State Court judges. City Center Parking manages or ownsthese rental spacesand the County paysfor them
under separate agreements.

Scope and Methodology

We performed thisreview at therequest of the Facilitiesand Property Management Administrative Officer
responsiblefor the parking accounts. 1n conducting thisreview, wefocused onthreeissues: the
reconciliation of the parking ot invoices and deposits, the unpaid balances on the month-to-month parking
spaces, and theissues around control, access, and delinquent payments at the lotsand the Multnomah
Building Garage.

During thisreview, weinterviewed Facilitiesand Property Management staff responsiblefor severa facets of
the parking operation aswell asthe Treasury staff member that verifies CCP deposits. We collected dataon
CCP depositsfor a12 month period from November 2000 through October 2001 and compared these
depositsto CCPinvoicesfor the same period. Weinterviewed CCP staff and worked with themto resolve
differences between theinvoices and deposit records. We also discussed CCP scash handling controls.
Weinterviewed officialsfrom the City of Portland’ s General ServicesBureau and the Association for
Portland Progressto obtain information on how the city managesits parking contracts.

For the month-to-month space renta issue, we collected invoices, queried SAPfor payment information,
collected account history information from CCP, and compared the payment and account histories. Findly,
we collected data on payments and accessfor parking in the Multnomah Building garage and discussed
proposed changesin the processfor collecting garage monthly parking fees. WWe conducted our work in
accordancewith the Generd Standards section of Government Auditing Standards.

Results
Lots 24 and 30 — Deposits and Invoices

It was not possibleto reconcile the CCPinvoices and the deposit records from SAPfor Lots 24 and 30.
Therewere severa aspectsof theinvoicesand depositsthat contributed to this problem, including:

daily receiptslisted on theinvoicesdid not correspond to daily deposits because CCP frequently makes
multiple deposits on the same day, which resultsin daily recel pts being split across more than one bank
posting day;

credit card feeswere not separated on the daily receipt totals;

paymentsfor monthly parking were frequently deposited in the month prior to being listed asareceipt,
because CCP monthly parking feesare due prior to parking; and

in caseswhereamonthly parker paid for multiple spacesin multiplelotswith asingle check, the
appropriate deposit was not made in the County’ saccount until the single check could be properly
apportioned.
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Our initid andysisof invoices and depositsyielded adifferencein CCP sfavor of morethan $27,000 for the
12 month period November 2000 through October 2001. With additional information from CCP, wewere
able to account for all but $100 of the difference. See Table 1 for summary of the deposit and invoice
andyss.

Table 1: Recorded Deposits Compared to Invoice Receipts for Lots 24 and 30

Running Totals

Deposits Invoice Difference

Oct-01 491,555.17 518,576.78 (27,021.61)
Sep-01 453,199.62 481,517.01 (28,317.39)
Aug-01 405,495.31 443,411.94 (37,916.63)
Jul-01 380,316.91 399,354.75 (19,037.84)
Jun-01 334,874.18 358,034.79 (23,160.61)
May-01 298,240.63 309,055.53 (10,814.90)
Apr-01 252,006.77 261,462.07 (9,455.30)
Mar-01 211,525.78 213,848.49 (2,322.71)
Feb-01 169,286.17 174,229.72 (4,943.55)
Jan-01 130,771.22 137,765.03 (6,993.81)
Dec-00 88,458.13 93,368.12 (4,909.99)
Nov-00 45,727 .11 46,710.72 (983.61)

Theprimary contributorsto the differencewere: credit card feesthat areincluded in the receipt totd's, but
not in deposits, thetiming of monthly fee deposits; and depositsthat were not included inthe original SAP
datafrom Facilities. During their research, CCP also discovered that $9,265.75 had been depositedin
Metro’saccount by mistake. Table2 showsasummary of CCP sresearch.

Table 2: City Center Parking Analysis of Difference (Nov. 2000 through Oct. 2001)

Difference reported by the County $27,021.61
May gross adjustment to match CCP report 0.74
Adjustment for credit card fees (2,766.20)
October 2000 deposits in transit that cleared in November 569.25
October 2001 deposits in transit (161.76)
Posting variances and daily over/(short) 493.86
November 2000 monthly parking receipts (20,360.00)
deposited in October 2000

November 2001 monthly parking receipts 13,600.00
deposited in October 2001

Monthly parking deposits not originally (5,070.00)
recorded (now found) by the County

Deposits found on County deposit slips (3,961.75)
not recorded by the County

Deposits found on Metro deposit slips (9,265.75)
Variance yet to be reconciled 100.00
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The processthe County usesto record deposits broke down on several occasionsduring thetime period
westudied. During thistime, CCP made 35 depositsinto the County account that the County did not
identify asbeing from CCP— because the County did not collect adeposit dip and CCP did not appear to
notify the County of thedeposit viaacall tothe Treasury line. Also, during thissametime period, CCP
made 29 depositstotaling $9,265.75 into Metro’ saccount without notifying the County. Without routine
accessto the deposit dips, the County depends on CCP scallsto the Treasury lineto give them anotice of
adeposit. When CCP does not makethecall or it ismissed, the deposit goesunclamed anditisup to
Treasury staff to research its source. Through this sort of research, some (but not al) of these depositswere
eventually identified and the appropriate adjustmentswere madein SAP,

Month-to-Month Parking Space Rental

TheFacilitiesand Property Management Division aso managesthe month-to-month rental of about 50
parking spacesin various downtown Portland locationsfor County departments and the State Court judges.
None of these spacesarein Lot 24 or 30. Inall but one case, theinvoicesfor these parking accounts
showed past due balances of morethan $1,000. Table 3 showsthe month-to-month accounts, the number
of spaces, the monthly fee, and the past due bal ance as of December 27, 2001.

Table 3: County Month-to-Month Parking Accounts

Description Location Spaces Rental Fee Past Due
Sheriff’s Office SW 10" and Main 5 $ 715.00 $1,396.94
State Court Judges Auditorium 30 4,710.00 6,235.92

Garage
Aging Service Auditorium 6 882.00 1,211.12
Garage
Multnomah County ~ Smart Park 1 150.00 0.26
Multnomah County  Farwest/Key Bank 12 2,008.00 7,065.67
Total 54 8,465.00 15,909.91

The staff members managing these accounts could not identify the origin of these unpaid balancesand were
understandably reluctant to pay them off without first assuring themsealvesthat they were accurate. While
these balancesremained unpaid, however, finance charges accrue at an annual rate of 18 percent. Atotal of
about $1,700 in finance charges have accrued on these accounts since A ugust 2000.

Using an aging analysis of the accounts provided by CCP, weidentified the origin of the past due balances
ontheaccounts. The past due balancesand finance chargesresulted from anumber of factorsincluding:
incorrect payment amounts (where payments did not keep pace with invoi ce price increases); missed
payments; and late payments. Accordingto Facilitiesstaff, payment protocols set by the Finance Division
contributed to some of these problems. For example, the direction (now rescinded) to usetherecurring
payment function in SAPfor monthly lease paymentsmadeit difficult to change the amount of these
paymentsfrom one month to the next.

It appearsthat the cause of late payments may also be structura. Facilitiesstaff told usthat aFinance
Division Accounts Payable direction suggestsaminimum of 14 daysfrom thetimeaninvoiceisreceived
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However, Accounts Payable management statesit ispossiblein the most optimum situation for a5 day turn
around. The paymentsfor the month-to-month spacesare generally due 10 days after theinvoice date,
making it impossiblefor the County to follow the direction and pay ontime. County paymentsto CCPwere
received around 30 days after theinvoicedate. Finance chargesaccumulate with the late payments. For
example, by paying the bills 15 days|ate the County accumulates about $800 in finance charges each year.

Monthly Parking Delinquencies and Multnomah Building Garage Access

The arrangement between CCP and the County for the Multnomah Building garage isquite different than that
covering the management of Lots24 and 30. Control of accessto the Multnomah Building garage and the
management of the monthly parking feeswere split between the County (access) and CCP (fees). Also,
CCP deposited dl the daily and monthly parking feesin their own account and paid the County therevenue
(net of the management fee and expenses) each month.

Because CCPdid not control accessto the garagefor monthly parkers, the garage attendant could not
prevent delinquent parkersfrom continuing to usethebuilding. City Center Parking included alist of
delinquent Multnomah Building garage parkerswith themonthly invoice. Inonedelinquency report we
reviewed, the top ten delinquent individual swere shown owing atotd of nearly $1,400. Thecontractis
slent onwhoisresponsiblefor collecting from delinquent parkers, but CCP relied on the County to manage
the collection of delinquent payments. The County had the means—pay garnishment —to collect the
delinquencies, but did not employ arigorous system of monitoring and enforcement. With the County taking
over the monthly parking fee collection responsi bilitiesthrough apayroll deduction system, thisissue should
be resolved.

Returned checkswere anissuefor the County with monthly parkersat Lots24 and 30. At theselots, CCP
controlsthe accessto thelotsand billsmonthly parkers. However, because monthly parking feesare
deposited in the County account, the County isforced to deal with “bounced” checksand the associated
fees. Whilethe County contendsthat collecting on these*bounced” checksis CCP sresponsbility asthe
manager of thelots, the contract issilent ontheissue. Asit currently stands, thereisno incentivefor CCPto
pursuethismatter: CCP billson thebasisof ticketssold (not net of bad checks) and the County facesthe
pendty intermsof insufficient fund fees.

Other Information

Wetoured thetwo downtown lots. | aso discussed therental value of downtown parking areaswith the
Director of the City of Portland’ s Generd Services Bureau —the department that managesthe City’ sparking
operations—to gain an understanding of the variablesthat go into determining aparking lot’ svalue. Lot 30,
with most of its spacestaken by County vehicles, derivesamost dl of itsrevenue from after hours'weekend
parking. Givenitscloseproximity to the Morrison Bridgelot and the associated monthly and daily parking
fees, itispossbleto estimate thefair market value of thelot’ sspacesfairly precisely. Table4 below liststhe
number of personal and County vehicle spaces currently being used in Lots 24 and 30 and an estimate of the
amount of revenue these spaceswould generateif offered to the general public at themarket rate. Itis
important to notethat the opportunity cost shown isthe maximum amount possible—that assumesthat the
spacesarerented out and the carsthat previously occupied the spaces are either eliminated or parked
somewhereelseat no cost.
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Table 4: Parking Space Allocation at Lots 24 and 30

County Personal Total
Disability Services 1 1
Public Guardian 1 1
DCJ 9 1 10
Health 10 375 475
DCFS 10 10
21 485 69.5
Opportunity Cost/month $ 3,570.00 $ 8,245.00 $11,815.00
@ $170/month/space

Recommendations

The current system of accounting for parking revenues and feesisnot satisfactory. Evenwhen thesystem
worksaswell asit can, with al depositscorrectly identified, it isimpossibleto reconciletheinvoicesand
deposit records. Assuming the County continuesto own thelotsand usethem for parking, the County has
three optionsfor improvement.

Rewrite the contractsto specify reporting in such away to makereconciliation possible, while il

mai ntaining some elements of performance contracting (i.e. afee based onreceipts). The CCPanadysis
that explainsthe difference between the invoi ce and deposit record totals may be used asa“road map”
to creating asystemthat allowsfor monthly or periodic reconciliation. Thisapproach requiresthe
highest level of County involvement in contract management and a so putsthe County at risk in termsof
theamount of revenuethelots generate—the County would benefit from high receiptsand be harmed
by lower receipts. There-written contract should also specify rolesand responsibilitiesregarding
returned checks.

Rent out the parking business on thelotscompletely. Thisoption eiminatesmuch of theadministrative
cost associated with managing the contracts. Thistype of arrangement shiftsthefinancial risk tothe
contractor. The County would beinsulated from unexpectedly low parking recel pts, but would not
benefit from unexpectedly high receipts.

Joinwiththe City of Portland in soliciting proposa sfor the management of downtown parking lotsand
garages. Thisoption falssomewherein-between thefirst twoin termsof management resources
required and financia risk, with the fee paid to manage the contracts reducing the County’ srevenue.
But, by combining the County’ s parking operationswith the much larger City operations, the manage-
ment fee should beassmall aspossible.

We haveidentified the origin of the past due balances and any unpaid balances should be settled with CCP.
Totheextent that the cause of thelate and incorrect paymentswas structura, Facilities staff either must
negotiate amoreflexible payment policy with the Finance Division or adifferent payment schedulewith
CCPto ensurethat payments are not | ate and no additional finance chargesaccrue.
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MEMORANDUM

To: Suzanne Flynn

From: Colleen A. Bowles, F & PM Administrative Services Officer
Date: April 2, 2002

Re: City Center Parking Audit

Thank you for your careful review and audit of our current contracting agreements and
business processes regarding City Center Parking.

My intention for initiating the audit was to correct poor internal controls and business
processes both within Facilities and Property Management and our client, City Center
Parking.

As your audit indicated, there are problems inherent within the current contracts. During the
audit, we evaluated and examined the existing contracts and per your recommendations, are
now revising for new solicitation in September, 2002.

The audit also suggests a more careful review and agreement of both parties to agree on a
system of regular reconciliation of invoices and deposit records. This recommendation has
also been implemented and we are working towards building and fostering a better
partnership with City Center Parking in regards to both our revenue and expense account
status.

| believe that most of these recommendations clarify the currentissues. In addition and upon
the recommendation and advice of Cecilia Johnson, Business and Community Services
Director, Facilities and Property Management will initiate a study to examine the viability and
cost factors associated with outsourcing the management of all County parking facilities.

Thank you for your thoroughness and work on behalf of Facilities and Property Management,
as well as, the County, and its taxpayers.
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