ORDINANCE No.

Amend grant with Southeast Uplift in amount not to exceed $145,000 and reassess
district coalition model for administrative simplification, expanded and equitable services
(Ordinance; amend Contract No. 32002080)

The City of Portland ordains:

Section 1. The Council finds:

1.

Ordinance 190044 as amended authorized $1,326,436 for grant agreements to
be divided among the four non-profit neighborhood District Coalitions to support
Neighborhood Associations and community engagement activities from July 1,
2020 through June 30, 2021 and funding for Southwest Neighborhoods, Inc
(SWNI) [to] return to Council for consideration upon the completion of a forensic
audit.

. These grant agreements provide financial and limited staff resources from the

City of Portland Office of Community & Civic Life to four recognized District
Coalitions, including Southeast Uplift, per City Code 3.96 to provide such
services by which the people of the City of Portland may effectively participate in
civic affairs and work to improve the livability and character of their
Neighborhoods and the City.

A Forensic Audit: Findings Report for Southwest Neighborhoods, Inc was
delivered to the Office of Community & Civic Life (Civic Life) on November 15,
2020 by Marsh Minick, P.C., a financial crimes consulting firm (Exhibit A). A
forensic audit is an examination of fraud, waste, abuse, and mismanagement and
is a matter of fact-based evidence. Marsh Minick is an independent party free
from conflicts of interest. Examiners Brandi Marsh and Melissa Frick Minick have
more than 30 years of combined practice, and hold certifications as certified
fraud examiners and financial crime investigators, with advanced degrees in
financial forensic fraud. The report contains evidence-based findings, not a
matter of opinion.

In total, four primary bank accounts were forensically analyzed with the SWNI’s
financial system records and supporting documentation, which resulted in
$179,332.24 of financial mismanagement for the scope period (reference Scope).
Comparatively on average, SWNI mismanaged 7.35% of their base funding grant
from Civic Life per year (page 5 of Exhibit A).

Separate of the financial mismanagement identified above, SWNI determined
their financial loss was $174,265.25, resulting from theft that was adjudicated in
court. The loss included volunteer hours, professional services, and amounts
stolen from Civic Life grant funding, Neighborhood and Business Associations
restricted money, and Board money (page 5 of Exhibit A).



6. The Forensic Audit Findings Report found SWNI’s control deficiency and
dysfunctions caused heightened risk vulnerabilities that led to the occurrence of
financial mismanagement, financial misapplication and financial losses (page 8 of
Exhibit A).

7. A fully present, functional and effective internal control framework operating in an
integrated manner is required for sound fiscal management, to properly manage
and control risks, and to steward taxpayer funded contracts. SWNI is lacking this
integrated control environment in addition to the fiscal mismanagement
documented in the report.

8. 17 neighborhood associations in Southwest Portland are served by SWNI. On
August 17, 2020, Civic Life assured neighborhood associations and small-grant
recipients receiving City-contracted services through SWNI of the continuing
benefits provided by Civic Life and the City of Portland (Exhibit B).

9. Neighborhood district coalitions are contracted to deliver:
a. Administration (city contract management, reporting and invoicing,
document management)
b. Participation services (outreach and communications for City services,
programs and engagement), and
c. Organizational support (Directors/Officers and Liability insurance, fiscal
agency, training and skills building, advocacy support).

10. SWNI’s proposed FY 20-21 workplan (Exhibit C) lists the following activities to be
completed:
a. Communication through SW News newspaper/e-newsletter, website, and
social media accounts

b. Providing technology tools (Google for Nonprofits, Zoom, Google Meet,
Microsoft Teams, Microsoft Office 365) and equipment (such as video
equipment for livestreaming) for neighborhood associations
Fiscal sponsorship services
Event support
SWNI Committees
Promoting trainings offered by Civic Life’s Community Safety and
Constructing Civic Dialogues
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Directors/Officers and Liability insurance was provided to neighborhood
associations for FY 20-21 as an expense submitted in the FY 19-20 grant.

11. Continuation of services identified in Exhibit B will be provided to Southwest
neighborhoods by Southeast Uplift for the duration of FY 20-21.

12. Continuity of services to Southwest neighborhood associations can be supported
through the hire of one program and one administrative staff from SWNI’s



existing employees, if desired and mutually agreed upon by all parties, and by
redirecting or expanding Southeast Uplift's existing staff.

13.SWNI is the 3rd of 7 district coalitions with which the City of Portland has had to
suspend relationships. The City manages two city-staffed district coalitions as a
result of the failure of the district coalitions to sustain the trust of their member
neighborhood associations.

14.The City of Portland provides grants to 5 nonprofits and directly manages 2 city-
staffed offices investing $2.5 million annually. This is an inefficient model that
duplicates administrative, operating and program functions and is incapable of
expanding services within existing resources or in a declining revenue
environment.

15. The City of Portland adopted the values of anti-racism, equity, transparency,
communication, collaboration and fiscal responsibility in July 2020 and the
COVID-19 Equity Toolkit for Community Relief and Recovery Efforts in May
2020.

NOW, THEREFORE, the Council directs:

a) The Director of the Office of Community & Civic Life is authorized to
execute an amendment to Grant Agreement # 32002080 with Southeast
Uplift for a total additional amount not to exceed $145,000. The Director is
authorized to execute the grant amendment in a form similar to the grant
amendment template attached as Exhibit D.

b) The Office of Community & Civic Life to reassess the district coalition model
for fiscal year FY 21-22 to simplify administration and reduce duplication;
embody the City’s values of anti-racism, equity, transparency,
communication, collaboration and fiscal responsibility; apply an equity and
resiliency focus as adopted in the City’s response to pandemics of racism
and COVID-19; and comply with City procurement and grantmaking
policies.

c) The Council waives the requirements related to the contracting of Professional,
Technical and Expert Services per Portland City Code Chapter 5.68 and
waives the requirement to issue a competitive application process per Binding
City Policy FIN-2.04-Budget.

d) The Mayor and City Auditor are hereby authorized to pay the grant funds from
the General Fund.



Passed by the Council: Mary Hull Caballero

Auditor of the City of Portland
Commissioner Chloe Eudaly By

Prepared by: Suk Rhee
Date Prepared: 12/1/2020 Deputy
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Exhibit A

Forensic Audit: Findings Report

Southwest Neighborhoods, Inc.

Unauthorized Disclosure Prohibited

17548 NW Springville Rd.
Suite #F17
Portland, OR 97229

(971) 266-1846
Financial Crime Consulting Services Info@MarshMinick.com
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Cover Letter

November 13, 2020

Prepared for: City of Portland Office of Community & Civic Life

RE: Forensic Audit: Findings Report of Southwest Neighborhoods, Inc.

Please accept the enclosed findings in response to the forensic audit of Southwest Neighborhoods, Inc.
(“SWNI”) which began on September 1, 2020 and completed November 9, 2020 with the issuance of this
Findings Report on November 13, 2020. This Findings Report has been prepared for the City of Portland
Office of Community & Civic Life (“Civic Life”), formerly Office of Neighborhood Involvement (“ONI”).

The forensic audit was engaged by Civic Life due to concerns about a continuation of suspicious activity,
abuse of power, conflicts of interest, lack of transparency and inequitable practices among SWNI and
the Board of Directors.

The forensic audit scope period was fiscal years 2011/2012 to 2019/2020, and was expanded to the
second quarter of fiscal year 2010/2011 and the first quarter of fiscal year 2020/2021 (October 1, 2010
through September 30, 2020).

The forensic audit findings start on page #12 for the Examination Findings and Results and page #77 for
the Internal Control Findings. Findings were that there was evidence of financial mismanagement of
$179,332.24, including conflicts of interest and misrepresentation. This amount comparatively on
average had represented 7.35% of SWNI’s base funding grant from Civic Life per year.

The forensic audit was conducted by Marsh Minick, P.C. a financial crimes consulting firm. Examiners,
Brandi Marsh and Melissa Frick Minick, have over 30 years of combined practice, and hold certifications
as certified fraud examiners and financial crime investigators, with advanced degrees in financial forensic
fraud. The report contains evidence-based findings, not a matter of opinion. Marsh Minick is an
independent party free from conflicts of interest.

Sincerely,
Bk Wi e
Brandi Marsh, MS, CAMS, CFE, CFCI Melissa Frick Minick, MS, CFE, CFCI

Marsh Minick, P.C.
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Forensic Audit Findings Report

DATE: November 13, 2020

TO: City of Portland
Office of Community & Civic Life (“Civic Life”)

FROM: Marsh Minick, P.C.
Financial Crime Consulting Services

RE: Southwest Neighborhoods, Inc. (“SWNI”)

I. Background

The City of Portland has contracted with Southwest Neighborhoods, Inc. (“SWNI”) for 41 years since
1979. SWNI is a district coalition that receives annual funding support from the City of Portland’s Office
of Community & Civic Life (“Civic Life”) per City Code 3.96 “to provide such services by which the people
of the City of Portland may effectively participate in civic affairs and work to improve the livability and
character of their Neighborhoods and City.” SWNI has held non-competitive, no-bid contracts with Civic
Life, which invested $3.174 million with SWNI during fiscal years 2010 to 2020.

On July 13, 2020, Civic Life requested a proposal of work from Marsh Minick, P.C. to perform a forensic
audit on grant awardee, SWNI, due to concerns about the continued suspicious activity after a known
fraud incident, abuse of power, conflicts of interest, lack of transparency and inequitable practices.
Marsh Minick, P.C. proposed a forensic work plan on July 24, 2020 to fulfill the needed services. The
forensic audit began September 1, 2020.

Due to the pandemic, Marsh Minick strategically performed interviews of SWNI staff, Board members,
and the community, through password protected ZOOM meetings, and collected extensive records and
data information from SWNI and individuals through a secure file sharing website and by email.
Additionally, Marsh Minick used information gathered from publicly available records, and secure
permissioned-based sites for court records and other needs to complete the forensic audit.

The totality of information gathered was assessed based on risk. Targeted forensic testing and analysis
was performed during the examination and an internal control assessment. Results are detailed in this

findings report that was issued November 13, 2020 after the conclusion of this forensic audit on
November 9, 2020.




II. Executive Summary

The forensic audit began on September 1, 2020 and concluded on November 9, 2020. The forensic
audit scope period was fiscal years 2011/2012 to 2019/2020, and was expanded to the second quarter
of fiscal year 2010/2011 and the first quarter of fiscal year 2020/2021 (October 1, 2010 through
September 30, 2020).

The forensic audit was predicated by concerns about a continuation of suspicious activity, abuse of
power, conflicts of interest, lack of transparency and inequitable practices by SWNI and the Board of
Directors (“Board”). The SWNI Board have irreconcilable disagreements on equitable practices,
transparency of records, and rules, duties, and responsibilities of Board Officers and employees that are
impeding SWNI and Civic Life’s mission and values.

Financial Mismanagement

In total, four primary bank accounts were forensically analyzed with the SWNI’s financial system records
and supporting documentation, which resulted in $179,332.24 of financial mismanagement for the
scope period (reference Scope). Comparatively on average, SWNI mismanaged 7.35% of their base
funding grant from Civic Life per year.

Separate of the financial mismanagement identified above, SWNI determined their financial loss was
$174,265.25, resulting from theft that was adjudicated in court. The loss included volunteer hours,

professional services, and amounts stolen from Civic Life grant funding, Neighborhood and Business

Associations restricted money, and Board money.

The findings are presented in two categories: Forensic Audit Examination and Internal Controls

Forensic Audit Examination Findings

Forensic audit findings are the result of fact-based evidence from information gathered provided from

and about SWNI for the examination scope period (reference Scope).

There was evidence SWNI had mismanaged financials. There were occurrences of misapplied and
unallocated money. SWNI’s leadership demonstrated being willfully blind to noncompliance with
governance documents, standards and ethics. There was a culture problem at SWNI that went

unresolved.




The root cause of the financial mismanagement was the lack of accountability for financial duties,

outdated financial policies and procedures, non-adherence with governing documents, providing

incomplete and inadequate records to all Board members, a lack of transparency, unperformed financial

statement audits and reviews, and irreconcilable difference among Board members.

Six examination areas and related findings are detailed in the Forensic Examination Findings section

beginning on page 12.

Examination Areas

Financial Impact and Explanation Summary

Where did the money come from
that comprised the ~$10,000
restricted Board fund (RS-Board)?

During October 2011, SWNI deposited insurance loss claim checks for
$20,154.44 that were not properly recorded to operational or
restricted funds.

SWNI had mismanaged the communication regarding the insurance
loss claim checks with the Board. This resulted in SWNI being unable
to trace the source of the “float” and referred to this money as
“magic money”. There was no evidence the insurance loss claim
checks resulted in money being returned to Civic Life/ONI by SWNI.

Where was the money taken
from during the fraud incident
and did SWNI recover any money
or receive restitution from the

fraud incident?

The forensic examination found that the money recovered and
received as restitution from theft by a former employee ranged from
$34,751.51 to $35,044.51. The money was taken from ONI/Civic Life
grant funds and Association Restricted funds, but restitution was not
returned to ONI/Civic Life.

The Executive Director’s delay in notifying police or the Board of
$19,570.00 in unauthorized debt to a SWNI credit card exposed SWNI
to continued embezzlement over a five-year period. The Executive
Director continues to manage the organization.

How long did it take SWNI to
close the Key Bank accounts after
the Umpqua Bank accounts were
opened and how was the money
moved to Umpqua Bank?

The Umpqua Bank accounts were opened in October 25, 2011 and
the Key Bank accounts were closed January 19, 2012. There was
evidence that SWNI comingled $16,789.26 without supporting
documentation as to why the money was moved between restricted
and operational.

The lack of documentation to justify the comingling of the Key Bank
account closures and Umpqua Bank account opening transactions
was evidence of financial mismanagement.




How was money being tracked
for the Umpqua Restricted Bank
account with restricted
neighborhood and business
association and board funds?

SWNI manages restricted money for Associations. SWNI was not
itemizing transactions occurring in the Associations funds and was
only tracking and reporting month end totals. This created a lack of
transparency with following the money deposited and withdrawn
from Association funds, and which impeded the Board’s ability to
oversee restricted money.

What was SWNI’s financial
situation when they applied for
and received a Paycheck
Protection Program (PPP) loan,
how was that loan spent, and
what expenses were requested
to be forgiven for the PPP loan?

SWNI was awarded a PPP loan for $66,300.00. These monies were
spent mid May 2020 to August 31, 2020 for payroll, rent, and utilities.
Civic Life’s grant would have covered payroll for this period and
therefore the PPP loan created a surplus of money for SWNI who had
decided to establish a new grant program called CEAP.

SWNI mismanaged the decision making and oversight of the PPP
money. There was inequitable employee (PTO) payouts that were
not accurately disclosed to Board members. SWNI had not received
approval from Civic Life to reallocate payroll expenses saved from the
PPP loan toward the new CEAP grant. SWNI inflated their budget
with CEAP to create the illusion of a shortfall as a result of COVID.

Was money being spent
according to SWNI’s budget?

No. When comparing the budgets with the end of the year reporting
of actuals sent to Civic Life, there were line items in the budget that
had considerable differences. There were unreasonable and
excessive balances for Postage and Delivery. Professional Fees, such
as for financial review, were never conducted by a certified
accountant even though this expense was budgeted and SWNI had
previously experienced financial losses from embezzlement. There
was Rent paid that had not been budgeted and was applicable for a
different fiscal year.

Critical financial controls were not followed as there was a 97% error
rate for the month-end financial checklist used by Finance Committee
Treasurer and Executive Officers (reference Internal Controls,
Monitoring)




Internal Control Findings

There were identified deficiencies and dysfunction with internal controls at SWNI.

The Internal Control Integrated Framework (“Framework”) is the definitive standard to evaluate the
effectiveness of internal controls for organizations receiving public funds. Reference the Appendix for
further information about the Framework. The Framework consists of five control components that were
compared to SWNI.

Five control component examination areas and related findings are detailed in the Internal Control
Findings section beginning on page 77, and a summary of results for SWNI using the Framework are:

Control Component Finding
1 Control Environment Dysfunctional and Ineffective Controls
3 Control Activities Dysfunctional and Ineffective Controls
4 | Information & Communication Dysfunctional and Ineffective Controls
5 Control Monitoring Dysfunctional and Ineffective Controls

There were deficiencies, dysfunction and ineffective internal control measures and management
controls at SWNI. Opportunities were present for errors, mismanagement, waste, abuse and fraud of
financials due to a lack of oversight, willful blindness to risks, and a breakdown of transparency and
communications at SWNI. There was inadequate functionality of internal control measures and
management controls, which resulted in a limited ability to prevent and detect unusual or concerning
activity, and hindered SWNI’s ability to remediate problems.

Without a fully present, functional and effective internal control framework operating in an integrated
manner, SWNI had unmitigated risks that were not properly managed and controlled. SWNI’s control
deficiency and dysfunctions caused heightened risk vulnerabilities that led to the occurrence of financial

mismanagement, financial misapplication and financial losses.




Scope and Findings Summary

‘ Scope Areas Findings
1 Forensic Examination Evidence of financial mismanagement
2 | Internal Controls Mostly dysfunctional and ineffective controls

Evidence of financial mismanagement and internal control deficiencies included, in no particular order:

e Bank accounts not used for the intended purposes

e The unabated practice of “shifting” monies in line items deviating from the published budgets

e Financial statements not reviewed or audited by an independent accountant

e Stale dated financial policies and procedures with critical aspects not followed by SWNI and the
Board

e Neighborhood and Business Association fund accounts and bank financial records not matching
for Restricted money

e Unbalanced Restricted bank accounts with Restricted Fund Tracking Sheets and Balance Sheets

e Treasurer reports were not supportive enough for Board to determine compliance with
governing documents, laws and standards

e Ineffective financial processes, including monthly financial review by Finance Committee

e Lack of assurance of the accuracy of financial reporting by the Finance committee

e Payment Protection Program money was planned to be used to offset for Civic Life grant monies

e Paid Time Off payouts not equitable and in accordance with the Personnel Policy

e Fiscal Tracking Sheets not filled out in compliance with Financial policy

e Transactions not recorded on Balance Sheet in the proper funding line items

e Lack of monitoring and oversight for internal control policies and procedures

e No written control program, risk assessment, or internal audit plan

e Willful blindness to risks

e Poor personal conduct observed that was inconsistent with Civic Life and SWNI’s objectives

e Lack of commitment to develop, train, and retain competent individuals




ITI. Scope

Predicate

Concerns of repeat misconduct after a prior known embezzlement predicated this forensic audit of
SWNI, specifically there were accusations about a continuation of suspicious activity, abuse of power,
conflicts of interest, lack of transparency and inequitable practices.

Scope of Work — Agreed Upon Procedures

The forensic audit scope period was fiscal years 2011/2012 to 2019/2020, and was expanded to the
second quarter of fiscal year 2010/2011 and the first quarter of fiscal year 2020/2021 (October 1, 2010
through September 30, 2020).

The forensic audit is designed to investigate concerns raised by the community about Southwest
Neighborhood. Inc.’s (SWNI) financial management from 2010 to 2020 including but not limited to
concerns about transparency, compliance with SWNI's bylaws and policies, and allegations of
mismanagement, embezzlement and retaliatory actions against whistleblowers.

SECTION 2 SCOPE OF WORK

Contractor shall provide the following Services

Perform a forensic audit of Southwest Neighborhood, Ine.’s SWINT's financial handling for the period
2010 to 2020 with the objective of identifving whether there is evidence of instances and/or patterns of]
the following activity: abuse of authority and/or power: misrepresentation and omission; lack of
transparency,; mismanagement; waste of funding: and fraud or theft.

The forensic audit scope will be:

1. Forensic audit of SWNI for scope period: Fiscal years 2011-2012 through 2019-2020, with priority]
for fiscal years 2015-2016 through 2019-2020

2. Conduct interviews with current and former SWNI individuals and other that may have knowledge
about major concerns that predicated the forensic audit

3. Examine SWNI financial reports to Civic Life, SWNI financial. management and operational
records, and other identified communications, information, data and documentation about SWNI
mismanagement, embezzlement, waste and abuse

4. Consult with Civic Life in the investigation and provide stafus reports every two weeks

Deliverables will be a Red Flag report and documentation of preliminary evidence: a report of findings
with recommendations for Civic Life and SWNI: a digitally recorded video of the report and
recommendations: and analysis for legal proceedings, if warranted.




Standards

Examiners considered guidance published about fraud and controls in the Generally Acceptable

Government Auditing Standards (“GAGAS”) Yellow Book, the Association of Certified Fraud Examination
(“ACFE”) forensic audit methodology, and the Institute of Internal Auditors/Committee of Sponsoring
Organizations of the Treadway Commission (“llA”/“COSQ”) practices for integrated controls.

The examination efforts were risk-based and focused on the areas with perceived heightened risk of
impropriety within the statement of work and scope period. The forensic audit entailed a comparative
analysis using empirical scientific methods of observation and experimentation, and evidence from
primary and secondary sources. The Forensic Auditors maintained independence before, during, and
after the examination. The implementation of these standards ensured this findings report was based
on accurate and reliable evidence.

The Forensic Auditors performed due diligence to acquire reasonable completeness and accuracy of
information, records and data for examination. Due diligence entailed repeated probing, questioning,
and scrutinizing of the same topics. This procedure allowed examiners to observe whether information
matched, and if there were corroborated recollections and evidence. The forensic examiners also
considered observational trends or patterns that emerged during the examination into the reliability of
information, data, and records. Furthermore, examiners considered the context and source(s) of the
information, including whether there was apparent bias, impartiality, motivations, politics, and other
seemingly relevant factors or environmental happenings; all considerations were followed upon with an

empirical examination of the evidence.

A forensic audit is an examination of fraud, waste, abuse, and mismanagement and is a matter of fact
based evidence. The Forensic Audit of SWNI was not and should not be construed as a financial
statement audit, as a financial statement audit is an examination of the financial statements for
reasonable accuracy and is a matter of opinion by public accountant.

Marsh Minick, P.C. is a Financial Crime Consultancy. The findings, analysis or recommendations offered
in any report or communication are consultative and instructive only. Marsh Minick, P.C. does not and
cannot provide legal advice or legal interpretation of the law or enforcement of laws. Marsh Minick, P.C.
is not licensed or registered as a public accounting firm and does not issue opinions on financial
statements nor offer attestation services. Marsh Minick, P.C. does not assume any responsibility or
liability for losses occasioned to one or others as a result of this report. Findings are empirically based,

not statistically significant.




IV. Forensic Examination Findings

Results Summary

Forensic audit findings are the result of fact-based evidence from information gathered provided from
and about SWNI for the scope period (reference Scope). The forensic audit was risk-based and focused
on areas where the greatest likelihood of problems seemed to exist that were affecting financials.
Forensic auditors deemed the financial institution’s account statements, such as checking accounts,
credit card, and money transmission statements as the most reliable evidence regarding the money that
was being managed by SWNI. The account statements and supporting documents were compared to the
red flags and concerns outlined in the Red Flags Warranting Forensic Review section below and used to
generate the findings for the forensic audit.

There was evidence SWNI had mismanaged financials, unmitigated risks, and dysfunctional internal
controls which resulted in SWNI being vulnerable to losses. There were occurrences of misapplication
and unallocated money. SWNI’s leadership demonstrated being willfully blind to noncompliance with
governance documents, standards and ethics. There was a culture problem at SWNI that went

unresolved.

The root cause of the financial mismanagement was the lack of accountability for financial duties,
outdated financial policies and procedure, non-adherence with written policies, providing incomplete
and inadequate records for all Board members, a lack of transparency, unperformed financial statement
audits and reviews, and irreconcilable difference among board members.

Examination Areas Financial Impact and Explanation Summary

During October 2011, SWNI deposited insurance loss claim checks for
$20,154.44 that were not properly recorded to operational or restricted

Where did the money funds.

come from that comprised
the ~$10,000 restricted
board fund (RS-Board)?

checks with the Board. This resulted in SWNI being unable to trace the
source of the “float” and referred to this money as “magic money”. There
was no evidence the insurance loss claim checks resulted in money being
returned to Civic Life/ONI by SWNI.

SWNI had mismanaged the communication regarding the insurance loss claim




Where was the money
taken from during the
fraud incident and did
SWNI recover any money
or receive restitution from
the fraud incident?

The forensic examination found that the money recovered and received as
restitution from theft by a former employee ranged from $34,751.51 to
$35,044.51. The money was taken from ONI/Civic Life grant funds and
Association Restricted funds, but restitution was not returned to ONI/Civic
Life.

The Executive Director’s delay in notifying police or the Board of $19,570.00
in unauthorized debt to a SWNI credit card exposed SWNI to continued
embezzlement over a five-year period. The Executive Director continues to
manage the organization.

How long did it take SWNI
to close the Key Bank
accounts after the Umpqua
Bank accounts were
opened and how was the
money moved to Umpqua
Bank?

The Umpqua Bank accounts were opened in October 25, 2011 and the Key
Bank accounts were closed January 19, 2012. There was evidence that SWNI
comingled $16,789.26 without supporting documentation as to why the
money was moved between restricted and operational.

The lack of documentation to justify the comingling of the Key Bank account
closures and Umpqua Bank account opening transactions was evidence of
financial mismanagement.

How was money being
tracked for the Umpqua
Restricted Bank account
with restricted
neighborhood and
business association and
board funds?

SWNI manages restricted money for Associations. SWNI was not itemizing
transactions occurring in the Associations funds and was only tracking and
reporting month end totals. This created a lack of transparency with
following the money deposited and withdrawn from Association funds, and
which impeded the Board’s ability to oversee restricted money.

What was SWNI’s
financial situation when
they applied for and
received a Paycheck
Protection Program (PPP)
loan, how was that loan
spent, and what expenses
were requested to be
forgiven for the PPP loan?

SWNI was awarded a PPP loan for $66,300.00. These monies were spent mid
May 2020 to August 31, 2020 for payroll, rent, and utilities. Civic Life’s grant
would have covered payroll for this period and therefore the PPP loan
created a surplus of money for SWNI who had decided to establish a new
grant program called CEAP.

SWNI mismanaged the decision making and oversight of the PPP money.
There was inequitable employee (PTO) payouts that were not accurately
disclosed to Board members. SWNI had not received approval from Civic Life
to reallocate payroll expenses saved from the PPP loan toward the new CEAP
grant. SWNI inflated their budget with CEAP to create the illusion of a
shortfall as a result of COVID.




Was money being spent
according to SWNI’s
budget?

No. When comparing the budgets with the end of the year reporting of
actuals sent to Civic Life, there were line items in the budget that had
considerable differences. There were unreasonable and excessive balances
for Postage and Delivery. Professional Fees, such as for financial review, were
never conducted by a certified accountant even though this expense was
budgeted and SWNI had previously experienced financial losses from
embezzlement. There was Rent paid that had not been budgeted and was
applicable for a different fiscal year.

Critical financial controls were not followed as there was a 97% error rate for
the month-end financial checklist used by Finance Committee Treasurer and
Executive Officers (reference Internal Controls, Monitoring)




Forensic Examination & Results: Examination Areas 1-6

Examination #1 Where did the money come from that comprised the

~$10,000 restricted board fund (RS-Board)?

Findings: e The money allocated to the restricted board fund originated from the loss
insurance claim checks that SWNI had received in October 2011.

o SWNI’s Restricted Funds Tracking Sheet was out of balance with the
respective bank account when the insurance checks were deposited. There
was more money in the bank account than was being tracked as restricted.

e The out of balance (difference) between the Restricted Funds Tracking
Sheet and bank account balance was leveraged as a “float” and “buffer”
for misapplied restricted revenue and expenses.

e During July 2019 the difference between the Restricted Funds Tracking
Sheet and bank account balance was used to create the RS-Board fund.

e SWNI applied insurance restitution into a bank account where
Associations funds were being held as restricted for the Associations.

e SWNI has been unable to trace the source of the “float” and referred to
this money as “magic money”.

e There was no evidence the insurance loss claim checks resulted in money
being returned to Civic Life/ONI by SWNI (reference Examination 2).

o $14,082.19 in claim insurance checks deposited creating an over out-of-

balance with Restricted Funds Tracking Sheet and Umpqua Restricted
account

Results Summary

An analysis was completed on SWNI’s Balance Sheets and Cash Flow documents, the Restricted Funds
Tracking Sheet, and the Key Bank Restricted account (“Key Restricted”) and Umpqua Bank Restricted
account (“Umpqua Restricted”) to determine the source of the money that was used to create the new
RS-Board Fund in July 2019. This money was described by interviewees as “seed money”, “magic
money”, “float money”, and “buffer money” for the Neighborhood Associations and Business
Associations (“Associations”) projects, events and programs. They had described these monies as a

buffer to ensure the bank account did not go negative while waiting for reimbursement money.

The forensic examination found that prior to the creation of the RS-Board Fund, the approximate
$10,000 +/- of restricted money was reflected in SWNI financials as an out-of-balance (difference)
between the Restricted Funds Tracking Sheet and the bank statement. Essentially, since November 2011,
the bank account had a higher balance than what was being tracked by SWNI for the Associations funds
on the Restricted Funds Tracking Sheet. This was evidence of mismanagement of SWNI’s restricted
money.




The Restricted Funds Tracking Sheets, financial system balances and bank account statements did not

reflect the same outstanding balances. It was demonstrated the out of balance difference was from
improperly recorded, unallocated and misapplied revenue and expenses of restricted funds. SWNI’s
financial reporting for the eight years from 2011 to 2019 was misleading as the balance sheet for the
Associations funds showed there was less restricted money than was actually held in the bank account.
The balance sheet was a critical financial statement document that Board members and others were
reliant upon to be accurate with the activity transacted and balance contained in the bank account.

Forensic Examination
Tracking Sheets and Bank Accounts Out-of-Balance

The Key Restricted account was used to hold the restricted money for Associations and for the Board
fundraising activities. The Restricted Funds Tracking Sheet maintained by SWNI to track funds for the
Associations was out of balance with the Key Restricted account statements as far back as July, August,
and September 2011. During those months SWNI had tracked they owed more money to the
Associations than was actually being held in the Key Restricted account. This meant that SWNI did not
have enough money on hand in this bank account for what was owed to the Associations, not even
considering what funds were held on deposit specifically for the Board, which were not tracked properly

on these records.




RESTRICTED FUNDS TRACKING
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During October 2011, the out of balance activity between the Restricted Funds Tracking Sheet and Key
Restricted account changed from not having enough funds in the bank account, to having too much
money in the account. This was due to SWNI depositing two checks on October 21, 2011 that were not
reported to any fund on the Restricted Funds Tracking Sheet. The two checks deposited totaled
$20,154.44 and were from an insurance company for loss claims made by SWNI (reference Examination
#2). The claim checks were not reported in a restricted fund on the Restricted Funds Tracking Sheet, and
resulted in an over-balance of $14,082.19 in the Key Restricted account. As seen in the chart below,

when this deposit occurred, the out of balance difference showed the bank account was holding more
money than was being tracked by SWNI.




Restricted Funds
Tracking Sheet

Key Bank Restricted
account ending 4797

Out of Balance

Difference

July 2011 Balance

$55,242.93

August 2011 Balance

$54,469.14

$51,717.34

$50,073.39

September 2011 Balance October 2011 Balance

$34,259.18

$45,691.44

$44,938.63

$64,155.58

$20,983.75

Less money in bank
account than on
Restricted Funds
Tracking Sheet

$8,777.70

Less money in bank
account than on
Restricted Funds
Tracking Sheet

$6,778.71

Less money in bank
account than on
Restricted Funds Tracking
Sheet

$14,082.19

More money in bank
account than on
Restricted Funds
Tracking Sheet

Float Balance Lifecycle

Immediately following the insurance claim checks deposited on October 21, 2011, SWNI issued three
checks that cleared on October 26, 2011 to open the two new bank accounts at Umpqua Bank. A check

for $3,000.00 was used to open the Umpqua Bank Operations account (“Umpqua Operations”) and
$3,200 was used to open the Umpqua Restricted account.

Business Banking Statement
QOctober 31, 2011

page 3 of 4
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Paper Checks Paid

$9,234.62

The original source of money for the “float” balance originated from the loss insurance claim checks

that SWNI had received in October 2011.

Balance less than the
Restricted Funds
Tracking Sheet

Restricted
Funds Tracking
Sheet

July, Aug., Sept. 2011

Fraud

Insurance
Claim Checks

Oct. 2011

Balance $14,082.19
more than the
Restricted Funds
Tracking Sheet

\

/

Restricted Funds
Tracking Sheet

Residual difference of held in Key
Restricted bank account; later
disbursed and closed on January

2012

\ 4

<=
$3,200 opening deposits
AN
S
N
c
S
$3,000 opening deposit




The insurance claim checks deposit were the beginning of the “float” in the Umpqua Restricted account,

which was not tracked to an Association on the Restricted Funds Tracking Sheet and was underreported
on the balance sheet for the restricted funds. The float amount fluctuated each month based on a
continuation of unrecorded, unallocated and misapplied revenue and expenses that was out of balance
with the Umpqua Restricted account (reference Examination #4). Forensic auditors observed the float
amount fluctuated from about $6,000 to $12,000 over the sampled months in the eight-year period.
Then in July 2019, there were two new financial system funds created, “RS-Board” Fund for $10,377.57
and an “RS-Restricted Interest” Fund for $100.65, which was then reported on the balance sheet and
Restricted Funds Tracking Sheet.

Float balance

Float: Initial deposit to Umpqua fluctuation due
Restricted bank account for $3,200, to unrecorded $1 0,377.57 from float balance
residual difference of money from ’
the Key Bank Restricted bank una"_ocate_d and
account later disbursed to the misapplied
Umpqua Restricted Bank account revenue and
expenses $100.65 from float balance
Nov. 2011 to June 2019 Umpqua Restricted bank | | July 2019 ] Sept. 2020

Force Balancing of Tracking Sheets and Bank Account

It appeared SWNI had force balanced the Restricted Funds Tracking Sheet to the Umpqua Restricted
account, as all monies needed to be tracked and managed. The two new funds in July 2019 did not track
the amounts dollar-for-dollar between the two records when the RS-Board fund was created. The
difference between the two records was less than a 1% difference, which demonstrated that SWNI was
mismanaging the tracking of the Association funds. During the October 2020 Board Meeting there was
discussion about disbursing the restricted RS-Board fund to the Umpqua Operations account. Given the
Board fund was a restricted fund, and was created by SWNI to be restricted, it seemed inappropriate
that the money would be moved to operations. This demonstrated that SWNI was mishandling restricted

funds.




o Southwest Neighborhoods, Inc. (SWNI)
Accruni Bemis Balance Sheet Prev Year End Comparison
As of July 21, 2019
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Examination #2 Where was the money taken from during the fraud incident
and did SWNI recover any money or receive restitution from

the fraud incident?

Findings: e The theft of money (fraud incident) was reported to police by SWNI in October
2010.

e Records from fiscal year 2011 and 2012 reflected there was —

o Multiple fraud schemes (theft) by former employee
o Financial losses from 2003 to 2010 were due to theft
o SWNI received limited professional services to investigate the theft

e The former employee was criminally convicted of 11 counts of theft during
fiscal year 2012.

e The Executive Director’s delay (5 years) in notifying authorities or the Board of
$19,570.00 in unauthorized debt to a SWNI credit card allowed the former
employee who was convicted of theft additional opportunity to embezzle, and
there was no accountability for the Executive Director who had converted
SWNI debt to personal debt.

e Other individuals that were responsible for financials were not held accountable
and continue to manage the organization.

e SWNI determined their losses were $174,265.25 resulting from the theft.

e City of Portland grant funding was over expensed by SWNI during the years
when the theft was being conducted from 2003 to 2010; SWNI acknowledged
that 90% of their budget comes from grants from the City of Portland.

e The court ordered the former employee to pay restitution in the amount of
$170,888.23 to SWNI.

e SWNI recovered and received restitution totaling from $34,751.51 to
$35,044.51, when considering payroll and vacation recovered, restitution
received through the Oregon Judicial Department and insurance claim payouts

e SWNI did not communicate or provide to Civic Life (ONI) information
regarding the extent from the theft, including the financial losses calculated by
the professional service providers, the money recovered and the restitution
awarded, and the possibility or amount of over expensing grant reimbursements
during these periods.




Results Summary

An analysis was completed on the following SWNI bank statements: Key Restricted account, Umpqua
Restricted account, and Umpqua Operations account. An analysis was also performed on the financial
system bank account Reconciliation Detail and Summary Reports, Profit and Loss Performance Reports,
along with supporting information about bank account transactions and activity that was provided by
SWNI. Other records utilized for analysis included the Portland Police Bureau report (“police report”)
from October 2010 and criminal court case details from the Oregon Judicial Case Information
Network/Oregon eCourt Case Information (OJCIN/OECI) system. It was determined that fraudulent
activity had occurred at SWNI that resulted in financial losses to the Key Restricted account and the Key
Bank Operations bank account (“Key City”). A former employee responsible for SWNI bookkeeping was
criminally convicted of felonious theft in 2012.

The forensic examination found total money recovered and received as restitution ranged between a
total of $34,751.51 to $35,044.51. This amount included the loss insurance claim checks (reference
Examination #1), restitution payments summed between $11,220.00 to $11,513.00, and payroll and
vacation checks totaling $3,377.07 not negotiated by the former employee. The total amount recovered
and received was less than the amount of total financial loss to SWNI, estimated at $174,265.25.

Forensic Examination

In January 2012, SWNI documentation showed there was $130,000.00 stolen by a former employee
“through mismanagement of our accounting systems...” and that the former employee had “...stolen
funds going back to 2003” until the time when SWNI “..discovered the theft on Oct. 9, 2010.”
Additionally, SWNI documentation showed that there was $18,833.25 in direct costs for professional
services to “help SWNI prepare its insurance claim and rebuild its accounting system.” In total,

considering volunteer hours, SWNI determined their losses were $174,265.25.




Southwest Neighborhoods, Inc.

7688 SW Capitcl Highway, Portland, OR 97219 (503) 823-4592

January 5, 2012

Multnomah County Adult Community Justice
District Office

421 SW Fifth Avenue

Portland, OR 87204

Re: Pre-Sentencing Report

Dear &

Southwest Neighborhoods, Inc. (SWHNI) is small public benefit nonprofit serving 17
neighborhood associations (approximately 65,000 residents) and three business associafions
(approximately 38,000 jobs) in Southwest Portland. SWNI's mission is to "empower citizen
action to improve and maintain the livability of Southwast neighborhoods.” SWHNI has a staff of
4.5 FTE and a budget of approximately $368,000; 90% of our budget is from grants from the

City of Portland.

was employed as SWNI's office manager for over 15 years, and during that time
built the trust of our community. has admitted that " stole approximately $130,000
by deceiving us, primarily through mismanagemeant of our accounting systems. SVW/NI relies on
volunteer time, talent and energies to accomplish our mission, and - put all of that at risk. We
believe that | r understood that we are a volunteer-driven organization and that
actions would negatively impact our community.

Since the discovery of the theft in October 2010, we have had to rebuild trust within the
community. Ve spent approximately 3000 hours of volunteer time making sure that our
member associations and citizens were not negatively impacted, fixing the accounting systems
that used to deceive us, and putting policies in place to prevent this from
happening again.

SWHI was not able to hire new staff to fill her position due to the lack of funds. The only way we
were able to recover the stolen funds over the past year was to use the salary savings to
replenish the SWHI accounts that stole from. A significant amount of volunteer
hours were neaded to make up for this loss of staff resources.

SWHNI requests $175,000 in restitution to make up for the impact of 5 theft, from the
time we discoverad the theft on Oct. 8, 2010 through December 31, 2011. The table below

details how we-arrived at that amount. Volunteer time is calculated at $8.50/hour (2011 Oregon
minimum wage}

$1320,000 Amount of funds s by B deception
$18,833.25 Direct costs for prafessmnaiiser\noe:s needed to help SWNI prepare its
insurance claim and rebuild its accounting system, including:
. Ll (legal counsel, including forensic accountant and
copying charges)
* Key Bank (copies of missing bank statements)
. (QuickBooks)

' (policy counsel)
96,052 Extra SWNI volunteer hours needed to prepare and negotiate the insurance
claim, and manage SWHNI affairs to address the theft and prevent it from
happening again in the future, including rebuilding its accounting system (712
hours @ $8.50/hour)
| $25,432 Extra SWNI volunteer hours needed tc conduct SWHhI business due to
insufficient funds to replace office manager pesition (2280 hours @E&.50/hour)

|
T
i

3174.265.25 f Total

SWNI documented that has stolen funds going back to 2003, but we believe that
. may have victimized SWHI by stealing from our accounis from the day 1 was hired,
based on an informal conversation with a previous employer. | was known fo give people
lavish gifts as a way to build trust. Ve are concerned that, given the nature of L. thefi by
deception, that 8 may seek out ancther victim and commit a similar crime in the future. We
are not certain that community service or counseling will prevent this from happening again, and
believe jzil time may be necessary to help " understand the seriousness of crimes against
the people within the SVWNI community.




On October 9, 2010, SWNI filed a police report for the theft by the former employee. Subsequent to the

police report, SWNI had received professional services to prepare the loss insurance claims. The
professional service provider disclosed to the police detective there was at least six methods of theft
that had occurred at SWNI, and the police detective captured those schemes in the police report as:

Additional payroll checks to the former employee that were off-cycle and unearned

Checks written to the former employee but the financial system would show SWNI as the payee
Checks written to the former employee that were unrecorded in the financial system

Checks written to the former employee but the financial system would show a vendor as the payee
Payments to the former employee’s personal credit cards, including American Express

o vk wnNR

Stolen cash donations by the former employee from fundraising functions and never deposited

The methods of theft, one through five, described in the police report appeared to directly affect
expenses that SWNI would have passed along for reimbursement to the Civic Life (ONI) for grant money
during the years when the theft was occurring, from at least 2003 to 2010. SWNI had demonstrated that
Civic Life (ONI) grant money was expensed for payroll and operations, and acknowledged that “90% of
our budget is from grants from the City of Portland.” The sixth method of theft as described in the police
report was stolen cash donations and would have affected the board and restricted funds for
Associations project, events and programs.
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1 called |
with their insurance company.

After introducing myself to 1
going. told me
Bank.
more to come in. also told me that [0 job is to
and find out what the actual theft was, and how the thefts

of their loss.

that used to try and get

the insurance claim.

said was told that used to bring

and ! laptop used to “communicate™ with
- could take some work home with

this

these computers.

approximately $9,000 in 2009.
now, there is evidence of theft occurring all the way back

then told me the different methods of thefis
investigation into this matter, so far.
stole from SWNI is that i gave

uncovered many extra checks supposedly for payroll that

—
wrote checks to’

the attorney SWNI
hired to help them get the financial records together so they could make a claim

go

o0 2003.
discovered during Page0r
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. Lasked her how the investigation was
still obtaining SWNI's financial records from Key
said they have some records at the present time, but are waiting for

Securrdl Bahict St

was gomng to make spreadsheets and gatner the evidence so 1l couid be
submitted to SWNI's insurance company so they could be reimbursed for some

told me they will try to do as much as possible to help SWNI, but

because SWNI is a non-profit they have only a limited amount of funds to use in
the investigation of this incident. . said basically what . is going to do is
find enough theft losses to cover SWNI's insurance deductible and then go up to
the maximum amount they could get for each year of the theft.
that as far as other things are concerned like going through the SWNI computer
email and things of that nature, they will
not do that because it is not budgeted as a priority since it would not help with
then added that rezarding the computer use,
own laptop to work to use
home computer so that

told me because of
does not know what other information or evidence could be in any of

told me that at the present time, from the Key Bank financial records
has, it appears there is a loss of approximately $11,000 in 2010 and
said with the financial records they have

told me one of the ways 0 00
additional *payroll” checks. i
said SWNI employees would get paid every two weeks, and ... investigation

said the second method [ used to steal from SWNI is that
But in the SWINI QuickBooks records |
entered these as being payable to “Southwest Neighborhoods Inc.” or to

told me
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told me this method, as in the method described above, was revealed by
going through the QuickBooks records, looking at the SWNI bank statements,
and looking at the cancelled checks that show as the payee.

said the fourth method used wasthat ~ again wrote out
checks tolil, but recorded them into QuickBooks as being payable to a
legitimate vendor of SWNI's.

-

said she was also able to confirm thal paid . personal
American Express credit card bill with SWNI funds from their Key Bank
accounts. said they confirmed all of these checks, and e-checks, with
the spreadsheet [ had given to . earlier, after [ had obtainec
personal American Express credit card account.

Finally, told me 1lso stole cash from SWNL
oftentimes at functions-people would donate cash to SWNL. — said
. was responsible for receiving these cash donations and depositing

them. 9S00 said an example, see Exhibit # 6, /0% has documents showing
the amount of donations received by SWNI at one event. The amount of cash
received and the amount of the checks received is also listed on this
documentation. When looked at the SWNI Key Bank accounts,
fqund a deposit for the exact dollar amount of the checks from this function, but
none of the cash was deposited.

said
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SWNI’s documentation reflected that theft losses affected both the Key City and the Key Restricted
accounts; SWNI described to forensic auditors that their grants from Civic Life (ONI) were contained in
the Key City account, and the Key Restricted account was for the Board and Associations monies.

However, SWNI did not appear to have the professional service providers determine the full extent of
the theft and financial losses within each of the accounts to determine the specific financial impact to
grant funds or the restricted monies held for the Associations. A professional service provider informed
the detective that the extent of the investigation into the theft was limited by insurance policy
thresholds, as SWNI had a limited amount of funds to use for the professional services.

The police investigation led to the former employee being convicted of 11 counts of felonious theft in
the first degree. On January 5, 2012, SWNI had requested $175,000.00 in restitution, and on January 20,
2012 the court ordered a sentence of $170,888.23 in restitution.

01/2072012 | Disposition (Judicial Officer: Unassigned, Judge)
1. Aggravated Theft in the First Degree

Convicted

10. Theft in the First Degrae
Convicted

11. Theft in the First Degrese
Convicted

2. Apggravated Theft in the First Degree
Convicted

3. Aggravated Theft in the First Degree
Conwicted

onvich

4_Aggravated Theftin the First Degree
Conwicted

5. Apggravated Theft in the First Degree
Convicted

fi. Theft in the First Degree
Conwicted

7. Aggravated Theft in the First Degree
Convicted

8. Theft in the First Degree
Conwicted

8. Aggravated Theft in the First Degree

Convicted
Created: 0172002012 12:00 AM

01/20i2012 | Sentence (Judicial Officer: Unassigned, Judge)
1. Aggravated Theft in the First Degree
Converted Disposition:
Restitution $170388.22 Payee 5 W N | Victim Unitary Assessment $107.00 Waived Offense Surcharge $25.00 Waived
Converted Disposition:
Probation Cond..... All General Conditions Apply Guidelines: Severity § History | Departure: Durational{UP) Special
Condition: DMA Bloed Draw Probation to Community Comections - Menth(s): 80.00 11 Mo Contact wiVictim 14 No
Trespassing 48 Advise Nature of Crime 47 Employment Info to PO 48 Mo Employment wihoney 48 Provide Financial
Reds 50 Mo Trans Ower 5200 51 Mo Credit CdiChecks/1D 02 Judicial Supervision
Created: 02/22/2012 12:00 AM

Evidence reflected SWNI had not communicated or provided to Civic Life (ONI) information regarding
the extent from the theft, including the financial losses calculated by the professional service providers,
the money recovered and the restitution awarded, and the possibility or amount of over expensing grant
reimbursements during these periods. The monies recovered and received as restitution were reflected
in Board financial reporting as other income on SWNI’s Profit and Loss Performance reports and on the

monthly Reconciliation Detail and Summary.




415 PM
110211

Type Date

Num

Southwest Neighborhood, Inc. (SWNI)

Reconciliation Detail

KeyBank Board, Period Ending 10/31/2011

Name Cir

Deposit

Deposits and Credits - 12 items
pos 10/21/2011

X

Amount

20,154.44

SWNI’s Key Restricted account statement from October 2011 reflected a deposit for $20,154.44. This
deposit was also recorded in the financial system on the reconciliation detail on October 21, 2010. The
deposit ticket and receipt from Key Bank showed that there were two checks in this deposit. Those

checks were for loss insurance claim payments.

Key Business Money Market Checking 14784
'CM ESTNEISHEORHO0SS ING maeemammme  Beginning balance 9-30-11 $44,038.63
11 Additions +32.403.45
22 Subtractions -13,188.77
Interest paid +2.27
Ending balance 10-31-11 $64,155.58
Additions
Deposits Date Serial # Source
10-21 it_Branch 0018 Oy 50,164.44
Total additions 532_._,403-45
L - —— wmmv ! wmnmmnw:::. o : =
e 05[19/2911 .+ 1110991208
(Ll
LICY HOLDER SOUTHWEST NEIGHBORHOODS, INC \ AMOUNT
CLADM# © PHNPLOIO0S02959 DOL 1071172010
POLICY NUMBER 12 ,“m FINAL...- $10,000.00
A
PAY Ten thoussnd and 007100 Dollars
FATTO SOUTHWEST NETIGHBORHOCDS, INC. L
THE ORDER
oF — L,
% iAot ABRURED I OvER Hosoo
. 111106638357
POLICY HOLDER  SOUTHWEST NEIGHBORHOODS, INC AMOUNT
I . a $10,154.44
" POLICYNUMBER _PHPKS64612 rum'r FINAL-.
TYPE LOSS -
PAY Ten thousand one buadsed fifty four and 44/100 Dollars
PAYTO SOUTHWEST NEIGHBORHOCDS, INC { 1
.E ORDER g
OF [
THO SIGNATURES REQURED [F OVER $16.000

SWNI also recovered $3,377.07 from the former employee’s payroll and vacation checks that were
outstanding. The payroll check from pay period ending October 8, 2010 for $1,254.56, was voided and
reissued on February 3, 2011, along with a vacation check for $2,122.46 issued on February 3, 2011,
both drawn from the Key City account. From February 2011 to January 2012 the two checks remained
outstanding, until the checks were again voided and reissued on January 18, 2012, now from the new
Umpgua Operations account. These checks were deposited by SWNI on January 20, 2012 into the same
Umpaqua Operations account. These financial transactions effectively allowed SWNI to recover $3,377.07

KeyBank

3515 S Troy St
Portiand, OR 97219
Tel: 1-800-KEYZYOU

E‘[I #0001837
eq #00087

1W0//201 01:07 PH

Teller: AULTMIC

Deposit-Checking/Money Market
Aot # keeer 4794 §
Checks on deposit $

Paid To Client $

5, receie’

FHRT:

I!ﬂ i

e ru o “tsau‘l‘\’c
rp in nrc! a‘ m,"’h"w,\t

Thi
R:K:hn this r!:am me

Thark You for Choosing KeyBank.
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that was owed to the former employee but was never actually expended.
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Pay Period 6-24 ta 10-8-10 Replace checks# 9408

SOUTHWEST NEIGHBORHOGDS INC.
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-
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1182012
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Thousand One Hundred Twenty-Twe and
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SWNI received initial restitution from the former employee through the Oregon Judicial Department as
a check for $9,800.00, which was deposited into the Umpqua Operations account on April 26, 2012.
Shortly before the $9,800.00, SWNI received a restitution payment for $295.00 that was deposited into
the same Umpqua Operations account on April 18, 2012.

Multnomah County Courts  4/20/2012

C 110732790 e
Restitution Payment

G 110732790 W $295.00
Restitution Payment

CASE NUMBER CASE REFERENCE & DESGRIPTION AMOUNT

$9505.00

DEPOSIT
TICKET
TOTAL TEMS

opasTs mar nar
BEAVAILABLE Fom

e POAN 2o 2032
Tt
coms

AL CASH.
 CHECKS
b Gy —

[iv]
Stohon

Ak S
Crs Lo

S b s Q200
: )

} e 04

ES
STATE OF OREGON  Piablo Through US Bark__erard S fumen 798731
OREGON JUDICIAL DEFARTMENT aonsTIsee  IHE crEcK e,
Businss and Fiscai Services Diislon © Geara
Suprame Gourt Bulding
N s, )
e,
o 1-888-554-2828

PAY EXACTLY $9,800 DOLLARS 00 CENTS

AMCUNT

412012012 $9,800.00

PAY TO THE ORDER OF
0008108 028140007 {VOID.AFTER 2 YEARS FROM DATE OF ISSUE}

s SWNI
BB Tssa sw capiroL HicHway -
PORTLAND OR 97219

s
w

Multnomah County Courts  4/1812012

798486

CASE REFERENCE & DESCRIPTION AMOUNT

8295.00

Payable Through LS Bark mnm‘z“mm

o SWHI
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During the period of the forensic audit, SWNI had received ongoing restitution payments from the

Oregon Judicial Department. The Oregon Judicial and Court Case Information (OJCIN/OECI) system
reflected restitution payments to SWNI totaling $1,125.00 during the period of June 2014 to November
2017. Additionally, SWNI provided a financial system report for all transactions of other income that
showed restitution money and payments from the State of Oregon was recorded from September 2013
to December 2017 as $1,418.00. The court record and financial system report totals did not match, but
demonstrated there was restitution that was received by SWNI on an ongoing basis for about $25 per

month over the four year period.

414PM
V020
Accrual Basis

Other Income

Tatal Cther Income
TOTAL

Southwest Neighborhoods, Inc. (SWNI)
Account QuickReport

All Transactions

Southwest Neighborhoods, Inc. (SWNI)

Account QuickReport

All Transactions

Memo Spiit Amount Type Date Num Name
Restitution Payment Umpgua Operations 2500 Deposit 091372013 B35198
Restitution Payment Umpaqua Operations 2500 Deposit 10152013 BT State of Oregon
Restitution Payment Umpaua Operations 2500 Daposit 110172013 BADBOS
Move to Other Income Acct Per Leslie Oher 25.00 General Journal 11062013 110620135H State of Oregon
Restitution Umpaqua Operations 2500 Deposit 121042013 BA2B15 State of Oregon
Restitution Umpaua Operations 2500 Daposit 01/0672014 BA4BTE State of Oregon
Restitution Umpgua Operations 2500 Deposit 02vr2m4 BABTZ3 State of Oregon
Restitution Payment Umpaqua Operations 2500 Deposit 022572014 BagaaT State of Oregon
Restitition Payment Umpaqua Operations 2500 Depcsit 04072014 BS1TSA State of Oregon
Restitution Umpgua Operations 1800 Deposit 041472014 B52297 State of Oregon
Restitution Umpaqua Operations 2500 Deposit 043072014 B53320 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 051212014 BE5A32 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 0702014 11688 State of Oregon
Restitution Money Umpqua Operations 150.00 Deposit 010672015 31053 State of Oregon
Restitition Money Umpaqua Operations 2500 Depcsit Me02mMs 31588 State of Oregon
Restitution Monay Umpgua Operations 2500 Deposit 022472015 35256 State of Oregon
Restitution Money Umpaqua Operations 25.00 Deposit 03252015 41304 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 042002015 45369 State of Oregon
Restitution Monay Umpgua Operations 2500 Deposit 052172015 50520 State of Oregon
Restitution Money Umpaqua Operations 25.00 Deposit 06182015 55585 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 071290205 BE513 State of Oregon
Rastitition Money Umpaua Operations 2500 Daeposit 08042015 82126 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 08M182Mm5 89763 State of Oregon OR Judicial Dept |
Restitution Payment Undeposited Funds 2500 Sales Recsipt 09152015 % State of Oregon
Rastitition Money Umpaua Operations 2500 Daeposit 1212015 Taa3 State of Oregon OR Judicial Dept |
Restitution Payment Undeposited Funds 2500 Sales Receipt 11/0%2015 3 State of Oregon
Restitution Money Umpaqua Operations T5.00 Deposit 121162015 BETOS State of Oregon
Rastitition Money Umpaua Operations 2500 Daeposit 01132018 BIS06 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 02162016 31588 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 03152016 31588 State of Oregon
Restitution Money Umpaua Operations 2500 Daposit 04132016 101209 State of Oregon
Restitution Money Umpgua Operations 25.00 Deposit 0510/2016 105478 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 082172016 111182 State of Oregon
Restitution Money Umpagua Operations 2500 Deposit 072016 116462 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 08082016 118368 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 02212016 124065 State of Oregon
Restitition Money Umpaqua Operations 2500 Depcsit 102402016 126223 State of Oregon
Restitution Money Umpgua Operations 25.00 Deposit 11162016 128688 State of Oregon
Restitution Money Umpqua Operations 2500 Deposit 12282016 135821 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 02aems 138534 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 03727 123534 State of Oregon
Restitution Money Umpqua Operations 2500 Deposit 04172017 156684 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 052227 138534 State of Oregon
Restitution Monay Umpgua Operations 2500 Deposit DE207207 186875 State of Oregon
Restitution Money Umpaqua Operations 25.00 Deposit 0724207 173848 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 08162017 138534 State of Oregon
Restitution Money Umpqua Operations 250 Deposit 00132017 138534 State of Oregon
Restifution Money Umpqua Operations 25.00 Doespomit 1072017 183340 State of Oregon
Restitution Money Umpagua Operations 2500 Dapasit 117282017 186038 State of Oregon
Restitution Money Umpagua Operations 2500 Deposit 12ne207 191551




From December 2017 to October 2020 there appeared to have been no restitution paid by the former

employee through the Oregon State Judicial Department to SWNI, and court records show that in March

2018 a collection referral judgment! was created. The collection referral judgment is an indication that

a payment plan established with the court was assigned to a collection agency. Additionally, along with

the collection referral judgment, it appeared the court assessed a fee on the restitution balance owed,

as a result of having to engage a collection agency in March 2018.

Although SWNI did not demonstrate
having attempted active collection
efforts on the restitution, the court
appeared to have been attempting to
collect on SWNI behalf. It was notable
that the former employee filed for
bankruptcy protection twice, which
would make it difficult for the court or
SWNI to collect, as the first bankruptcy
was while employed at SWNI and
second was after the restitution was
ordered. The original restitution for
$170,888.23 established a judgment
lien that remains active and unsatisfied
according to the court records. The
official court record reflected the
former employee paid a total of
$11,713.00 in restitution towards the
outstanding balance due.

JUDGMENT
Casz No. 110732790

State of Oregon V5. g Case Type: Offense Felony
5 Location:  Multnomah
§
§
JuneuENT DETATLS
Debtor{s) State of Oregon
Created On: D217/2012 At 9:50 AM Type: Creates Judgment Lien
Event Date: D2r7202 Status: Unsatisfied
Judicial Officer:
Fee Amount: $170888.23
Comment: B
03/29/2018| Recordation - Collection Referral Judgment
Created: 03/29/2018 7:55 AM
Froascrar IvForsraomon
Defendant
Total Financial Assessment 21571328
Total Paymenis and Credits 11,713.00
Balance Due as of 11/02/2020 204,000.29
071192011 | Transaction Assessment 285.00
02M17/2012 | Transaction Assessment 170.688.23
03/12/2012 | Transaction Assessment 200.00
06/10/2014 | Mail Payment Receipf # 2014-233655 (25.00)
07/01/2014 | Mail Payment Receipt # 2014-253664 (25.00)
0772972014 | Mail Payment Receipf # 2014-344750 (25.00)
09/02/2014 | Mail Payment Receipf # 2014-41044% (25.00)
10/01/2014 | Mail Payment Receipf # 2014-464452 (25.00)
10/25/2014 | Mail Payment Receipt # 2014-517350 (25.00)
1210172014 | Mail Payment Receipf # 2014-551941 (25.00)
01/02/2015 | Mail Payment Receipf # 2015-646303 (25.00)
01/25/2015 | Mail Payment Receipt # 2015-707567 (25.00)
03/02/2015 | Mail Payment Receipt # 2015-736059 (25.00)
04/01/2015 | Mail Payment Receipt # 2015-571535 (25.00)
04/25/2015 | Mail Payment Receipt # 2015-943602 (25.00)
05/29/2015 | Mail Payment Receipt # 2015-1037243 (25.00)
0771072015 | Mail Payment Receipt # 2015-1159572 (25.00)
0712772015 | Mail Payment Receipt # 2015-1199275 (25.00)
07/25/2015 | Mail Payment Receipt # 2015-1205524 (25.00)
08/25/2015 | Mail Payment Receipt # 2015-1299827 (25.00)
09/30/2015 | Mail Payment Receipt # 2015-1393123 (25.00)
1072372015 | Mail Payment Receipt # 2015-1475338 (25.00)
117242015 [ Mail Payment Receipt # 2015-1572064 (75.00)
1212272015 | Mail Payment Receipt # 2015-1651894 (25.00)
01/26/2016 | Mail Payment Receipt # 2016-1748595 (25.00)
0272272016 Mail Payment Receipt # 2016-1836715 (25.00)
03/25/2016 | Mail Payment Receipt # 2016-1962534 (25.00)
0472272016 Mail Payment Receipt # 2016-2075136 (25.00)
06/01/2016 | Mail Payment Receipt # 2016-2205340 (25.00)
06/27/2016| Mail Payment Receipt # 2016-2301636 (25.00)
0772272016 Mail Payment Receipt # 2016-2393059 (25.00)
08/29/2016 | Mail Payment Receipt # 2016-2512703 (25.00)
09/26/2016 | Mail Payment Receipt # 2016-2607454 (25.00)
1072472016 Mail Payment Receipt # 2016-2703864 (25.00)
11/26/2016 ( Mail Payment Receipt # 2016-2512564 (25.00)
1212772016 Mail Payment Receipt # 2016-2537909 (25.00)
02/2472017 | Mail Payment Receipt # 2017-158457 (25.00)
0372572017 | Mail Payment Receipt # 2017-250455 (25.00)
05/05/2017 | Mail Payment Receipt # 2017-409696 (25.00)
05/317/2017 | Mail Payment Receipt # 2017-490345 (25.00)
0770572017 | Mail Payment Receipt # 2017-600037 (25.00)
07/25/2017 | Mail Payment Receipt # 2017-652266 (25.00)
08/25/2017 | Mail Payment Receipt # 2017-770971 (25.00)
09/26/2017 | Mail Payment Receipt # 2017-572476 (25.00)
A0/2772017 | Mail Payment Receipt # 2017-969845 (25.00)
11730/2017 | Mail Payment Receipt # 2017-1066541 (25.00)
03/29/2018 | Tranzaction Assessment 4462506

1 https://www.courts.oregon.gov/courts/multnomah/payments/Pages/collections.aspx




Examination #3 How long did it take SWNI to close the Key Bank accounts
after the Umpqua Bank accounts were opened and how was

the money moved to Umpqua Bank?

Findings: The Umpqua Bank accounts were opened on October 25, 2011.
e The Key Bank accounts were closed January 19, 2012.

e There was about a three month transition of financials from when the
Umpqua Bank accounts were opened until the Key Bank accounts were
closed.

e There was comingling of the Key Restricted and Key City bank account
money at the time of closure.

e SWNI did not demonstrate to have disbursed the comingled money from
the Key Bank accounts proportionally between the Umpqua Restricted and
Umpqua Operations accounts.

e There was $16,789.26 from the Key Restricted account that were not
disbursed to the Umpqua Restricted bank account following the Key Bank
account closure.

e The lack of documentation to justify the comingling of the Key Bank
account closures and Umpqua Bank account opening transactions was
indicative of financial mismanagement (reference Examination #1).

Results Summary

An analysis was completed on the following SWNI bank statements: Key Restricted account, Key City
account, Umpqua Restricted account, and Umpqua Operations account. An analysis was also performed
for supporting financial documents provided by SWNI such as the financial system Balance Sheet and
Reconciliation Detail and Summary reports, and images of deposits and withdrawal activity from the
bank accounts.

Forensic examination findings are that the Key Restricted and Key City accounts were closed about three
months after the Umpqua Restricted and Operations accounts were opened (reference Internal Controls,
Control Activity). The final closure of the Key Bank accounts was with a single official check that combined
the residual balances from the Key Restricted and Key City accounts.

This official check was deposited into the Umpqua Operations account, and it appeared that following
the official check deposit, there was not a similar disbursement of money to the Umpqgua Restricted
account. This was problematic as the majority of the money for the official check came from the Key
Restricted account, and seemed to rightfully belong to the Umpqua Restricted account. SWNI lacked

supporting documentation with the bank account statements, and accompanying financial system




Reconciliation Detail and Summary reports, to justify the reason why the $16,789.26 was comingled
between Umpqua Restricted account and Umpqua Operations account. The lack of documentation to
explain the handling of the Key Bank account closures and Umpqua Bank account opening transactions

was evidence of financial mismanagement.

Restricted Fund Checking Accounts
Used to hold the neighborhood and business associations,
and board money

Operations/City Checking Accounts
Used to for SWNI operational expenses, and is the account that

receives the deposits from Civic Life

Key Bank —account ending 4797 “Key Restricted”

Key Bank —account ending 1799 “Key City”

Umpqua Bank — account ending 383 “Umpqua Restricted”

Umpqua Bank — account ending 375 “Umpqua Operations”

Umpqua Bank accounts opened October 2011, and the Key Bank accounts were closed January 2012.

Forensic Examination

On October 25, 2011 the Umpqua Restricted and Operations accounts were opened consisting of three
checks from the Key Restricted account, of which $3,000.00 was used to open the Umpqua Restricted
bank account and $3,200.00 was used to open the Umpqua Operations bank account. The funding for
the opening deposits originated with money received by SWNI for the loss insurance claims (reference

Examination #1).

Then in the December 2011 bank statements showed the beginning of the transition from the Key Bank
accounts to the Umpqua Bank accounts. On December 6, 2011 there was a check #99990 that cleared
the Key City account for $43,882.16 and was deposited to Umpqua Operations account. This liquidated
the majority of the balance from the Key City account. On December 19, 2011 there was a check #9967
that cleared the Key Restricted account for $45,337.35 and was deposited to the Umpqua Restricted
account. This liquidated a portion of the balance from the Key Restricted account. These transactions

are commensurate with what would be expected to transition from one bank/account to another.

Umpcua Bank PO. Box 1820, Roseburg, OR 97470-4717 + 1-866-084-7782 » www.umpquabank.com
- . :
Key Business Money Market Checking 1 N oy o 375 1230/2011
SOUTHWESTNEIGHBORHOODS INC Beginning balance 11-30-11 $53,311.65 UMPQUA
4 Additions +1,372.39 o
4 Subtractions —49.4\2;18
Intergst paid e LAST STATEMENT 11/30/11 7,703.49
Ending balance 12-31-11 §5,257.42 MINIMUM BALANCE 7,928.49 14 CREDITS 4¢€,237.15
AVERAGE BALANCE 39,111.44 22 DEBITS 22,328.69
THIS STATEMENT 12/30/11 31,611.95
Subtractions —
—————————— DEPOSITS - - — - - - - = - -
Paper Ghecks * check missing from sequence REF #..... DATE...... AMOUNT REF #..... DATE...... BMOUNT REF #..... DATE. ... ..AMOUNT
. 12/01 225.00 12/12 235.00 12723 40.00
12/02 85.00 12/15 230.00 12/27 §0.00
Gheck Data Amount 12/05 145.00 12/1¢6 100.00 12/28 200.00
59590 12-6 43,8682.16 12/05 43,882.16 12/13 280.00 12/28 50.00
Paper Checks Paid $43,882.16 12/08 340.00 12/22 364.99
r Umpqua Bank PO. Box 1820, Roseburg, OR 97470-4717 » 1-B46-486-7782 * wwwi.umpguabank.com
Key Business Money Market Checking 4794 1y - 000 00002 01 PAGE: 1
SOUTHWESTNEIGHBORHOODS ING Eoginning balance 11-30-11 T §65,047.48 ACCOUNT: 383 12/30/2011
6 Subtractions -47,975.20 UMPQUA
... _ Anterest paid +1.36 N
Ending balanca 12-31-11 $17,074.14
MINIMUM BALANCE 1,929.01 LAST STATEMENT 11/30/11 3,225.5%
=1 AVERAGE BALANCE 24,690.93 5 CREDITS 46,528.10
_ T & DEBITS 1,331.69
Paper Checks " check missing from sequence THIS STATEMENT 12/30/11 48,421.96
Check Date L | M DEPQSITS - = = = = = = = = -
1219 I7.35 y REF #..... DATE...... BMOUNT BEF #..... DATE...... AMCUNT REF #..... DATE...... AMOUNT
Paper Checks Paid $45,337.35 12/05 20,15 12/28 69.00
12/16  45,337.35 12/29 1,100.00




Then on January 19, 2012 there was an official check issued from Key Bank for $22,332.11 that said “self-
account-closeouts,” and reflected closure of both the Restricted and City Key Bank accounts. The balance
documented by SWNI at the time of closure was $16,789.26 from the Key Restricted account, and
$5,542.85 from the Key City account. These funds were comingled on the single official check. The official
check was deposited into the Umpqua Operations account on January 19, 2012. The January, February
and March 2012 Umpqua Operations account statements never reflected that SWNI had distributed any
portion of the $22,332.11 official check to the Umpqua Restricted account; this seemed problematic as
the majority of the money $16,789.26 that comprised the official check was liquidated from the Key

Restricted account. This was evidence of financial mismanagement.

MPERVAL I - i
H e - Customar Copy
ggi f; . OFFICIAL GHECK = T
4 10 == Ll R 025061923
L 7820 pazd o1Me2012 |
| d 4] o Remittar SELF-ACCT CLOSEOUTS
] 0
| S e
. - ® s zamn
— = PayToThe SOUTHWEST NEIGHBORHOODS INC
1 ] Order Of
R K, ada. {794
_— Y J Lo 5
! : [, 7587 Ak
CoIS 1@:..3 e
5,593 %
® 20.,5% W
Customer Copy
: OFFICIAL CHECK
BEh 025061923
Date 011192012
Remitter SELF-ACCT CLOSEOUTS
5 233211 PO. Box 1820, R b B 704, - 1 -
ZayTome  SOUTHWEST NEIGHBORHOODS ING Umpaua Bank RO. oseburg, OR 974704717 = 1-866-486-7782 « www.umpquabank.com
! r i 03(01 00002 0L o “PAGE: 1
A OUNT :
B hmPQUA . 375 .01/31/21312
T R RS T b T IS e AL nemm mromaro] - A - N R —
—
LAST STATEMENT 12/30/11 31,611.95
MINIMUM BALANCE 15,175.13 9 CREDITS B4,134.79
AVERAGE BALANCE 42,105.58 28 DEBITS 25,930.63
THIS STATEMENT 01/31/12 £89,816.11
********** DEPOSITS - = = = = = = = = =
REF #..... DATE...... AMOUNT REF #..... DATE...... AMOUNT REF #..... DATE...... AMOUNT
01/05 535.00 01/17 65.00 01/24 50.00
01709 325.00 01/19  22,332.11 01/24  57,196.68
01710 28.98 01/20 3,377.02 01/30 225.00
7777777777 CHECKS - — = — = = = = = =
CHECE #..DATE...... AMOUNT CHECKE #..DATE...... AMOUNT CHECK #..DATE...... AMOUNT
5004%01/03 24.24 5028+01,/05 51.90 5037 01/30 33.00
5020%01/05 861.25 5030 01/18 51.51 5038 01/30 461.24
5023 01/13 570.11 5031 01/20 2,289.19 5039 01,30 175.49
5024 01/04 1,421.00 5032 01420 30.00 5040 01/25 70.95
5025 01/05 461.24 5033 01/20 30.00 5041+01/30 396.48
5026 01/05 398.18 5034 01/20 1,254.56 5044+01/27 1,600.00
5027 01/03 3356 5035+01/20 2,122.46 5048 D1/31 62.95
(*) INDICATES A GAFP IN CHECEKE NUMBER SEQUENCE

The January 31, 2012 and February 28, 2012 Balance Sheets for the “Restricted Accounts — Agent” and
“Restricted Accounts- Sponsorship” do not reveal any restricted account for the “Board”, further
indicating that the $16,789.26 was misappropriated from the Umpqua Restricted account. There
appeared to be no logical reason or justification documented for why the money was not moved into
the Umpqua Restricted account where it rightfully belonged prior to being comingled. A lack of
justification for comingling the $16,789.26 was evidence of financial mismanagement (reference

Examination #3).




#corual Basls

Southwest Neighberhood, inc. (SWNI)
Balance Sheet

dam 3, 12
ASSETS
Cument Assets
Chacking/Sawings
Umpqua Operations Account 85,533.00
Umpgua Restricted Account BT SEd. 3T
Total Checking/Smings: 453,727, 57
Accounts Recshable
Accounts Rocatvab o 1863755
Total Accounts Recsivable 18,697 06
Total Current Assots 173,385 52
TOTAL ASSETS 173,365.32
LIABILITIES & EQUITY
Lishilities
Cusmrent Link liities
Accounts Payabde
Accounts payable 7,113.76
Total Accounts Payable 711378
Cradit Cands
SWWNI Credit Card 4.042.80
Total Crodit Cands 4542868
‘Cther Currant Liabiitins
Restricted Accounts - Agent
Ashcresk ZMLED
Far SW 2661
Hayhsrst B30
Caolline Visw Trall 125.00
Hillscaks S5.00
SWHRL - Old Orchard Tral 226,00
South Burlingamss - Gansral E03.51
Sowuth Burlingame - Hardy Plant 454.20
Marshall Park - Genaral 20,00
Marshall Park Natl Might Out 53700
Total Restricted Accounts - Agent 252845
2062 ARMOLD CREEK 100 Heartsave ETE.8S
22 CRESTWOOD Dickdnson Park 2.000.00
22 CRIME PREV AND PUBLIC SAFE 143897
22 FAR SOUTHWEST MA S00.00
2012 HAYHURST 1.818.00
212 HILLSDALE NA 1,500.00
2MZ HOMESTEAD Neighbor Smaill V.56
2012 MAPLEWOOD NA Grand Centenn © aEsioo
2(MZ MULT Arts Center Asson 50
Z0MZ MULTH Spring Garden Park 1,524,000
0tz NEIGHB ORHOOD HOWSE 2.000.00
02 ROBERT GRAY MIDDLE SCHOOL Lo
2012 SOUTH BURLMNGAME KA BZ5.00
2012 50 PORTLAND Neightarhood 100000
2012 TRYQON CREEK WG A AL
2012 SWHREL - Genoral BE2ET
2012 Hilisdale Comm Foundation Rl
Homestesd Sign Gaps Eli]
Friends of Woods Park 200,00
2011 Hayhurst Schaol 1,000:00
2011 Hayhurst - Cedar Sinal 00
West Multnamah Sall & Water - ¥500
SWNI Communications 17400
South Burlingames - Sign Caps 1H2m
SWHRL - Save the Bm 150,00
Friends of Spring Garden Pari 3,320.36
Multnomah Cutdoor Clvema 141154
Hilladiale Blke Coalltion ASE.TS
4T Tradl Z.E32A0
Stophans Cresk W alloway 20021
Tradle: 11,880.01
Dickinsan Park Playground . TaX AT
Crestwood Tayor Woods 4,700.00
Heron Pre: 4.08
- Othar TEE.6S

——
A bs E1.907.28

Southwest Neighborhood, Inc. (SWNI)

Balance Sheet
As of February 29, 2012
Fob 28, 12
ASBETE
Curpent Asssla
CheckingiSavings
Unepqua Qperations Accourt 6,FE43
Umipqua Residcled Account GE,TE0TE
Tatsl Checking!Savings 138,538.21
Accotinfs Recolvabie
Ancewnls Recelvsbla _ ta4em
Totsl Accounis Recalvakds . isdiam
Total Currant Assels 154,557, 34
TOTAL ASSETS 484, 087,24
LIABILITIES & EQIATY
Llakilidag
Currand Liabillins
Acocunts Payabls
Acoaumls payable 9,158,820
Tedal Accounts Payable 6,168,580
Credit Cards
SWHI Cradit Card TEG.0G
Tedal Credit Cards TEE.BE
Oshar Curvant Liaksles
Restrlcled Aocounis - Agard
A 23353
Far 5W 2240
rat am;
‘Colins View Tral 128000
Hillsdiale 9500
SWHRL - Cfd Owahisrd Teall 2H00
Bauth Bursngame - General GRS
Sauth - Plard 45420
Marshall Park - Genarsl €0.00
Talal Restrietad Accounts - Agam 1,864.18
Hastriztad [
202 ARNOLD 168 Hearlsave STELES
2012 CRESTWOOD Cleldnean Park 2,000.00
2012 CRIME PREV AND PLIBLIC BAFE 149637
2012 FAR SOUTHWEST NA Malllngs smo
2012 HAYHURST Kadl Night 1SIB00
2012 HILLSDALE CF Zrd Thars 8ig 1,000.00
2012 HILLADALE NA Red Elec 180000
202 HOMESTEAD MA Culraach =T
2 MAPLEWOOD NA Grand Canlean 1,550.00
12 BULTH MA Peopls in Park 154,00
2012 NEIGH HOUSE o
22 ROBERT GRAY Pride 2,000.00
A2 AOUTH BURLINGAME 35,00
2012 30 PORTLAND NA Wab Daval TADOY
22 TRYOM CREEX WG Evant 1,808.50
HWHAL - Genacal BEZ.ET
AT Teall 2,888
2044 1,000.00
Fugl] = Cadar Slnal 00
mw 4,700.00
Dlekdrngan Park TBEAT
Felanda of Gardan Park 3,303
Friands of Park 2,000
Heron Plo 1493
Hillscata Bike Coalitlon 455 75
Homestead 8lgn Capa 80,00
Marshall Park Narl out AGLM
Culdoer 1,441.84
‘Bowlh Buriingame - Bign Caps 111200
Creak 20001
84,00
EWHAL - Sava (ha Eim 160,00
Tralls 11,580081
Wesl Mulinomal Soll & Waler &
Telsl Resircled Accounts-Bpanscrship 50554, 56
Aeenaed paynall A.751,88
Fayroll Linbilites 22740
Tofal Othar Cunand Lishliities ;HSEEE

Tadal Cuirrast | tahlillas TR ARA oY




Examination #4 How is money being tracked for the Umpqua Restricted Bank
account with restricted neighborhood and business association
and board funds?

Findings:

and Balance Sheet Previous Year End Comparisons

e When the beginning and ending balance did not change, the tracking did not
include deposit and withdrawal activity that occurred during the month

e The Umpqua Restricted and the Key Restricted accounts had repeated
occurrences of out-of-balanced activity for the monies owed to the
Associations.

e The inadequate itemization and tracking caused lack of transparency for Board
reporting and could have resulted in financial losses due to employee theft.
47% of the total deposits for the fiscal year were unreported for the Umpqua
Restricted account and 72% of the withdrawals for the fiscal year not disclosed
to the Board.

e The Board was reliant on the Restricted Fund Tracking Sheets and Balance
Sheet Previous Year End Comparisons to oversee proper financial handling

e Previously discovered Restricted Accounts are used for financial activity that
are not allocated to an Association fund (reference Examination #1 and #3).

Impact: e No direct financial impact observed; however opportunity existed for financial
losses and mismanagement that would not have been reported to the Board, as
previously experienced in the embezzlement.

e SWNI was not in compliance with the Financial Management Policy and
Procedures (reference Internal Controls, Monitoring section).

Results Summary

An analysis was completed on the Umpqua Restricted account statements and corresponding SWNI
Restricted Funds Tracking Sheets, Balance Sheet Previous Year End Comparison, and Financial
Disbursement Forms, the financial system Reconciliation Detail and Summary reports, and images of
deposits and withdrawal activity from the bank account. A comparative analysis was performed on all of
the restricted funds in SWNI custody and the monthly change of balances between the different
restricted funds.

Forensic examination findings are that money in the Umpqua Restricted account was not being
adequately reported to the Board during the sample period of July 30, 2019 to June 30, 2020 when
comparing the Restricted Funds Tracking Sheets and Balance Sheet Previous Year End Comparison. This
was evidence of financial mismanagement as SWNI did not demonstrate having proper reporting and

monitoring controls in place to timely identify and report discrepancies in Associations funds.




Forensic Examination
Forensic auditors tracked deposit and withdrawal activity from fiscal year 2015 to 2020. To demonstrate

the variances between the Restricted Funds Tracking Sheets and the Umpqua Restricted account,
forensic auditors charted a sample period from July 31, 2019 to June 30, 2020. Reference Appendix
Association Restricted Funds Chart.

In the sampled period, there were 184 deposits, including the monthly interest, for a total of $65,500.56
made to the Umpqua Restricted account. During the same period, there were 38 withdrawals consisting
of checks and electronic transactions that totaled $47,883.75. However, when comparing the
documentation provided to the board on a monthly basis, the Associations funds balance changes
month-over-month identified that there were only $30,852.85 in fund deposits and $13,235.77 in fund
withdrawals. Inadequate itemization of the Restricted Funds Tracking Sheet does not allow the Board to
properly oversee the money moving through the Associations Funds. This was problematic as it created
an opportunity for someone to conduct transactions that would not have been reported to the Board,
which SWNI had previously experienced with the criminal embezzlement.

The cadence of the Treasurer’s reporting to the Board was not consistent month to month and Treasurer
to Treasurer for the Associations funds and money. The difference between the deposits into the
Umpqua Restricted account was $34,647.71 that was not disclosed to the Board, resulting in 47% of the
total deposits for the fiscal year being unreported. Similarly with the withdrawals from the Umpqua
Restricted account there were $34,647.98 of withdrawals not disclosed to the Board, resulting in 72% of

the withdrawals for the fiscal year being unreported.

The Association Restricted Funds Chart showed the month-by-month individual fund balance changes
over the fiscal year 2019-2020 as reported to the Board. The information provided to the Board in this
manner described was found to be incomplete, not meaningful, and did not reflect what transaction
activity was occurring in the Association’s funds. According to the Fiscal Administration Service Policy
and Procedures, the Board has the ultimate responsibility to safeguard assets and was hindered at
completing this task due to the lack of itemization on the Restricted Funds Tracking Sheet for the

Associations.

POLICY

1. The SWNI Board of Directors is the governing body that is ultimately responsible
for the policies and practices that assure compliance with federal, state, and
local laws/rules/code and SWNI grants and contracts, and safeguards its assets.
The Board may delegate administration of the policies and procedures to the
Executive Director. The Board must periodically review financial statements as
well as operations and activities to ensure SWNI is serving its mission and
complying with applicable state and federal laws.




As an example of how the Restricted Funds Tracking Sheet was not meaningful information to the Board

to determine if there was any irregular activities, there were a few large dollar checks written from the
Multnomah Land Use fund (“MUNA Land Use”) that the Board did not have an opportunity to review.
As seen in the chart, the MUNA Land Use fund month-over-month in 2020 resulted in differences ranging
from -$153.64 to $5,321.65 due to those large dollar checks not being itemized.

Difference Difference Difference Difference Difference Difference

RS Fund l Date —* 31-lan-20 28-Feb-20 31-Mar-20 30-Apr-20 31-May-20 30-Jun-20

Dec and Jan Jan and Feb Feb and Mar

Mar and Apr Apr and May May and Jun

RS-MUNA Land Use 5 ws|$  (saeafs  wrss|s  mso|s (s - | sams|s sass|s semm|s  aoss[$ 6mims|s 1omm

When reviewing the deposits recorded on the Fiscal Tracking Sheets to the MUNA Land Use fund, the
two large checks deposited to the Umpqua Restricted account were for “Multnomah Land Use,” but
were not disclosed on the Balance Sheet Previous Year End Comparison that was reported to the Board
for the Association funds. One deposit was for $12,950.00 and the other for $10,000.00, and these
deposits were followed by two large checks disbursements to a law firm for a MUNA appeal process in
the amounts of $13,050.00 and $5,000.00. Although these payments to the law firm appear legitimate,
they were problematic as these transactions were not reflected on the Balance Sheet Previous Year End
Comparison that was provided to the Board. The Board would not have seen the two deposits or the

two checks which inhibited their ability to oversee financials.

Fund Mame Batens Description Check # Memo
Transaction From Check or Financial Disbursement Form
Multnomah NA Land Use
Multnomah Land Use 2/10/2020 $ 12,950.00 Deposit Donor Identified
Payment of Feb. 7, 2020 Invoice, Client ID 19-1
Multnomah Land Use 2/21/2020 $ 13,050.00 Check check 1442 LAW FIRM Multnomah NA Land Use
Multnomah NA Land Use
Multnomah Land Use 4/3/2020 $ 10,000.00 Deposit Unknown Donor
Inv. 271, from <Fund Authorized Person=
Multnomah Land Use 5/1/2020 § 5,000.00 Check check 995001 LAW FIRM MUMA Land Use-Professional Services

It was problematic that the transaction activity occurring in the individual Association funds and the
Umpqua Restricted account was not adequately disclosed to the Board on a monthly basis, and could
have resulted in financial losses due to employee theft. The Umpqua Restricted and the Key Restricted
accounts had repeated occurrences of out-of-balanced activity for the monies owed to the Associations.
In addition, it was evaluated that SWNI was not in compliance with their Financial Management Policy

and Procedures (reference Internal Controls, Monitoring section).




Examination #5 What was SWNDI’s financial situation when they applied for and
received a Paycheck Protection Program (PPP) loan, how was
that loan spent, and what expenses were requested to be

forgiven for the PPP loan?

Findings: SWNI received $66,300.00 in PPP funding citing “CVID impact to budget &
services”

e There was approximately two to three months of money available to cover
paychecks when the PPP loan was received

e Civic Life base grant funding remained the same between 2019-2020 and 2020-
2021 fiscal year and was not impacted by COVID and would have paid for
payroll expenses

e The PPP loan created a surplus of money at SWNI so the Board repurposed
Civic Life money for funding of the CEAP grants to the community

e The CEAP line item on the budget as the third highest expense other than
payroll and falsely inflated SWNI’s expenses pertaining to COVID

e PPP loan was used for payroll expenses, rent, utilities

e PPP loan forgiveness included paid time off payouts that were not equitably
distributed amongst SWNI employees and violated SWNI’s Personnel Policy

e SWNI made misrepresentations regarding the CEAP grants to Board members
and Civic Life. The CEAP grant inflated SWNI’s budget to reflect a shortfall
that created the illusion of COVID financial impact.

e SWNI mismanaged the oversight and decision making of the PPP money.

e $25,000.00 committed to CEAP

o $60,952.99 in payroll expenses that normally would have been submitted for

reimbursement to the Civic Life grant but instead were covered by PPP loan

e $5,223.31 in rent and lease payments; of which $432.10 normally would have
been submitted for reimbursement to the Civic Life grant

e $292.78 for telephone utility payment expenses that normal would have been
submitted for reimbursement to the Civic Life grant

e $5,136.08 in paid time off payout for a current employee that was not in
compliance with the Personnel Policy

e $169.06 in paid time off payout for a former employee that was not in
compliance with the Personnel Policy

e SWNI mismanagement caused an indeterminate dollar amount of accrued
liability due to current employee now accumulating additional paid time off that
otherwise would have been capped at a maximum had the payout not occurred,
this would have inflated payroll costs that would have been covered by the

Civic Life grant in a future period.




Results Summary

An analysis was completed on the PPP Borrower Application, Disbursement Request and Authorization,
and PPP Loan Forgiveness Application, along with supporting information provided by SWNI, including:
Umpqua Operations account, Umpqua Restricted account, payroll records, bills and invoices for
expenses, Restricted Funds Tracking Sheets and Fiscal Tracking Sheets, and financial system reports
including Sales by Customer Detail, PPP Transaction Detail by Account, Balance Sheet Previous Year End
Comparisons, and Profit & Loss. There was a review of Board and Committee meeting minutes, meeting
materials such as projection sheets, and digital videos of meetings, which were all considered in the
analysis. Additionally considered during the analysis was communications, such as the emails about the
Community Engagement Allocation Program (“CEAP”) grants. SWNI governing documents were
considered during the analysis as well, such as the Personnel Policy.

Forensic examination findings were that SWNI had marginal direct impact from COVID and that SWNI’s
employee’s job security and paycheck funding was not in jeopardy due to COVID. Although Civic Life
informed SWNI to plan for potential COVID impacts to the funding, the Civic Life grant for fiscal years
2019-2020 and 2020-2021 had the same base amount to cover payroll costs. SWNI had declared the
purpose for the PPP loan was for COVID impacts to budgets and services; however, SWNI sought to
expand services by creating new CEAP grants that ultimately appeared to be designed to create the
illusion of a budget shortfall. The CEAP grants would have been made possible by the surplus of Civic Life
money resulting from having received the PPP money, and both funding sources would have covered

payroll costs in the same period.

Additionally problematic was that SWNI had decided to bulk payout paid time off (“PTO”) time to two
employees, which didn’t appear to have occurred in a fair or equitable manner for all employees. The
bulk payout of PTO was conducted as a mechanism to inflate eligible PPP costs as a result of not being
able to claim expenses for SWNI’s portion of employer’s social security and Medicare tax for employees.
The bulk payouts of PTO did not adhere with SWNI’s Personnel Policy. There were misrepresentations
regarding the CEAP grants from SWNI to Board members and Civic Life. The SWNI special committee
created for the PPP had not appeared to provide functional oversight.

Forensic Examination

On April 30, 2020 the PPP Borrower Application for the loan was signed by the acting SWNI Treasurer,
and the primary contact listed on the application was SWNI’s President. The President’s email address
on the PPP Borrower Application was their personal @gmail.com email address and not the official SWNI

email address @swni.org for the President. It seemed abnormal and inappropriate that a personal email
address was used on the SWNI formal PPP loan application for $66,332.00. Using a personal email




address circumvented the SWNI email domain and would have disallowed SWNI from being able to

archive communication related to this loan. This was problematic as the bank and federal agency that
issued the loan would have been directed to correspond to a personal email instead of the official email
address for SWNI business, and would have resulted in a lack of transparency for the Board.

The purpose of the loan as stated on the PPP Borrower Application was for “Other (explanation): CVID
impact to budget & services.” The PPP Borrower Application had allowed for SWNI to select more than
one reason for the purpose of the loan, yet SWNI did not mark the application boxes provided for the
purposes of payroll, lease, or utilities. This indicated that SWNI had not planned on or was unsure about
spending the PPP money on payroll, lease or utility expenses. SWNI did not specify what the COVID
budget and service impacts were on the PPP Borrower Application.

DocuSign Envelope ID: 6FB4CCFE-ECA1-4089-9D55-4486ADEF 5F88

Paycheck Protection Program OMB Control No.: 3245-0407
Borrower Application Form Expiration Date: 09/30/2020
Check One: Q Sole proprietor O Partnership Q C-Corp Q S-Corp QLLC DBA or Tradename if Applicable

Q Independent contractor Q Eligible self-employed individual
& 501(c)(3) nonprofit @ 501(c)(19) veterans organization
Q Tribal business (sec. 31(b)(2)(C) of Small Business Act) Q Other

Busin:ssLﬂalName
Southwest Neighborhoods, Inc.

Business Address Business TIN (EIN, SSN) Business Phone
7688 SW Capitol Hwy Room 5 §048234592
Portland, OR 97219 Primary Contact Email Address
— @gmail.fcom
Average Monthly Payroll: | $ 26533 x 2.5+ EIDL, Net of $ 66332 Number of Employees:| g
Advance (if Applicable)
Equals Loan Request:
Purpose of the loan
(select more than one): [Payroll [lLease / Mortgage Interest [(Utlities XlOther (explain): CVID impact to budget & Serjviceg
Are you an Umpqua Bank Customer? Deposit, Lending . Investment x Yes No

SWNI’s supporting documentation indicated they had planned for COVID impact pertaining to the ability
to pay for rent/lease, as the donation and contribution amounts were overall down because events were
not able to be held in person. However, SWNI’s biggest expense was payroll and SWNI did not appear to
have internally documented what specific COVID impacts there were to payroll to justify the application.
In April and May 2020, SWNI was expecting to receive, and would have received, Civic Life grant funding
that would have covered the majority if not all of payroll expenses for the remainder of fiscal year 2020
and the upcoming fiscal year 2021. SWNI did not demonstrate there was direct impact to payroll due to
COVID to justify having received 2.5 times the average monthly payroll costs as stated on the PPP

Borrower Application.




Paycheck Protection Program OMBE Control No. 3245-0407
FPP Lolnn Forgiveness Application Form 3308EZ Expiration date: 10/31/2020
Business Name (“Borrower™) DEA or Tradename. if applicable
[ —— |
Busimess Address Busimess TIN (EIN. 55N) | Business Phone
TEBE SW Capitol Hwy 503) 823 _4582
Primary Contact E-mail Addr
Portland, OR 97219 — T pescegumog |
SBA PPP Loan Number: iara-08 Lender PPF Loan Number: Fisaies-<00-457F 8245 8035T4230208
PPF Loan Amount: $66.300.00 PPP Loan Dishursement Date: 05122020
Forgiveness Amount Calculation:
Payroll and Nonpayroll Costs
Line 1. Payroll Costs: 60052.89
Line 2. Business Mortgage Interest Payments: 0.00
Line 3. Business Rent or Lease Payments: 922331
Line 4. Business Utility Payments: 20278

The PPP Loan Forgiveness Application reflected SWNI had spent the majority of PPP money on payroll
costs totaling $60,952.99, and spent the remainder of the PPP money on rent/lease payments $5,223.31
and utilities $292.78. Those payroll costs covered by PPP in July and August 2020 would have caused a
surplus of Civic Life money not spent on payroll during that same period. SWNI demonstrated it intended
to repurpose that surplus of money created by the PPP in other ways, such as the CEAP.

Docu
Bsecursp
Certificate Of Completion
Envelope Id: 6FB4CCFEECA140899D554486ADEF5F88 Status: Completed
Subject: SBA Borrower Paycheck Protection Program Application
Source Envelope:
Document Pages: 67 Signatures: 2 Envelope Originator
Cerificate Pages: & Initials: 10 Umpgua CARES
AutoNav: Enabled 1 Sw Columbia St
Envelopeld Stamping: Enabled Portland, OR 97258
Time Zone: (UTC-08:00) Pacific Time (US & Canada) UmpquaCARES@UmpquaBank.com

IP Address: 97 115 152 250

Record Tracking

Status: Original Holder: Umpqua CARES Location: DocuSign
4/30/2020 10:48:14 AM UmpquaCARES@UmpauaBank com

Signer Events. Signature

I tocu
@gmail. com
oseon

Security Level
DocuSign email

Sent: 4/30/2020 10:48:17 AM
Viewed: 4/30/2020 10:49:13 AM
Signed: 4/30/2020 3:04:33 PM

D Signature Adoption’ Pre-selected Style
4/30/2020 10:48:20 AM Using IP Address: 97.115.152.250
ic Record and Sig Di:
Accepted: 4/30/2020 10-48:13 AM
1D: 1d40d020-7611-4eac-8159-984a43301695
Company Name: Umpqua Holdings Gorporation

In considering the financial situation of SWNI on the day that SWNI signed the PPP Borrower Application,
April 30, 2020, the Umpqua Operations account had an ending monthly balance as $81,408.00. Based
on SWNI’s PPP application, there was an average monthly payroll of $26,553, which meant that the
Umpqua Operations account had over three months of cash on hand that would have covered payroll
expenses. The SWNI payroll and other operational expenses were still being covered in April, May and
June 2020 by the Civic Life grant which was not impacted by COVID. Additionally, SWNI was planning on
receiving the next grant from Civic Life beginning July 1, 2020 when they signed the PPP Borrower

Application.




|B UMPQUA BANK

April 30, 2020 Page: 1af3

Customer Service:
1-866-486-7782

SOUTHWEST NEIGHBORHOODS INC
OPERATING ACCOUNT

TEEE SWICAPTTOL HARY
PORTLAND OR 872108-2457

Last statement: March 31, 2020
This statement: Aprl 30, 2020

Improve cash flow, streamline accounts payable and simplify bookkesping with Umpqua card
solutions for businesses. Features include company spending reports and onlineg reporting tools to
easily track and monitor employes spending. Contact your Umpgua Bank Relationship Manager for
details.

MAIN STREET CHECKING

Account number -375  Beginning balanca $112,342.08
Low balance 580,824 i oS §22. 75028
Average balance: 58251908  Wiihdrawals' Subtracions 553604356
Intarest eamad 50 balance 5E1,408.00

On or about May 8-10, 2020, meeting materials were distributed to the Board for the Emergency Board
Meeting regarding the PPP loan, where it was discussed that SWNI had intended to repurpose Civic Life
grant money. This meeting was recorded and the discussion observed was that the PPP money would
allow SWNI to repurpose Civic Life money that was supposed to be used for payroll. During that
emergency meeting, the SWNI President made verbal statements about what that meant:

“That means we’ll have Civic Life money left over. There is nothing that we’ve seen in our
contract... that says we cant use our Civic Life money for other purposes...”

The Executive Director explained how SWNI would repurpose the Civic Life grant money as:
“There are line items we can expend... after the Civic Life grant received, there was $53,000.00
left the Board had to use [spend]... if we use the money for full time employee expenses... frees
up some of that money that we can use towards paying for the printing and postage of our
newsletters, paying for the rent that the Board usually pays for... we have to spend within the
line items... we shift the funds for some of the full time payroll expenses... to pay for those other
responsibilties.”

There was also discussion during the Emergency Board Meeting that indicated SWNI had estimated the
COVID financial impact. The impact that was documented showed there were reduced contributions
from donations and events not being held, additional expenses from equipment and technology
purchased for telecommuting, COVID signage and flyers (mailers) for the community, and cost of living
increases for SWNI employees. With the exception of the cost of living increases, that were to be paid

for by the Board fundraising activities, there appeared to be minimal impact on payroll expenses from




COVID to justify needing paycheck protection. Additionally, there was evidence that reflected a $16,000

direct impact to SWNI for flyers and mailing, office functions, and reduced revenue from donations; all

of which was not an COVID impact to payroll funding.

conversation.

Direct financial impact: increased expenses —

:reduced revenue -

COVID 19 flyer, production and mailing
Moving office function to employee home office

donations decline and cancellation of Clean Up

direct questions, @ and Answers, A

Q1] What is the amount of direct financial impact to SWNI as a result of pandemic shutdown? Does that direct financial
impact influence or limit the basis of the PPP loan amount?

Al] 516,000 direct impact, and no, the loan amount is based upon avg monthly salaries

On May 13, 2020, which was three days after the
PPP Disbursement Request and Authorization was
signed by SWNI’s President, the PPP money was
awarded for $66,300.00 and deposited into the
Umpqua Bank PPP account (“Umpqua PPP”). On
May 14, 2020, the acting Treasurer emailed the
Board indicating that the PPP was “another
source of revenue to SWNI which would help free
up Civic Life money to pay for some of the COVID
related costs and other expenses that we have,”
and which demonstrated that SWNI’s motivation
to obtain the PPP was not to cover payroll impacts
due to COVID, but to repurpose Civic Life grant
money that was for payroll for other purposes.
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!
»@gmai com

Security Level: Email, Account Authentication
{None). Authentication

Signatures: 0
Inttials: O

‘Status: Sent

Envelope Originator:

Umpqua CARES Loan Documents

1 5w Columbia St.
Fortland, OR. 87258

Wascunee

Umpg
m
IP Address: 16522550 211

Hoider: Umpqua CARES Loan Documents Location: DocuSign
UmpquaCARESLoanDocuments@Umpaua
Bank com
Signature. Timestamp
Completed ‘Sent 5/11/2020 2:52:44 PM
Viewsd: 51172020 2:52:52 PM

Using IP Address: 165.225.50.211
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SBA PPP Loan Number: 7308

PPP Loan Amount: $66.200.00

Emplovees at Time of Loan Application: B

EIDL Advance Amoumnt:

— Weekly Biweekly (every other week)

Covered Period: 0511372020

Lender PPF Loan Number:

EIDL Application Number:

® Twice a month

to DB/A1/2020

%ﬁ ;'" Paycheck Protection Program OMB Control No. 3245-0407
RS PPP Lohn Forgiveness Application Form 3508EZ Expiration date: 10/31/2020
Buosiness Lezal Name (“Borrower™) DBA or Tr if applicable
I Southwest Neighborhoods, Inc. |
Business Address Busimess TIN (EIN, 55M) Business Fhone
TEBE SW Capibol Hwy 503) 823 _4502
Prumary Contact E-mail Address
Portland, OR 97219 — —

FZSAZES-<4DMD-457F-8845-B03ET4830EDE

PPP Loan Disbursement Date: 05/122020

Emplovees at Time of Forgiveness Application: &

Payroll Schedule: The frequency with which payroll 1s paid to employees 15

| Monthly

Other




Igmail.com> Unsubscribe Thu, May 14 at 5:33 PM

To: board@swni.org

Hi Everyone,

| have attached a copy of the motion you passed last Saturday afternoon along with a blank
copy of the loan documents that Leslie signed on behalf of SWHNI on Tuesday. The signed
document has sensitive financial information in it o | am not sharing that. But it is the same
document that Leslie signed.

As you remember, the loan document was not available to us on Saturday afternoon. On
Monday and Tuesday we worked with the bank to receive and get the document signed. We
set up a separate bank account so we could easily track what money flowed into and out of the
account and for reporting purposes to the SBA. The banker told us today that the money as
been deposited into that account.

The loan's duration is for two years at a 1% interest rate. Although interest is accruing no
payment is due fpr the first 6 months. If the PPP money is used for payroll, rent and utilities, it
is forgivable under the SBA rules. The forgivable portion of the money must be used in the
eight weeks after its receipt. For us that means it must be used by mid July. When the eight
weeks expires, SWHNI will provide a report to the bank and the SBA that shows what the money
was spent on and ask for the loan to be forgiven. The SBA must certify what loan amounts are
forgiven within 60 days of our report. That means we will know by Sepitember, before the six
months is up what portion of the loan is forgiven. We may have to pay a small amount of
interest for the use of the money uniil it is forgiven.

There are some unusual terms in the note. As we discussed Saturday night, when one takes
money from the govemment, one cannot change the loan terms but must take the money as
they offer it. The note says the government has the authority to change the terms of the use of
the money at any time that we retain and use it. We think that means there may be guidelines
from the SBA which are developed after we receive the money. Our goal is to check regularty
with the SBA for updated regulations. If there are any changes we may need to change our use
of the money going forward. The goal is to have the loan forgiven.

This is a another source of revenue to SWHNI which will help free up Civic Life maney to pay for
some of the COVID related costs and other expenses that we have. Civic Life’s grant does
not cover our operating expenses entirely. We are not required to use the Civic Life money
for payroll under cur contract. The Finance commitiee will be working on offering reasonable
choices about the use of Civic Life and PPP funds as we go forward.

There will be some PPP money left in our account after the eight weeks. The Board will have
the choice to keep the money as a low cost loan to offset reductions in our Civic Life grant, or
other revenue like donations, or to retum the money. Part of the reason we qualified for this
money, is because of the genuine uncertainty about funding for ourselves in the future. We will
report on the use of the PPF money at the May, June and July meetings.

We are just beginning to count the costs of the COVID virus on our organization. We
must plan for the change in how we operate. There will be costs which we must anticipate.
The use of Google Hangouts and Zoom for the neighborhoods to stay in contact is essential
and yet most neighborhoods don’t have their own subscriptions. There will be training costs for
SWNI staff and for the neighborhoods related to COVID. Those are just two examples that the
organization faces and must anticipate along with the costs. Please think about the specific
COVID impacts in your neighborhood and costs so that we can address as many as possible.




On May 18, 2020, 18-days after the PPP Borrower Application was signed and five-days after receipt of
the PPP money in the Umpqua PPP account, SWNI received notice from Civic Life regarding the COVID
impacts to the upcoming grant period. In the notification from Civic Life it said “FY 20-21 Budget Memo:

Planning for Uncertainty and Reduced Income...bigger cuts are likely coming in the fall..we need to
prepare for significant reductions as a possibility”. This memo appeared to be when SWNI received
formal notification from Civic Life that grant money planned for the upcoming fiscal year beginning in

July 2020 may be impacted due to COVID.
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FY 20-21 Budget Memao: Planning for Uncertainty and Reduced Revenue
SM82020

Background:

The impact of COVID-19 on the City's are L Pr and long
lasting. This is what we know as of 5/15/20 and it is subject to change.

On May 7, bureaus leamed about the Mayor's proposad budget at the same time that the public
did. This is not a typical process and reflects these unprecedented times.

Civic Life's budget situation is unique. We commit 31.63% of the total bureau budget at the
beginning of the year through 12 contracts (25.03%) to S DCOs, 6 DCLs and 1 graffiti vendor,
and 6.59% of the budget in City-staffed district coalition offices to maintain parity with the non-
profit DCOs.

This puts Civic Life in a precarious position because we know that bigger cuts are likely coming
inthe Fall. If we commit such a large portion of our budget at the beginning of the year, and we
are required to take larger cuts in the Fall BMP, this creates the problem of having the rest of
the bursau camy all the consequences. The impact to the rest of the bureau—which would have
already taken cuts in the adopted budget—would be to take all the addiional required cuts while
DCOs, DCLs and graffiti would not. This is inequitable and it disproportionately harms the

§l||fy orrice as
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‘What we know today is going to change. We anticipate needing to take additional reductions as
a result of adjusted revenue forecasts in the FY 20-21 Fall BMP.

We need to prepare for significant reductions as a possibility; and we cannot get ahead of the
potential budget guidance we will receive from the Mayor and Council in the Fall

We are also working with other bureaus that do grantmaking and confracting to develop a
unified approach to the next fiscal year.

Budget approvalladoption process:

* May 20: Council convenes as the Budget Committee to approve the budget

* The budget then goes to the Tax Supenvising & Consenvation Commission

s [fapproved by the TSCC, it comes back to Council June 10 for budget adoption
* July 1 is start of fiscal year FY 20-21

As of today, we think we will know more after May 20 but may not know everything uniil June 10
due to the impact of labor negotiations.

bureau's smaller programs. For reference, the smallest FY 19-20 DCO award is more than the
budgets for the bureau’s Disability, Immigrant and Refugee, Youth, and Mental Health
programs. ‘We can schedule a call for early June to provide an update if we have more information.

Az of today, we know that the Mayor's proposed FY 20-21 budget for Civic Life includes a 5.6% P
general fund reduction of $540,843. Of this amount $421,541 has already been identified Eall Budget Monitoring Process
through these: cuts: We will get updated revenue forecasts in late July/August to reflect tax filings extension to July
= Eliminating COLA, merit increases and reguiring up to 10 furkough days for non- 15.
represented employees.
* Savings that are sfill being negofiated with lal»or unions to take a similar level of
sacrifice.
= HEliminating all inflationary measures for external materials and services.
= And some initial cuts to programs.

Typically, the Fall BMP deadline is late September with a Council vote in Movember. This year,
this might be moved up so that there are decisions in October.

We expect additional budget guidance reflecting MayeriCouncil priorties. We already see
inequities in the impact of COVID-12 and state of emergency on communities, and the City
acknowledges that inequities in society and the budget are amplified in a COVID-19 world. To
begin to address funding inequities, FY 20-21 decisions will pricritize the City's commitments to
racial equity and climate action (see this draft resolufion

s itoriark

We still need to find an additional $119,000 in cuts before the Fall BMP.

If the labor negotiations do not result in the same level of savings as built into the Mayor's
proposed budget, then we would have to make up that amount somewhere else in the budget to
get to the $540,843 number. We do not know if the labor agreements will need o be made by
May 20 when Council votes to approve the budget or by Juns 10 when Council adopts the
budget.

The May 27, 2020 SWNI Board meeting minutes described that SWNI had made contact with Civic Life
about repurposing the surplus of fiscal year 2020-2021 grant funds that was created due to the PPP
money SWNI had received. In the meeting, there was a “Motion to Consider Repurposing Civic Life Funds
FY 20-21” for COVID impact not to exceed $25,000.00. A Board Member questioned whether
repurposing would be the best use of funds or return the funds to the City and “expressed concern that
the documents regarding the motion were only placed in the Board file on the day of the meeting.” The
Board overwhelmingly approved the motion to repurpose SWNI’s Civic Life funds. This evidence
demonstrated that the Board had limited time to consider the materials to repurpose $25,000.00 of Civic
Life grant funding, had been motivated to allocate the surplus of Civic Life funding towards the CEAP,

and had limited engagement with Civic Life regarding these plans.




On June 1%, five-days after the SWNI decision to repurpose Civic Life funds, SWNI received the 3" quarter
grant reimbursement for $65,495.02, which was deposited into the Umpqua Operations account. This
resulted in the SWNI Umpqua Operations account having a balance of $87,202.78 at the end of fiscal
year 2020 on June 30™. Upon receipt of the last quarter Civic Life grant distribution, SWNI had enough
cash on hand in the Umpqua Operations account to cover three months of payroll expenses, and also
had cash on hand from the PPP of $66,300.00 that was enough to cover two months of payroll expenses.

A. Motion to Consider Repurposing Civic Life Funds FY20-21

President provided background on the SWNI's application to the Paycheck Protection
Program (PPP) that was approved by Umpqua Bank. The Board approved receiving the PPP funds
and signing the loan documents at the May 8, 2020 Emergency Board Meeting. said
the PPP Loan documents were signed on May 11, 2020. The amount of the loan is $66.300 and
these funds were deposited in SWNI's Umpqua Bank account on May 13, 2020. ... . said
the PPP funds will be used for payroll, rent, and utilities. Civic Life funds budgeted for these expenses
can be repurposed to other approved uses.

" _ hared information from her recent communications with Civic Life staff,
She informed B 0001 that the PPP funds will be available for SWNI's use into July 2020 which
will enable SWNI to use its Civic Life contract funds for other approved purposes.
described SWNI's interest in using some of the funding for SWNI's NA's and the Business
Associations. W S0 00 said L. . .00y was supportive of the use of Civic Life funds and
indicated it would not be a problem. B¢ concluded by saying that Civic Life funds in the
current contract must be expended by June 30, 2020. Any funds not allocated, will be returned to the
city.
Motion: As SWNI Treasurer, | move that the Board approve m-purposing some of the Civic Life
FY 19-20 money for the 17 Neig hoods and 3 to use for
Communication and COVI-19 impact not to exceed $25,000. The Board approves that up to
$1000 be transferred to the fiscal accounts of the neighborhoods who apply for the money
through a specific one-page application form, which states how they will use the money
consistent with Civic Life purposes under our city grant agreement and help with the impact
of COVID-19. An might be that helps people communicate when we cannot
meet in person and further broadens the number of people who can participate remotely each
year, like young families.

The Board further app the re-purp g of some of Civic Life money for producing and
distr g an paper for July, ther emergency service guide for (fall), and a
supplemant to help our hood We may also need additional tools to

enhance the effectiveness of the SWNI office capabilities while working remotely. Any funds
that cannot be re-purposed for the benefit of the Southwest neighborhoods will be returned to
the city at the end of June for their purposes, if the city will not permit the retention of funds
for a reduced budget in the new fiscal year.

. said that her understanding is that the PPP B-week loan period starts from the time the
funds are distributed to SWNI's bank account. expressed concern that the documents
regarding the motion were only placed in the Board file on the day of the meeting. She questioned
whether it would be best to use the funds for NAs or return the funds to the city.
apologized for the short notice on decuments and said that SWNI's leadership has been working to
place documents in the Board file at least 5 to 7 days ahead of the Board meetings. She said a
number of tasks needed to be completed before putting together the repurposing motion, including
communications about the proposed budget changes with Civic Life staff.

.. Ziiux suggested that June 20, 2020 be the date for allocation propasals for the submission. (It
was determined that June 20 is a Saturday.) .« suggested that any remaining funds be
directed to non-profits. t responded that the goal of the repurposing is to encourage
collaborations between NAs and non-profits.

moved to the ion for an date of
Monday, June 22, 2020 and that after that date SWNI may consider applica‘lions from non-
profit organizations in SW Portland for funds.

Motion Approved for Repurposing of SWNI's Civic Life Funds as Amended.

SOUTHWEST NEIGHBORHOODS INC

ACH and Electronic Deposits/Additions

June 30, 2020 Page:20of3

Description Additions
ACH Credit Treasurer Of The Ach-ap Rmr*oi*32001238.04 1720"*65495.02*654 65,495.02
95.02*0.00/
Civic Life Grant 2013-2020
Invoice 1001/2018 548NB  Public involvement Services Grant st Q. Reimbursement of 2018-2020 Coniract ONI GrantCivic Life Grant 2012-2020 0N Base Grant
Invoice 123112018 S58NB  Public involvement Services Grant 2nd Qfr. Reimbursement of 2012-2020 Contract ONI GrantCivic Life Grant 2018-2020 ONI Base Grant
Invoice T2NY20 S88NE 2020 Tackling Racism — South Burfingame NA ONI Grant: Civic Life Grant 2019-2020 CL Comm. Engagement Grant 2020
Invoice T2NWA0 S8BNB 2020 Eena Festival — SWNI Equity Comm. NI Grant: Civic Life Grant 2018-2020 CL Comm. Engagement Grant 2020
Invoice 2N 588NE 2020 English Classes — Impact NW ONI Grant Civic Life Grant 2018-2020 CL Comm. Engagement Grant 2020
Invoice 0212020 S8BNE 2020 Heafth NI Grant:Civic Life Grant 2019-2020 CL Comm. Engagement Grant 2020
Inunice. (IMAN00 SBBNB 2070 Code Squad — SIWNI Schools NI Grant Civic Life Grant 2018-2020 CL Comm. Engagement Grant 2020
Invoice L 1) S75NB  Publi i 3rd Qir. Red of 2012-2020 Confract ONI Grant-Civic Life Grant 2018-2020 (ONI Base Grant




A Civic Life Grant Agreement Change Request Form dated June 3, 2020 by the SWNI Executive Director

sought to reassign $33,500.00 from “Personnel Costs to Community Engagement projects related to
COVID-19 emergency...,” as “SWNI has been successful in securing a Paycheck Protection Act Loan in
mid-May to assist us for the next two months with personnel costs (wages, taxes, health insurance and
retirement). This has enabled us to redirect our Office of Community & Civic Life funds to create a
Community Engagement Allocation Program”. Although this Grant Agreement Change Request Form
was drafted, it was not yet submitted to Civic Life.
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Grant Agreement Chanﬁe Request Form :

Civic Life grantees may request changes to an originally approved scope of work, timeline, and
budget in accordance to grant agreement language. Changes that can be authorized by the
program staff and Bureau director and are allowed within grant agreement language will be
reviewed on a case-by-case basis. Please submit this form and attach any supporting
documentation for an informed review of the request. A complete request should include an
outline of the requested change, explanation of why the change is nesded, and any relevant
information or requested documentation to support decision-making.

Changes that impact the City of Portland financial risk that is, changes to the overall value of
the grant will require a Council hearing, review and approval by the City attorney in order to be
executed

This form should be completed and signed by the contract / agreement manager and submitted
to the designated approver for the program or Bureau.

Organization Name: Southwest Meighborhoods, Inc (SWNI)

Grant Title: SWNI District Coalition Funding

Agreement Number: 32001238, Amendment No. 4

Contact Name i Phone: 503-823-4592

Email: @swni.org

Contact Title: Executive Director

Staff Signature: Date: June 3, 2020

2. Describe the requested change(s):

Reassign $33,500 from Personnel Costs to Community Engagement projects related to
ODVD—IS' emﬂ'genqr Pruglams |nc|uth.

& 1o og APY will fund NA's and business
ascx:latn'ls m comkn cmmnumty a'nem: projects during this challenging time.
We are setiing aside up to $1,000 for neighborhood associations and approximately up
to $1,500 for business assodations to use for projeds. SWNI is interested in supporting
our member NAs and business associations to build uﬁaburahuns with nonprofit or

based ﬂrganm We feel that creative, h i-based r
to the COVID-19 o will benefit our ent!reSW Portland mmrnumty WEare
encouraging projects that with under-rep 1S,

mmmuniﬁa uf culor, or organizations that advocate for this mmrnwuﬂes

may indude schools, sodal service agendes, Neighborhood
Eme.rgenr.y Teams, ‘l'arﬂ1 groups, private entities with community focused programs
developed in response to COYID-19 impacts. Funds can be used for: communications,
supplies and materials to conduct projects, community education activities.

» In addition, SWNI wishes to produce and distribute a second all-household newspaper
for July with information updates to the COVID-19 Resource Guide we published in
collaboration with neighborhood coafitions in mid-April. We are also considering
induding special pages featuring our three business associations.

3. Please briefly explain motivations for this request:

SWNI has been successful in securing a Paycheck Protection Act Loan in mid-May to assist
us for the next two months with personmel costs (wages, taxes, hesaith insurance and
retirement). This has enablad us to reclrect our Office of Community & Civic Life funds to
create a C E All 1P for our 17 neighborhood assodations
and 3 member business associations.

4. . Please check if supporting documentation Is attached.
List attach documentation items to this form:

Mation passed by the SWNI Board on May 27, 2020, to create the SWNI Community
Engagement Allocation Program and an information sheets regarding the program.




Then on June 4, 2020, the CEAP was announced to the Board and Associations in an email that said “

plan and conduct community engagement

projects in response to the COVID-19 crisis... We feel that

creative, neighborhood-based response to COVID-19 impacts will benefit our entire SW Portland

community”. This demonstrated that SWNI appeared not in need of the COVID Paycheck Protection

Program loan, as they subsequently created a new grant program (CEAP) to pass-along the surplus

money to the Associations, and not use or save the money on direct COVID impacts to SWNI payroll. It

appeared that the CEAP was a mechanism for SWNI to claim they had COVID impact to their budget and

services to comply with the purpose they had stated on the PPP Borrower Application. The CEAP would

have been a new line item on the budget and new service to the community for others that had COVID

impact, and was not a direct COVID impact to SWNI budget and service that would have put paychecks

to SWNI employees in jeopardy.

ubject: [SWNI Board] Community Engagement Allocation Program [CEAP),

ate: June 4, 2020 8t 2:45:17 PM PDT

o “boargfowni.org” <doard @zwni.org>, “neightomood-chairs@swni.orz” <neizhborhooc-chairsi®swni.org>,

info@@southportiancos.com, MVEA Members <info@ multnomanviliase org:s

k eply-To: koara®owre org

long after the crisis has passed.

g swni.arg), 503-877-4574 with any thinﬁ\.

forms for Doth NAs and Business Associstions

ICEAP Infornmation Sheet (NAs/BAs)
ICEAP Agreement for Neig| mmﬂ Associations

CEAP Application for Business Associations
CEAP A for Buss Associati

Executive Director
Southwest Nesghborhoods, Inc.

To: SWNI Board, Neighborhood Chairs & Business Associations,

ISWNT and the Office of Commumity & Civic Life have created the Community Engagement Allocation Program
CEAP), which will allow the seventeen Neighborhood Assocations (NAs) and three Business Associations
(BAs) in southwest Portland to plan and conduct community engagement projects in response to the COVID-19)
erisis. We are setting aside up to $1,000 for each of our NAs/BAs to build collaborations with non+
community-based organizations. We encourage projects that engage with seniors, under-represented
populations, communities of color, or organizations that advocate for these communities. We feed that creative,
Inesghborhood-based responses to COVID-19 impacts will benefit our entire SW Portland community now and

[We encourage all SWNI's Neighborhood/ Business Assodations to apply for the Community Engagement
Allocation Program. Contact SWNI staff members: . . ST swniorg ), 503-410-3135 ar

ICompleted applications will be due at 5:00 pm. Monday, June 22, 2020.
Far more information and the forms required to apply for these funds, please click on the following document

links or visit SWNI's wehsite home page at SWni.OE. | have a0 sttached Word cocuments for the appiication

Southwest Neighborhoods, Inc.
SWNI Community Engagement Allocation Program (CEAP)
Information Sheet
June 2020

The SWNI Board of Directors has taken a number of actions to address the COVID-15 crisis in SW Partland this
spring. SWNI's Multnemah Art Center office closed as a result of the crisis in mid-March, but our operations
have continued as our staff telework and are available to the community during regular business hours, We also
produced and distributed the COVID-19 Resource Guide in April, which was a print publication mailed to all
households and businesses in southwest Portland. Our goal was to reach all under-represented individuals and
households who lack or have limited access to electronic communications about health and safety information.

SWNI has also been successful in securing a Payeheck Protection Act Loan in mid-May to assist us for the next
two months with additional program and operations costs caused by the COVID-189 Crisis. This has enabled us to
redirect our Office of Community & Civic Life funds to create the Community Engagement Allocation Program
for the seventeen Neighborhood Associations (NAs) and three Business Associations [BAs) within SWNI
boundaries. The CEAP will fund our NAs/BAs to plan and conduct community engagerment projects during this
challenging time, We are setting aside up to 51,000 for each of our associations to use for projects of their
choosing.




The Grant Agreement Change Request Form that was drafted on Friday June 3™ was emailed to Civic Life
on Friday June 5, 2020, after normal business hours at 5:10pm. Although the Board motioned to
repurpose funds for fiscal year 2020-2021, the subject line of the email sent to Civic Life said “SWNI
Budget FY 19-21” indicating two fiscal years, and the body of the email had one fiscal year of “Fiscal Year
19-20”. There was conflict at that point in the records as to which fiscal year SWNI was requesting the
change to the grant, whether it was pertaining to fiscal year 2019-2020 or 2020-2021, or both fiscal

years.
Fram: [ o . Dswniorg & &
Subject: -SWit Budgat FY_19-21 Change Form = X . o0 L e, Y
“Date: June 5, 2020 at 510 PAT—, TYa R =L 'TJ“
Ta: | Bportlandoregon.gov
Hi

Altached is SWNP's Change Form for Flecal Year 19-20 that we discussad on the phone recently. As noted an the Changa Form,
SWHNI| wishes to reassign 533,500 from Parsonned Costs to Community Engagement projects related to the COVID-19 emergency.,

Below are information links to documents posted on our website about the Community Engagement Allocaticn program.

* mation Sheet (NAs/BAs) — ——  P\a (o
CEAP Application for Neighborhood Associations )
icati siness Associations ATt e}

— / |
AH g ol

503-823-4502

SWHNI FY 19-20
Grant,..rm.pdf

The following Monday morning, June 8, 2020 at 9:29am, SWNI had emailed Civic Life back to “recall our
Budget Change Form | submitted on Friday... Our Finance Committee and Advisory Committee will be
discussing using the PPP funds in the next FY 20-21.” SWNI cited the reason for the recall was that they
had found out the federal government would allow an extension of the PPP timeframe to spend the

money. Civic Life had requested clarification on June 8™ that there would be no changes to the fiscal
year 2019-2020, and SWNI replied that was correct. It appeared that SWNI had decided to repurpose
Civic Life funding for payroll in the fiscal year 2020-2021, and not fiscal year 2019-2020. SWNI had not
engaged in a substantive dialogue with Civic Life about their plan to repurpose payroll funding for the
2020-2021 fiscal year grant for CEAP.
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From: s S @swni.org @ . V. . T W
Subject: Recall SWNI Request Budget Change Form oS W'Y L d oo / 67 : 5 0 An
Date: June 8, 2020 at 9:29 AM \
To: - - @portlandoregon.gov
H-—
!Ml]ml;lmda;iﬂ: PPP.grant. i our Budg g0 Form Fridi
Our Finance Cammetea and Advisary Cammitiss wil bo discussing using tha PPP lunds in yoar FY 2021, send ¥ y 1 wil ba In touch.
Syhvia

Re: SWNI Budget FY 19-21 Change Form "™

Sun, Jun 7, 5:48 PM (15 hows ago)

Thank you for Change of Form submission and for describing process of 33,500 SWNI funds.
| understand it, | have to run it by our Business office, Leadership and City Attorney and then respond to you via emall.

Sincerely,

City of Portland, Oregon

L
i 1D BOV
From: W@swni.org>
Sent: Tuesday, June 9, 2020 8:29 PM
To: - @portlandoregon.gov>

Subject: Re: Recall SWNI Request Budget Change Form

Hi
Correct, SWNI will not have any changes to the FY19-20 program and budget through the end of Fiscal Year.

On Mon, Jun 8, 2020 at 9:32 AM @portlandoregon.gov> wrote:

Thank you for letting me know regarding the Grant repurposing Change Form for this FY19-20.

I assume then there will not be any changes to the FY19-20 program and budget through the end of Fiscal
Year?

Appreciate the nota.

Sincerely,

City of Portland, Oregon

From Dewni.org>
Sent: Monday, June 8, 2020 9:29 AM
To: @portlandoregon.gov>

Subject: Recall SWNI Request Budget Change Form
Hi':

SWNI just found out that the Federal government voted to extend our PPF grant. At this time | would like to recall our
Budget Change Form | submitted on Friday.

Our Finance Committee and Advisory Committee will be discussing using the PPP funds in the next fiscal year FY 20-21.
Please do not send the change form to the City Attorney at this time. 1 will be in touch.




On the same day as the recall of the Grant Agreement Change Request Form on June 8™, SWNI emailed
the Board regarding the Civic Life grant agreement for the 2020-2021 fiscal year, and informed the Board
“we were given the same ‘base’ amount as this year (2019-2020) $297,414.00,” and that the Board
would see a draft budget soon. SWNI’s documentation reflected there was no impact to Civic Life funding

from COVID, and no impact to payroll funding, as Civic Life funding was to remain the same base amount
going into the new fiscal year.

> - > . @swni.org> Unsubscribe Mon, Jun 8 at 6:30 PM
To: board@swni.org, neighborhood-chairs@swni.org,
SWNI Staff

To: SWNI Board and Neighborhood Chairs

Please note that the Neighborhood Coalition Grant Agreements are listed on Portland's City Council agenda for Thursday, June 11, 2020 at a 2:00 pm time certain.
The grant agreement is for_one-year. | have attached the document the SWNI Board will be asked to approve at our June 24, 2020 meeting. We were given the same
"base" amount as this year $297,414.00 (but no funds for the Neighborhood Small Grant program). We will also present a "Draft" Budget for the board to approve at
our June 24, 2020 meeting.

That same week on Thursday, June 11, SWNI received an email from Civic Life requesting “a correction
of facts and presentation of SWNI’'s Community Engagement Allocation Program,” which said that “SWNI
and the Office of Community & Civic Life have not created this together; this is SWNI’s initiative entirely.”
This communication from Civic Life demonstrated that SWNI had misrepresented Civic Life’s involvement
to the Board in the May 27" Board meeting, and again misrepresented to the Board and Associations in
the June 4" announcement that SWNI had been allowed to repurpose Civic Life money.

The communication from Civic Life also stated that there was misrepresentation by SWNI in the June 4t
announcement that the CEAP had been created in consort with Civic Life. SWNI had not engaged Civic
Life in a substantive way related to CEAP prior to SWNI’s Board meeting on May 27%" or the email
announcement of the CEAP on June 4™, Particularly as the Grant Agreement Change Request Form about
repurposing funds and the CEAP had not been reviewed or approved by Civic Life.




From:

Sent: Thursdey, Jume 11, 2020 12:08 PV

To: Szwni.orp

Ce: Sportiandorazon 20 -~ @portiandoregon.gov>
Subject: FW- [SWNI Bosra) Community Engazement Aliocation Program (CEAP),

Dear and SWNI Board of Directors (cfo b

We find ourseives in the uncomfortabie position of writing this email to request a correction of facts and presentation
of SWNI's Community Engagement Allocation Program be sent to all whom you have gistributed the notice

below. There are st least three important facts to be included as outlined below, o pleasze share all parts with
parties when communicating on this topic.

References to be addressed:
+  Beiow, it states that “SWNT and the Office of Commumity & Civie Life have ereated the
Community Engagement Allocation Program (CEAP),”
o The CEAP Information Sheet says:

“SWNI has sizo been zuccessful in securing a Paycheck Protection Act Loan in mid-May to aszizt us for the next
two months with sdcitional program and operstions costs caused Dy the COVID-19 Crisiz, Thiz has enablec us to
redirect our oﬂ‘iaeofcammty & Civic Life funds to creste the Community Engagement Allocation Program
for the se ghoorhood Azzocations (NAZ) and three Business Azzocistions [B4z] within SWNI
Doundaries.”

PLEASE CLARIFY TO ALL WHO RECEIVED THE ORIGINAL MESSAGE:
1. SWNI and the Office of Community & Civic Life have not created this together; this is SWNI's initiative
entirety.

SWNI aff snared information about your i ions with Civic Life Taff Dut thiz was not e
Gizcuzzion, collaboration or co-crestion. If it were 8 co-creation, Civic Life would have
ummeme that hmﬂs be availsdie to all mmmafgmp-: umhm the SWNI Eeogapmc

garies and not limited to/exclusively for nelshbuﬂmd tions and buss aszo0
mtlnt the program reflect the racial equity priorities as adopted inthe COVID-15 Recovery

[2nd sharec with SWNI| anc the COVID-19 Racisl Equity Toolkit

(atracheg)

2. The Office of Community & Civic Life has not agreed to redirecting grant funds for this purpose as the
request from SWNI was withdrawn before the Office even had 8 chance to review of respond. No
Civic Life funds were “re-directed” for this purp

SWNI submitted 8 “SWNI Bucget FY £9-21 Change Form™ to Civic Life staff at 3:10 pm on
Friuny. June 3.

By the following Moncay moming (spproximately 8:30 am] June 8, Civic Life staff receivec s
call from the SWNI executive mrzcwrmg_mz mquz:t. which was confirmed in
writing by email after the call.

Thiz request waz not reviewed curing that weekend period, and in fact, we would have
azked that it De corrected for the simple fact that we are not offering a *FY 15-21" change
option. That is, we are only currently offering a change option for funds to be redirected
within the same./this fizcal year (FY 15-20) for sctual expensas incurred ana services
Celiverad in that zame time period. 'We have not and would not offer an option to carry
over unexpenced or re-directed FY 15-20 funds for FY 20-21 uses for this srant.

Alzso by email, Civic Life staff inquired and SWNI executive director confirmed [on Tues, June 9)

that “Correct, SWNI will not have amy changes to the FY13-20 program and budget through
the end of Fiscal Year.”

In the June 11* communication from Civic Life to SWNI about the repurposing of payroll funding and the
CEAP, Civic Life informed SWNI that “we are not offering a ‘FY 19-21’ change option... we have not and
would not offer any option to carry over unexpended or re-directed FY 19-20 funds for FY 20-21 uses for
this grant.” Despite receiving a clear message that Civic Life would not allow repurposing of funding that
was budgeted for payroll towards the CEAP, SWNI’s Executive Committee meeting materials on June
17t showed that SWNI had still intended to move forward with the CEAP grants.

During the June 17" committee meeting, SWNI Officers had reviewed the Civic Life grant agreement for
fiscal year 2020-2021 and compared the 2019-2020 budget with a 2020-2021 draft budget. The budget




comparison showed that SWNI's base funding from Civic Life remained the same. The budget

comparison had a line item for the CEAP grant expense, at $25,000.00, which was the third highest
expense planned other than payroll, and payroll was normally covered by Civic Life grant funding. The
budget did not show that SWNI had received the PPP money as other income during the 2019-2020 or
2020-2021 fiscal year. Due to the absence of other income and the added expense of the CEAP on the
budget, SWNI’s need for board funding was considerably over inflated on the budget.

2020-2021 Draft SWNI Budget with Notes

2019-2020 2020-2021 Proposed
ateso ropose Motes FY 2020-2021
F Egory Budget Draft Budget | Capital Meed:

|IHCOME

Grant - BES =

(Granes - Civic Life 297,414.00 297,414.00 Base Budget

[Grants - Civic Life 3mall Grants 9,443.00 = Ciwiic Life Small Grants 50

BPS Srant for fallfspring Clesnups

(Gramt BPS (Cleanup] 3,236.00 = discantirwed

Fundrzising Appeal 9,000.00 4,000.00 Estimate

[Advertising Sales 12 000.00 10, 00000 Estimate

Fiscal Manzgement 8,825.00 5,0:00.00 BES 3000, WM 3000 BF5 0

Fees & Services [Cleanup) B,000.00 = DOi=anup perticpant flzes

Sulbtotal 347,918.00 317,414.00

Board Funding 945218 75,059.42

TOTAL INCOME 4357 370.18 | 5 302,473.42 | & - |5 =
I EEEEE————
[EXFEMNSE

Bank Service Charges 175.00 50,00 ACH Fees

Anrwal Inc fees= [15°30(F5900, CT1Z's =

Corporate Filing Fees 1,548.00 1,610.00 [+720[=5340, SWNICT12- 5370
Cleanup Expenses 3,236.00 - DOeanup: Porta-Potties 7, Tent, Supplies
Education,Training = BO0.00 - Simp-uelrplu_we

CDFE‘ —:54105'5 X 10mos+ 41918 K2
Eguipment Rentsl/Lezse 5,071.00 5,172 96 mas. #3183 propery ta + (340 oversge|

Diomain Registrations $200.00; Z00M 17
Figenzes ot 3145, 50/5T; Diowd Ftorzge

Electranic Communicstion 72572 3,228.30 3000
Food & Entertainment 1,700.00 1,700.00 TV Evenis, Retreat, Open House
Human Resources 10000 100.00 EMpioymant 535, CAOETOUNG TS
Insurance - Office 11,000.00 10,307 .00 May 2020 quote
SAFF [inclutes upgrace to 51
Insurance - Workers Comp 50:0.00 545.00 million/oerumence]
Payroll - Gross Wages 213,155.04 224,250.24 Inchudes 40 hours for
Payroll - Tax Expense 21,742 00 22, 87352 10-2% of Gross Wages
Payroll - Benefits 12,350.00 12,350.00 MNow. 2020 Renewal - 2
Payroll - Retirement 4,263.10 4,4E5.00 2% of Fayroll
Payroll Services 1,600.00 1,660.00 Prime Pay
Postage & Delivery 19,200.00 13,200.00 Heszpaper: 31,600 12
S773 for funcraising h
Printing Fundraising Envelopes 775.00 J75.00 NG EMEIEpE
22300 % 12 mas [I::o-s not include 2020 al-
Printing - Newspaper Monthly 25 B00.00 25,800.00
CPA 530 Anrral Tax Reports, Financial
Professional Fees 4,000.00 4,000.00 Review
(Ofice Rent 14,092.32 11,4E0.40 Office Rent 555670 par month
Room Rentals = 5,500.00 anllrneﬁin;:pum-a!ml:
Wime Sarver; ad Card reasar; Mo Rar SE00; Cart
Smzll Eguipment/Software = 3,000.00 S8 Wb Cimera $100
Extra Space Storage Unit 3154,/mo (3%
Storage for SWHNI Equipment 2,250.00 2,346.00 increase in Jan 2021}
RAD SIS, Cowtas S5%, MIVEA S100, NTEM T0.00,
Su bscription s/ Memberships 540.00 540,00 P ——
Supplies 2,000.00 2,000.00 Dffice Supplies
Teleghone 1,500.00 1,500.00 512%/month
Telewarking = 1,600.00 S20NE empioyees
Travel S0:0.00 S00.00
NA Small Grants/CEAP 5,443.00 25, 000,00 CEAP Grants
TOTAL Expenses 5357,370.18 | §302,473.42 | 5§ - |5 =

Totzl Income - Total Exp. 5000 SD_DD| 50.00 50,00 6/17/2020




SWNI emailed the Board, Associations, and Civic

Life a “Clarification regarding use of PPP funds
and Civic Life funds” on June 12, 2020. In the
it said that SWNI “did not need to
repurpose any Civic Life grant funds during this
final quarter, which ends June 30, 2020,” and that
“SWNI still faces economic uncertainty coming

email

into our new Fiscal Year beginning July 1, 2020”.
SWNI cited that the reason for the economic
uncertainty was due to a decline in donation and

event income.

In considering the budget comparison for 2019-
2020 and 2020-2021 that the SWNI Executive
Committee had reviewed on June 17t there was
revenue reduction budgeted for the line items of
cleanup, fundraising and advertising sales, which
seemed to be due to COVID. It also appeared the
Civic Life small grants program was defunded in
the new fiscal year. The total revenue reduction
was $30,504.00 on SWNI’s budget comparison
between fiscal years 2019-2020 and 2020-2021.

However, there was also expense savings of
about $27,541.92 that was budgeted. SWNI’s
revenue reduction from COVID was mostly offset

From Eswni.org>

Sent: Fnday, June 12, 2020 5:13 PM

To: board@swni.org; neighborhood-chairs@swni.org; S$BNA-board@swni.org

Ce: @pordandoregon.gove, | :
+/@portiandoragon_gov>

Subject: Clarification regarding use of PPP funds and Civic Life funds

Pportlandoregon_gove;,

Friday, June 12, 2020
Dear Board and Neighborhood Chairs,

Itis our sense that there may be some confusion about SWNI's application and use of federal Paycheck
Protection Program (PPP) funds. We applied for the PPP money on April 28, 2020 while SWNI was waiting for
firm information on our 2020-21 Civic Life grant agreement. The proposed budget figure for our new grant
agreement was in question, based on the financial crisis facing the City of Portland. It was made clear to SWNI
that any proposed grant budget would potentially be reduced by budget revisions the city may enact based on
their revenue forecasts for fall 2020

We were also aware that SWNI's revenues for the Fiscal Year 4% Quarter were significantly under budget
based on a decline in donation and event ncome. SWNI's financial uncertainty led us to apply for PPP fund.
We felt it was the prudent action to take to keep SWNI's programs and services in place in the upcoming fiscal
year. We also place a priority on k ing our ! paid and employed during the Covid-19 crisis.

The Board approved the PPP application on May 9, 2020. We signed the loan document on May 12, 2020 and
received the PPP funds on May 13, 2020. PPP's original rules stated that we would have eight weeks to spend
the funds on payroll, rent, and utility costs from date of receipt (S5/13/20). The PPP loan will be forgivable only if
itis used for payroll, ufilites, and rent.

At the May 27 SWNI Board meeting a motion passed to approve repurposing some of the Civic Life FY 19-20
money for the 17 neighborhoods and 3 business associations 1o use for communication and COVID-19 impact
not to exceed $25,000. Funds are to be used consistent with Civic Life purposes under our city grant
agreement and help with the impact of COVID-19. We called this effort the Community Engagement Allocation
Program (CEAP).

SWNI is encouraging projects that engage with seniors, under-represented populations, communities of color,
or organizations that advocate for these communities. Organizational collaborations may include schools,
social service agencies, Neighborhood Emergency Teams, faith groups, private entities with community
focused programs developed in response to COVID-19 impacts.

Things are changing quickly during the COVID-19 crisis. Last week congress changed the deadline for using the PPP
monies 50 that it could be used for 24 weeks from the date we received it. That means the PPP monies can be used well

into the 1st Quarter of SWNI's new Fiscal Year for its intended purpose. This means that we did not need to repurpose

any Civic Life grant funds during this final guarter, which ends June 30, 2020. Civic Life has asked us to update this
language change in our CEAP documents, which we will do.

SWNI still faces economic uncertainty coming into our new Fiscal Year beginning July 1, 2020 We sent a copy
of the Civic Life memo fo you two weeks ago that detailed the city's projected budget shorifall and the steps
that Civic Life may take to balance its budget. As a first step, Civic Life has de-funded its Small Grant Program
for F 2020-21. The potential for reduced District Coalition grant funds is also on the table in the fall. Finally,
SWHI is also facing other budget ions as financial ions have declined as givers shift priorities to
basic needs giving. We have had to cancel events in the upcoming months that have provided needed revenue
in the past.

The PPP money ensures that we will be able to retain our employees in the new Fiscal Year. COVID-19 has
already reduced our revenue and is likely to continue to have a negative impact in the new fiscal year. Our
intent is to use our PPP funds to supplement SWNI's Civic Life contract to ensure that SWNI can meet its
payroll, rent and utilities expenses in the upcoming fiscal year. This will provide substanfial support to our FY
2020-21 budget and will enable us to keep our employee resources stable, so we can continue to serve the
residents of SW Portiand.

'We hope this clarifies any questions you might have. But please feel free to call or write with any questions
that you might still have.

Respectfully

President
1st Vice President
Secretary
Treasurer
Treasurer

by not having to pay expenses due to COVID. There was a net impact to SWNI’s budget that could be
attributed to COVID of only -$2,962.08. Additionally, SWNI appeared to repurpose the line item that was
for discontinued Civic Life small grants as the line item for CEAP. The CEAP expense of $25,000.00 was
the only line item budgeted that would have affected the Board Funding line, as Civic Life had not

permitted repurposing of the grant for CEAP. Civic Life’s base funding had not changed, and the payroll

expense differences reflected in the budget would have been covered by Civic Life’s grant as well. The

only line item that appeared to cause considerable COVID impact on SWNI’s budget was the CEAP.




SWNI had spent the PPP money during the period of May 13, 2020 to August 31, 2020, according to the
PPP Loan Forgiveness Application Form, dated August 31, 2020, and the PPP Transaction Detail by
Account report that corresponds with the forgiveness application. SWNI’s Civic Life grant would have
covered 93% of the expenses that were offset to the PPP money, which included payroll, telephone
utility, and a portion of the rent/lease payments. The PPP was used to pay for the following expenses
applicable to fiscal years 2019-2020 and 2020-2021 totaling $66,469.08 (reference Appendix PPP
Transactions Corresponding to the Debt Forgiveness Application):

e Line 1 on the debt forgiveness application: $60,952.99 encompasses July and August payroll
including gross wages, healthcare, retirement and a portion of payroll taxes.
o Civic Life grant would have covered all of the payroll expenses offset by the PPP money
e Line 3 on the debt forgiveness application: $5,223.31 encompasses May, June, July and August
rent/lease payments for the office, copier, extra storage and cabinet spaces
o Civic Life grant would have covered $432.10 of the extra storage and cabinet space
rent/lease payments offset by the PPP money
o SWNI would have covered $4,791.21 of the office and copier rent/lease payments offset
by the PPP money
e Line 4 on the debt forgiveness application: $292.78 encompasses July and August telephone
utility payments

o Civic Life grant would have covered all of the telephone utility payments offset by the PPP

money




1 .: ré%'- Paycheck Protection Program OMB Control No. 3245-0407
4 PPP Lohn Forgiveness Application Form 330SEZ Expiration date: 10/31/2020
Buozimess Lezal Name (“Borrower™) DEBA or Tradename, if applicable
I Southwest Neighborhoods, Inc. |
Business Address Business TIN (EIN, S5M) Buosiness Phone
TGBE SW Capitol Hwy 503) 823 _ 4502
Promary Contact E-mail Address
Portland, OR 97219 perao——
SBA PPP Loan Number: Fa-o8 Lender PPP Loan Number: Fo2SAXES-4DD-4577-8545 BI3E74830508
PPP Loan Amount: $66.300.00 PPP Loan Dishursement Date: 05/122020
Emplovees at Time of Loan Application: 8 Emplovees at Time of Forgiveness Application: &
EIDL Advance Amount: EIDL Application Number:

Payroll Schedule: The frequency with which payroll is paid to employees 1s:

. Weekly Biweelly (every other week) ® Twice a month _ Monthly Other
Covered Period: 051132020 to DB/31/2020
Alternative Payroll Covered Period, if applicable: to

If Borrower (together with affiliates, if applicable) received PPP loans in excess of 52 million, check here: ™
Forgiveness Amount Calculation:

Pavroll and Nonpavroll Costs
Line 1. Payroll Costs:

60952.09

Line 2. Business Mortgage Interest Payments:

0.00

Line 3. Business Fent or Lease Payments:

e b

Line 4. Business Utility Payments:

20273

Potential Forgiveness Amounts
Line 5. Add the amounts on lines 1, 2, 3, and 4-

Go488.03

Line 6. PPP Loan Amount:

G3300.00

Line 7. Payroll Cost 60% Bequirement (divide Line 1 by 0.60):

101588.32

Formiveness Amount
Line 8. Forgiveness Amount (enter the smallest of Lines 3, 6, and 7):

63300.00




PPP money was expended on payroll costs for eight SWNI employees during July and August 2020,

applicable to fiscal year 2020-2021. Two of the employees had received PTO payouts (“buyouts”) in their
payroll that totaled $7,445.14 which was expensed to the PPP. One of the employee’s that received PTO
payouts received two disbursements totaling $5,136.08 and remained employed at SWNI after August
2020. The other employee that received a PTO payout disbursement, was for $2,309.06, and did not
remain employed at SWNI after August 2020.

C02-6760FP SOUTHWEST NEIGHBORHOODS INC

| $ 1 1 |08/16/20|08/31/20108/31/20|

NET PAY / | NET PAY /
EMPLOYEE NAME HOURS EARNINGS GROSS TAXES WITHHELD | DEDUCTIONS |  DIRECT CHECK 2
Cuoe # A8 7 EYEU NEDTE RATE REG O €D =] PAY Al MOUNT [CD| DEPOSIT | # OFE&s
B86.€7 g.00/28 | 2928.30 0.00( 28 J 317.56|FED 350. 00K
(W-2) 2928, 3 42.46{MEIC 1860.66 0.00
S-01 000100 161.55| SocsE] 1132
172.54|0R
2.58|ORSTT
0. 95| ORWCW
33.7900 22.00/23 743.38| 23 40.59| FED
(W-2) 743, 10. 76| MEDC 602.66 0.09)
$-01 0001C0 46. 09| SOCSE] 1133
42.52|0n
0.74|orsIT
1
15 BONOS 76 PERSOMAL G GRRN
20 DOUBLE 27 COMMISSION GP GRRN PRY
23 VACATION 28 EXEM COTHER K 403 (b)
24 HOLIDAY 29 RETRO 85 SIMPLE
25 sICK 30 OTHER
TIEQ PERIOD BESIN END CHECK DXTE PAGE

PAYROLL JOURNAL REPORT

§ A

SUMARY#T 67600789

08B727/20 02156 p

| NET PAY / | NET PAY/
EMPLOYEE NAME HOURS EARNINGS GROSS TAXES WITHHELD | DEDUCTIONS |  DIRECT CHECK #
EMPL # M /S EXEM. DEPT# RATE| REG O OTH D [C6] PAY CODE | AMOUNT |CD| DEPOSIT | # OFEEs
p——— 26.7500{ 81.00 2166.75 177.'15\ FED 100.008S
(W-2) 2166.79 31.42|MEDC 1582.69 0.00
134.34/ S0CSEQ] 242)
137.56|0R
2.07|ORSTT
0.89| ORI
26.7500 86.32/23 2309.06| 23 136. 63| FED
W-2) 2309.0¢ 33, 48| MEOC 1858.85 0.00
143,16 SCCSE] 243
134.63|CR
2.31|ORSTT
19 BONUS 76 PEFSOAL G GRRN
20 DOUBLE 27 COMMISSICN GP GRRN PAY
2IWACATION) 28 ©XEM OTHER K 403(b)
24 HOLIDAY 29 RETRO S5 SIMPLE
25 SICK 30 OTHER

C02-6760P SOUTHWEST NEIGHBORHOCDS INC

FREQ FERIOD.  BEGIN END

CHECK DATE

PAGE

| S| 1 |08/16/20108/31/20|08/31/20

PAYROLL JOURMNAL REPORT

1 2

SUMMARY#: 67600269

08/27/20 (2:36 p

C02-6760P SOUTHWEST NEIGHBORHOODS INC

NET PAY / | NETPAY /
BMPLOYEE NAME HOURS EARNINGS GROSS TAXES WITHHELD | DEDUCTIONS |  DIRECT CHECK #
EMPL # M /S EXEM. DEPT# RATE [ REG___ O/T _OTHER CD| Ch|  PAY Al CODE | CD| DEPOSIT | # OFEEs
33.7%00 130.00|23 4392.70| 23 726.56| FED
(W-2) 4342.70 €3, 69| MEIC 7985.66 0.00
272.35 S 1138
340.05|0R
I 4,39| ORSTT
19 BONUS 26 PERSQIAL G GARN
20 DOUBLE 27 CMMISSICH GP GARN PAY
23 VACATION 28 EXEM OTHER K 403(b)
24 HOLIDAY 29 RETRO SS SIMPLE
25 SICK 10 OTHER
FREQ FERIOD BEGIN END CHICK DATE PIGE

| S | 1 |08/16/20|08/31/20|09/01/20]

PAYROLL JOURNAL REPORT

| 1

TSUmaRYs: 67600270

08/31/20 G2:14 p




Although PTO appeared to have been eligible for

debt forgiveness as part of the the PPP Loan
Forgiveness Application Form, the PTO payouts

were problematic with the SWNI Personnel

8. Question: Do PPP loans cover paid sick leave?

Answer: Yes. PPP loans covers payroll costs, including costs for vacation,
parental, family, medical. and sick leave. However, the CARES Act excludes qualified
sick and family leave wages for which a credit is allowed under sections 7001 and 7003
of the Families First Coronavirus Response Act (Public Law 116-127). Learn more
about the Paid Sick Leave Refundable Credit here.

Policy for the following reasons:

e For employees not terminated, the Personnel Policy did not permit a payout of PTO. The

Personnel Policy indicated that for SWNI employees not terminated, employees were unallowed

to accrue more than the annual Paid Time Off (“PTO”) accrual limit; and once an employee

reached the PTO accrual limit, they would not accrue more PTO, until the employee had actually

taken the PTO to reduce the balance below the accrual limit.

o SWNI violated the Personnel Policy when paying out $5,136.08 of PTO vacation time to a

single employee on two different pay periods, and they had remained employed after the

PTO payouts.

e For terminated employees, the Personnel Policy had permitted that they receive the equivalent

amount of pay up to a certain maximum based on whether the employee had been part-time or

full-time and the years of service.

o SWNI violated the Personnel Policy when paying out 86.32 hours of PTO to a single

employee who should only have been permitted to be paid out a maximum of 80 hours.
SWNI appeared to have overpaid 6.32 hours of PTO totaling $169.06.
o SWNI violated the Personnel Policy when they paid out PTO in excess of the employee’s

annual PTO limit based on the employee’s employment time at SWNI.

Southwest Neighborhoods, Inc. (SWNI)
Personnel Policy

Regular part-time employees who work less than 20 hours a week and temporary

employees are not eligible for Paid Time Off.
Paid Time Off must be used in increments of 1 hour or more.

An employee may not accrue more than the annual Paid Time Off accrual limit.
If an employee's accrual balance reaches this limit, the employee does not
accrue additional Paid Time Off until he or she has taken Paid Time Off and
reduced the balance below the accrual limit.

Ifa SWNI-paid holiday occurs during a period of Paid Time Off, holiday pay
applies to that date, and the employee's Paid Time Off accrual is not be debited
for that date.

If a regular employee terminates employment with a Paid Time Off balance
remaining, the employee shall receive the equivalent amount of pay up to a
maximum of 160 hours for regular full-time employees (80 hours for regular part-
time employees).

Regular Full Time
Employees (36 or more
hours per week)

Paid Time Off
accruals per year

Sick leave
accruals per
year

0-5years

80 hours (3.34 hours
per pay period)

104 hours (4.34
hours per pay
period)

More than 5 years and
less than 10 years

120 hours (5 hours
per pay period)

104 hours (4.34
hours per pay

period)

10 or more years 160 hours (6.67 104 hours (4.34
hours per pay hours per pay
period) period)

Regular Part Time Paid Time Off Sick leave

Employees (20 or more |accruals per year |accruals per

hours per week and year

less than 36 hours per
week)

0-5years 40 hours (1.67 hours |52 (2.17 hours

per pay period) per pay period)
More than 5 years and |60 hours (2.5 hours |52 (2.17 hours
less than 10 years per pay period) per pay period)

10 or more years

80 hours (3.34 hours
per pay period)

52 (2.17 hours
per pay period)




The payout of PTO was the result of SWNI not realizing that the employer’s share of the Federal

Insurance Contributions Act (FICA) tax for social security and Medicare was unallowed on the PPP Loan
Forgiveness Application Form. In the September 23, 2020 Board Meeting, the PTO payouts were
explained as a “buyback for additional vacation pay, so when we found out we couldn’t do the federal
employer tax, we wanted to reduce the liability of that... as | reported last month that there was about
$13,000 in accrued vacation liability, so we reduced that significantly by included it in the PPP.” It
seemed problematic that the bulk PTO payout was only paid to one of the five employees that remained
working for SWNI, and only one of the two employees that were terminated by SWNI.

SWNI’s solution to being ineligible to claim the employer’s portion of FICA tax on the PPP Loan
Forgiveness Application Form, was to inflate payroll expenses through the payout of PTO. SWNI
demonstrated they had intended to seek forgiveness for the entirety of the PPP loan to avoid the 1%
interest rate. SWNI had reported on the PPP Loan Forgiveness Application Form that there was more
expense $66,469.08 than had been received as a loan $66,300.00. However, the $66,469.08 included
the PTO payouts for employees. Had those PTO payouts not occurred, SWNI would have had less
expenses for PPP, and the remainder would have begun to accrue a 1% interest rate.

16. Question: How should a borrower account for federal taxes when determining its
payroll costs for purposes of the maximum loan amount, allowable uses of a PPP loan,
and the amount of a loan that may be forgiven?

Answer: Under the Act, payroll costs are calculated on a gross basis without regard to
(i.e., not including subtractions or additions based on) federal taxes imposed or withheld,
such as the employee’s and employer’s share of Federal Insurance Contributions Act
(FICA) and income taxes required to be withheld from employees. As a result, payroll
costs are not reduced by taxes imposed on an employee and required to be withheld by
the employer, but payroll costs do not include the employer’s share of payroll tax. For
example, an employee who earned $4,000 per month in gross wages, from which $500 in
federal taxes was withheld, would count as §4,000 in payroll costs. The employee would
receive 53,500, and $500 would be paid to the federal government. However, the
employer-side federal payroll taxes imposed on the $4,000 in wages are excluded from
payroll costs under the statute.’

* The definition of “payroll costs™ in the CARES Act, 15 US.C. 636(a)(36)(A) viii), excludes “taxes imposed or

withheld under chapters 21, 22, or 24 of the Internal Revenue Code of 1986 during the covered period,” defined as
February 15, 2020, to June 30, 2020. As described above, the SBA interprets this statutory exclusion to mean that
payroll costs are calculated on a gross basis, without subtracting federal taxes that are imposed on the employee or

As of June 25, 2020




Also problematic regarding the bulk PTO payout is that SWNI had created additional FICA tax liability for
the employer’s share. Since PTO is paid out as gross wages, SWNI would have been subjected to pay the

employer’s share of FICA tax on those gross wages. SWNI’s employer share of the FICA tax that was
generated as a result of the bulk PTO vacation time payouts that also would not have been covered by
PPP money was:

e Social Security cost to SWNI (6.2%) = $461.60
¢ Maedicare cost to SWNI (1.45%) = $107.95

Additionally, what was problematic about the bulk PTO payouts, was that one employee is still working
for SWNI. According to the Personnel Policy, “An employee may not accrue more time than the annual
Paid Time Off accrual limit. If an employee’s accrued balance reaches this limit, the employee does not
accrue additional Paid time Off until he or she has taken Paid Time Off and reduces the balance below
the accrual limit.” When SWNI paid down the PTO liability, that would have caused the employee to
accrue new PTO, creating a new additional liability. This was observed to circumvent the Personnel Policy
that required a limit of PTO accrual. This PTO limit worked in SWNI’s favor to limit expenses on PTO.
SWNI appeared to financially mismanage the PTO payouts and it caused an indeterminate amount of
accrued liability based on noncompliance with the policy.

SWNI had established a PPP loan special committee to oversee the expenditures and handling of the PPP
money. It was problematic that there was evidence the special PPP committee had not regularly met.
This was evidence that SWNI had mismanaged the oversight of the PPP money, and that decision making
regarding CEAP, engagement with Civic Life regarding handling of expenses, and the PTO payouts were
not adequately disclosed to Board members.

' via SWNI Board 5:25 PM
Re: [SWNI Board] Legal and Executive committee update 8/8/20 Details .
To: SWNI, Cc: Board

I am a SWNI board member and serve on the PPP loan advisory committee to provide oversight of expenditures from proceeds
of the Cares Act PPP funds received by SWNI, currently held at Umpgqua Bank. The PPP advisory committee members are me,

To my knowledge, the PPP advisory committee has not met.
| was not advised any PPP funds were spent until receiving this email.
This email is my resignation from the SWNI PPP advisory committee effectively immediately.

SWNI Board representative




Examination #6 Was money being spent according to SWNI’s budget?

Findings: e SWNI “shifted” money between budget line items that deviated from the
published budget and the actuals reported to Civic Life.

e In a Board meeting, the Executive Director stated that the shifting of money
between line items was to ensure grant money is completely used.

e SWNI carried an excessive pre-paid balance “slush” fund on the USPS account
consisting of ONI/Civic Life grant funds.

e Evidence showed an increase in expenses being paid at the end of the fiscal year
that deviated from the original budget that could not be attributed to actual
increase or decreases of operational costs.

e The financials reported to Civic Life revealed the differences of the budgeted
items with actuals; for at least 3 fiscal years, these variances lacked reasonable
justification or documentation.

e Professional Fees had funds budgeted for a “Financial Review” although no
financial review or audit has ever been completed.

e The three main budget line items that incurred the most notable changes were
the Postage and Delivery, Professional Fees, and Rent.

e There were considerable percentage changes for line item amounts over the
fiscal year periods of 2013 to 2019 that could not be attributed to actual
increase or decreases of operational costs.

o There was a “slush” fund held at the post office that had a pre-paid balance of
$31,461.57; the source of which is ONI/Civic Life grant funds

e There was $9,225.00 in Civic Life grant reimbursements for rent that were not
budgeted

e There was $11,000 budgeted from Board and Civic Life funds for financial
reviews that were not performed

Results Summary

An analysis was completed on SWNI’s annual budgets and was compared to spending on the Umpqua
Bank Operations account, and financial system Profit & Loss Detail and Transaction Detail by Account.
SWNI’s financial system transaction activity was determined to be too unreliable prior to 2013 for
meaningful analysis of the budget, and the budget record from 2019-2020 provided by SWNI was
incomplete. SWNI’s budgets and actuals reported to Civic Life were compared for fiscal years 2014, 2015,
2016, 2017, 2018 and 2019. Board meeting minutes, materials and videos were also considered, as well
as communications and grant agreements with Civic Life.

Forensic examination findings are that SWNI shifted money between line items on their budget so that
they could use most or all of the money in their Civic Life grant. When SWNI was under budget at the
end of a fiscal year, SWNI would expend funds in excess of their budget line items, often in a pre-paid




manner for postal services. There was an unreasonable and excessive balance carried with the United

States Postal Service (“USPS”) for SWNI, as a result of the excessive payments at the end of fiscal years.

Additionally, there were professional services that SWNI had budgeted for from Board and Civic Life
funding, specifically for “Financial Review,” however SWNI had not expended any money for an audit or
financial review by an accountant when that was budgeted. SWNI had admitted there was not any
financial statement or reports audited during fiscal years 2011 to 2020. The forensic auditors charted
actual line item amounts reported to Civic Life by SWNI and the year-over-year increases/decreases,
reference Appendix Contract Actuals. There were considerable percentage changes over the fiscal year
periods of 2013 to 2019 that could not be attributed to actual increase or decreases of operational costs.

Forensic Audit
Information Request Checklist
October 1, 2020

TO: Melissa Frick Minick
Marsh Minick, P.C.

From: Sylvia Bogert, Executive Director
Southwest Neighborhoods, Inc

RE: Information Request 1

#32 Provide the audited financial statements, report and accompanying supplementals

Please note: Southwest Neighborhoods, Inc.’s has not had its financial statements or reports
audited.

We did provide Civic Life with a copy of Smyth & Clark’s review of our 2012 Financial
Management Policy and IRS Audit for fiscal year 2011-2012.

Forensic Examination

The forensic examination was performed on SWNI’s published fiscal year budget line items with the
actuals reported to Civic Life. In the May 9, 2020 SWNI Emergency Board Meeting, a discussion between
a Board member and the Executive Director identified that for many years SWNI had practiced “shift the
funding” to “spend within line items” in order to “always spent down Civic Life funds to the penny.”
While there is evidence that SWNI had shifted money between the budgeted line items, the yearly

budgets, actual expenses and the itemized expenses were disclosed to Civic Life on a quarterly basis.




Fiscal Year 2013-2014

During the 2013-2014 fiscal year, SWNI spent 100% of the Civic Life grant of $268,139.00. There was a
variance with the budget versus actuals that lacked reasonable justification or documentation.

The Postage and Delivery line item showed $22,400.00 on the budget for Civic Life funds;
however actual spending to the USPS was $30,614.02. This represented a 36.7% difference where
the actuals were over budget. Had the Postage and Delivery line item been within the budgeted
amount, SWNI would have underspent their Civic Life grant by $8,214.02. SWNI issued two
checks for “bulk mailing” on the last day of the fiscal year June 30t 2014 that was $16,610.77.
Evidence showed that the Executive Director explained in a Board meeting that SWNI was using
line items in the budget to “shift the funding” to maximize Civic Life grant funds; the postal checks
on the last day of the fiscal year was indicative that SWNI had inflated the expense to the USPS
because they had underspent their overall budget and needed a line item to charge in order to
spend the entirety of the Civic Life grant.

US Postal Service Bulk Maling Permit #1348, May 2014 oNl Accounts Payable 1,400,00 1,400.00
5595 US Postal Service & rolls of 100 Forever 49 cent pastage stamps =]} Umpqua Operstions Account 204.00 1,604.00

US Postal Service Bulk Permil #3148 June 2014 oI Accounts Payable 1,400.00 3.094.00

5811 SWHRL US Bank Acct  Mailing Services OME Umpqua Operations Account . 175.00 3,268.00

5611 SWHRL US Bank Accl___Postage ol Umpgua Operallons Account 140.99 3,400.99

US Postal Service Bulk Maliing Penil #1348, End of Fiscal Year 20132014 ONI Acoounis Payable 16,080.01 19,450.00

US Postal Servics Bulk Malling Penmil #1248, End of Fiscal Year 20132014 ONI Accounts Payable 530.76 20,020.76

Total Pastage & Delivery ) 20,020.76 20,020.76

The Prof. Fees — Bookkeeping & Accounting line item reflected a budget of $2,000.00 for a
“Financial Review” at end of year. However, SWNI had not expended any money from this line
item that was allocated to SWNI Board funding.

ONI/Civic Life Comparison = SWNI Civic Life

Difference

Fund Account l Budget 2013-2014  Actuals 2013-2014

Gross Wages = 16992153 | 5 169,156.70 -0.450%
Payroll Tax Expenses 5 1869137 | 5 15,777.29 -15.591%
Benefits 5 6,12036 | 5 6,241.96 1.9E7%
Retirement 5 3308435 3,398.43 0.000%
Total Employees 5 198,131.69 | § 184,574.38 -1.795%
Electronic Communication 5 124600 | & 2,158.56 73.319%
Ins. D&OD, Liab, Theft, Vol 5 10,200.00 | & 9,901.00 -2.931%
Ins. Worker's Comp 5 600.00 | & 572.59 -4 568%
Payroll Services 5 150000 ] 5 1,259.60 -16.027%)|
Postage & Delivery B 2240000 | 5 30,614.02 36.426%
Printing- All 5 412131 -100.000%|
Printing- Neighborhood B 5,100.00 | 5 3,897.98 -23.569%,
Printing - Newspaper 5 2400000 | 5 24,359.87 1.499%
Prof Fees- Other 5 BDO.OO | & B800.00 0.000%
Total Materials & Svcs. 5 70,007.31 | 5 73,564.62 5.081%
Total--Main Grant 5 26813900 | 5 268,139.00 0.000%|
OMI/Civic Life Grant Amount

(from Budget) 5 268,139.00 | 5 268,139.00




SWNI ADOPTED OPERATING Budget 2013-14

| Budget 12-13] Budget 13-14 oNI Iswm Board Notes

lincome
Grant - BES 12,000.00 12,0000 Prog MRS TR, Supen. S5K.
Grants - ONI 278,016.00 268,139, Based on Feb. OM Budget Submssion
Grants - Cther 7,811.00| 75110 Plann & Suat. 5 yrCleanup Geant
Other Program Service Fees 5,0118.00| 5,000.0 BES névelgaper insers
Contributions Income 4,000,00 4,000 Etinme. SWH rads&mo{::r;:;:;
Advertising Sales 1,500.00 1,500 Mewspaper ads
SWHI Sales 500.00) 250 Signs, ink cartridge recycling
BES Admin 5,047.00) 5,000, BES grant ad ministration
Miscellaneaus Ineame 3,000.00 3,000.0 Cleariup participant fesd

TOTAL |ncame 316,892.00 306, 70!

[Expense
Bark Service Charge 500,00 300, Checks, mise, fees, Reduced 5200
Corporate Filing Fees yso000f 1,500 Aonualncee S TS0
Education/Training 500.00) 500,
Educational Stipends 1,000, Interrship Stipends
Equipment Rental 5,030.00| 5,000, Copy maching - 5415 pfma.
Electronic Communication 0.00 1,246 AT
Food Entertainment 400,00 1,000, Betman SBOE Poiice S163, bk Bays 560, ol 40
Insurance - D&O, Liab, Theft, Vol 9,300.00 10,200 9 - 10% rcrease expected
Insurance - Workers Comp 600,00 600,
Payroll - Wages 171,077.00 169,921.53 Estimated wages + 1.6%
Payroll - Taxes 1881900, 18,691.37 1% 1otal wages
Payroll - Benefits 522000 6,120.36 Medical Benefits
Payroll - Retirement 3,350.00 3,3598.43 1A Em ployer Match 2% of wages
Payroll Services 1,500.00 1,500 Prime: Pay
Postage & Delivery 24,783.00 e
Postage/Printing - All Household 0.00) 521831 Cantingancy 441 Hasmmhald haed 56,0001
Printing - Neighborhood Assoc. 5.100.00) 5,100, L300 % 1TNAS
Printing - Newspaper 30,000.00 24,000 52000 pfmo.
Prof Fees - Tax Accounting 1,500.00 2,000 CPA 990 Tax Reparts
Prof Fees - Bookkeeping/Accounting 2,500.00) 2,00 Contingercy - Francidl Review /o year
Prof Fees - Other £00.00] £00.0 Board Retrest, Professional Training
Renk 12,000.00| 12,000 Office - 59000, Rentals - 53000
Small Equip/Software 218.00) 1,375 Wasem Monton, Moo, WS 0 a, honer
Special Projects Expense 4,800.00) 4,800 Fes for hauless, supplies, #tc.
Storage for SWNI Equipment 1,200.00 1,200.0 Barbut Storage Unit
Subscriptions/Memberships 525,00 225, NAD 5175, Costen 550
Supplies 2,500,00| 2,000, Reduced bazed on FY 13-13 expenses,
Telephone 3,000,00 2,414, e A T e
Travel 150.00/ 1504
NA Small Grants 10,020.00 0

TOTAL nses 92.00 306,70 A

Net Income A8




Fiscal Year 2014-2015

During the 2014-2015 fiscal year, SWNI spent 100% of the Civic Life base funding of $280,111.00. There

was a variance with the budget versus actuals that lacked reasonable justification or documentation.

The Postage and Delivery line item showed $23,000.00 on the budget for
Civic Life funds; however actual spending to the USPS was $28,551.28. This
represented a 24.14% difference where the actuals were over budget. Had
the Postage and Delivery line item been within the budgeted amount,
SWNI would have underspent their Civic Life grant by another $5,551.28.
SWNI issued two checks for “bulk mailing” at the end of the fiscal year from
June 23 to June 30% 2015 that was in excess of $14,102.28. This was
indicative that SWNI had inflated the expense to the USPS because they
had underspent their overall budget and needed a line item to charge in
order to spend the entirety of the Civic Life grant.
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07/23/2014 US Postal Service Bulk Permit #1348, July 2014 ONI Accounts Payable 1,500.00 1.500.00
08/21/2014 US Postal Service Bulk Permit #1348, August 2014 ONI Accounts Payable 1,500.00 3,000.00
08/22/2014 US Postal Service September 2014 Postage ONI Accounts Payable 1.500.00 4,500.00
10/09/2014 Adams, Slefanie purchase of postage stamp ONI Umpqua Operations Account 050 4,498.50
10/28/2014 US Postal Servica Bulk Mailing Permit #1348, October 2014 ONI Accounts Payable 1.500.00 5,898.50
10/28/2014 U.S. Postal Service Standard Mail, PI, Permit #1348 Renewal ONI Accounts Payable 220.00 6,219.50
11/12/2014 SWHRL US Bank Acct Mailing Services ONI Accounts Payable 175.00 6,394,50
111212014 SWHRL US Bank Acct Postage ONI Accounts Payable 134.51 6,529.01
11/24/2014 US Postal Service Bulk Mailing Permit #1348, November 2014 ONI Accounts Payable 1,500.00 8,028.01
12/23/2014 US Postal Service Bulk Mailing Permit #1348, December 2014 ONI Accounts Payable 1,500.00 9,528.01
01/26i2015 US Postal Service Bulk Mailing Permit #1348 ONI Accounts Payable 1,500.00 11,028.01
02/2412015 US Postal Service Bulk Mailing Permit #1348, February 2015 ONI Accounts Payable 200.00 11,229.01
03/24/2015 US Postal Sarvice Bulk Mailing Permit #1348, March 2015 ONI Accounts Payable 200.00 1142801
04/22/2015 US Postal Service Bulk Mailing Permit #1348, April 2015 ONI Accounts Payable 1,500.00 12,828.01
05/27/2015 US Postal Service Bulk Mailing Permit #1348, May 2015 ONI Accounts Payable 1,500.00 14,428.01
05/27i2015 Sylvia Bogert (V) Ovwernight Postage for CIT Bill ONI Accounis Payable 19.99 14,448.00
0B/23/2015 US Postal Servica Bulk Mailing Permit #1348, June 2015 ONI Accounts Payable 2,749.88 17,198.88
06/29/2015 5831 US Postal Service & rolls of 100 Forever 49 cent postage stamps ONI ‘Umpqgua Operaticns Account 294.00 17,492.88
0B/30/2015 US Postal Service Bulk Mailing Permit #1348, June 2015 Final ONI Accounts Payable 11,058.40 28,551.28

26,551.28 28,551.28

Total Postage & Delivery

The Professional Fees line item reflected a budget of $5,000.00 for Civic Life funds, of which
$2,000.00 was for a “Financial Review”. However, SWNI had not expended any money for a

professional financial review during this period, and had underspent this line item by 59.14%. It

appears that had SWNI not overspent on Postage and Delivery line item then there would have

been enough Civic Life funding for a professional financial review.




ONIfCivic Life Comparison = SWHNI Civic Life

Difference

Fund Account l Budget 2014-2015  Actuals 2014-2015

Gross Wages 5 173,956.55 | & 173,218.63 -0.424%

Payroll Tax E $ 17,395.66 | 5 16,436.23 -5.515%
|Benefits 5 6,302.76 | 5 6,279.18 -0.374%
|Retirement 5 3,479.12 | § 3,479.12 0.000%

Total Employees 5 201,134.09 | § 199,413.16 -0.856%

Bank Service Charge 5 14691 | & 167.22 13.825%
IEIEI:‘tanic Ci i $ 2,000.00 | 5 2,109.12 5.456%
Ilrs. D&O0, Liab, Theft, Vol 5 10,700.00 | 5 11,564.00 B.075%
Ilns. Worker's Comp $ 600.00 | 5 309.34 -48.443%
[Payroll services s 1,500.00 | $ 1,420.74 -5.284%
[postage & Delivery 5 23,000.00 | 5 28,551.28 24.136%
[printing- Neighborhood B 5,100.00 | 5 3,127.41 -38.678%
IPrinting- Newspaper $ 24,000.00 | 5 2474423 3.101%
|prof Fees- Other s 5,00000 | $ 2,043.00 -59.140%
ISuhscriptinnfMemherships $ 28000 | S 355.00 26.786%

Telephone s 1,500.00 | $ 1,270.18 -15.321%

Travel 5 15000 5 36.32 -75.787%|

MA Small Grants 5 10,676.00 | 5 5,000.00 -53.166%|

Total Materials & Sves. 5 84,652.91 | § 80,697.84 -4.672%

Total--Main Grant
(ONI/Civic Life Grant Amount

283,787.00 280,111.00

|{from Budget) 5 280,111.00 | § 280,111.00
I SWNI Adopted Operating Budget 2014-2015
I} Budget 13-14 | Budget 14-15. ONI 'WNI Board Notes FY 2014-2015
Iincome | |
Grant - BES 12,000.00) 2.500.04’ 250000 L et o o]
Grants - ONI 268,139.00 285, ?'BT.CNl 285,787.00 Based 2.6% COLA/S10,676 5m Grants
Grants - Other 7,811.00| ?.Bll.D‘l 7,811.00| Plann & Sust. 5 yr Cleanup Gram
Other Program Service Fees 5,000.00 D.Dil 0.00| Comected and mlij;;j::_ji:cﬁ
Contributions Income 4,000.00 s.om.ml 5,000.0p| FSUmate. SWNI V38781 contrbe
Advertising Sales 1,500.00 3.0[)0.01‘ 3,000.00 Other FY 13-14 Jsml
SWNI Sales 250,00 150.008 150,00 signs, ink car trdge recycinglf
Fiscal Administration 5,000.00| 12, 148.0“ 12,148.00| BE5 5,000, WWEAICD £24.00, \mméfz'
Miscellaneous Income 3,000.00| 3, SDD.Dtl 3,500.00| Cleanup participant feesl
[ToTAL Income $ 306,700.00] $ 319,896.000 $  285,787.00['% 34,109.00]

Bank Service Charge 300.00| 146.9. 146.91 Checks, mise. fees. Reduced $200)
Corperate Filing Fees 1,500.00 1.5m.o¢l 1,50000| Armalinelee S8 cT =i
Education/Training 500.00/ SDD.DGI 500.00| 100 per employes
Educational Stipends 1,000.00 G.OII 0.00 0.00 Intarnship Stipends
Egquipment Rental 5,000.00| 5, 236.0“ 5,286.00( Copymachine-3% Increase 5420 me
Electronic Communication 1,246.00 2,01}0.04] 2,000.00 o Cos Gk et e
Food Entertainment 1,000.00 1,500 0[' 1,500,000 e e, e e ]
Insurance - D&O, Liab, Theft, Vol 10,200.00 10, ?DG.DC' 10,700.00 5% increase expected|
Insurance - Workers Comp 600.00| BDDDCI 600.00
Payroll - Wages 169,921.53 1?3,956.55. 173,956.55 Estimatad wages + 2 6% COLA
Payroll - Taxes 18,691.37| 17, 395.5‘ 17,395.66 Beduced fram 11% to 10%af otal wageq
Payroll - Benefits 6,120.36| 6, 302.?* 6,302.76 Medical Benefits 525.23 m
Payroll - Retirement 3,358.43 3,11?9.12' 3,479.12 17 Employar Match 2% of wages|
Payrell Services 1,500.00 1,500. 1,500.00 Prime Paj
el i S e s

48 Househcid mading in unz 2015 {cmecied

Postage/Printing - All Household 521831 2,348, 2,348.00 S e o
Printing - Neighborhood Assoc. 5,100.00| S.IDD.DCI 5,100.00 5300 % 17 NA'Y
Printing - Newspaper 24,000.00 24,000. 24,000.00 $2000 pfma
$1,500 CPA 990 Annual Tax Reports
Professional Fees 4,800.00 5, 5,01 42,000 Financial Review, $1,5004

Facilitation, Legal Consultant
Office Rent 5913 per mo, $3000 extra|

Rent 12,000.00 12,315, 12,31500) [ et for evente et
Small Equip/Software 1,375.00 1,om.oc| Y0000 A K e R N
Special Frojects Expense 4,800.00 6,100, 6,100.00 Fems for hadlers, Tenss, Port Pomys, i)
Storage for SWNI Equipment 1,200.00 1.iﬁ 1,560.00 Barbur Storage Unit 130 m
Subscriptions/Memberships 2325.00 230.0[' 280.00 NAD 5225, Costen 555
Supplies 2,000.00 2,000.008 2,000.00
Telephone 2,414.00| 1.500.{)[' 1,500.00 Amfoced o125 mobaed on FY 1314 faes
Travel 150.00] 150.008 150.00
NA Small Grants 000 10, S?S.DCI 10,676.00 ooo| ":r:;'ar:i':;:c: ;’N"f::g‘:
TOTAL Expenses $ 306,700.00] § 319,896.001$  285,787.001\$ 34,109.00)
et income 5 B T s I*s ]

I Adopted May 28, 2014 - Amended July 2014




Fiscal Year 2015-2016

During the 2015-2016 fiscal year, SWNI spent 96% of the Civic Life grant, which was spending of
$281,163.00, and the grant was for $291,839.00. There was a variance with the budget versus actuals
where the funding for Civic Life had been spent differently than how it

was budgeted.

The Postage and Delivery line item showed a 79% decrease in the
budget for Civic Life funds. The actual spending to USPS was
$2,825.09 during 2015-2016 fiscal year, which was under the
$13,000.00 budget for Civic Life funds for the Postage and Delivery
line items. It appeared that SWNI had been under budget in the
Postage and Delivery line item as a result of an increase of the line
items for Payroll Wages of $12,400.00 and Payroll Taxes of
$1,252.00 during the same period. Also the decrease in budget to
the Postage and Delivery line item seemed to be the result of
having a surplus balance of money on file with the USPS from prior
periods. By the June 3, 2015, SWNI had a credit with the USPS of
$12,758.52.

The Professional Fees line item reflected SWNI had budgeted
$5,000.00 for Civic Life funds during 2015-2016 fiscal year, which

PORTLAND MAIN OFFICE
PORTLAMD, Oregaon
572088057
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was a 148.439% increase from the prior fiscal year 2014-2015. SWNI had spent the entirety of
the $5,000.00 that was budgeted. SWNI had budgeted for $2,000.00 to an accounting consultant,
$2,680.00 for the tax return, and $1,500.00 for facilitation and legal consultants. However, SWNI
had not appeared to expend any money for an accounting consultant during this period, even

though it was budgeted. SWNI had overspent on the tax return preparation by 78%; the tax
return preparation was budgeted as $1,500.00 and SWNI paid $2,680.00. SWNI spent the

remainder of the Professional Fees line item budget on the Board

Retreat in April 2015.

The Rent line item reflected in the SWNI budget did not have an amount allocated to Civic Life;
however on June 30, 2016, SWNI used grant funds for fiscal year 2016-2017 on room rentals
totaled $2,527.50. The room rental payments were not in the Civic Life budget, but were expend
to Civic Life for reimbursement. The room rentals were issued on the last day of the fiscal year,

June 30, and based on the memo, was a pre-payment for rent during the next fiscal year.

Rent

Bil 0613022016
Bil 0802016

Tatal Rant

Neighborhond House Semier Gerter  Roam Renial fr 20162017
Porlland Parks & Recreation 2016-2017 Roam Rentals al Muitnomeh Arts Cenler

Neighterhond Svoz ON| 15-46 149050 1405
Nelohbornood Svcs ONI 15-16 1037.00 1518
252150 282150




ONIfCivic Life Comparison ——# SWNI Civic Life

Difference

Fund Account l Budget 2015-2016  Actuals 2015-2016

Gross Wages 5 182,143.86 | & 192,327.57 5.591%
Payroll Tax Expenses 5 1821433 | § 19,090.92 2.812%||
Benefits B 6,30276 | $ £,500.45 3.137%]|
Retirement 5 364288 | 5 3,841.44 54513
Total Employees 5 210,303.89 | 5§ 221,760.39 5.448%
Electronic Communication 5 2,000.00 | 1,955.58 -2.221%
Ins. D&O, Liab, Theft, Vol 5 11,235.00 | 5 10,305.00 -8.278%
Ins. Worker's Comp s 600.00 | & 369.02 -38.457%
Payroll Services 5 150000 | 5 1,577.38 5.199%
Postage & Delivery B 13,000.00 | 5 2,825.08 78.269%
Printing- All $ 5,000.00 -100.000%
Printing- Neighborhood s 8,500.00 | 5 499687 -41.713%
Printing - Mewspaper $ 20,300.00 | & 27,472.86 35.334%|
Prof Fees- Other 5 5,000.00 | 5 4,667.00 -b.660%
Rent 5 - s 2,527.50 100.000%
Subscription/IV in 5 24118 325.00 45.018%
Supplies 5 2,000.00 | § 2,380.71 19.036%
Telephone B 1,500.00 _100.000%
Total Materials & Sves. 5 70.859.11 | § 59,402.61 -16.168%

SWNI Approved Revised Operating Budget 2015-2016
Budget 15-16 | Revised 15-16 | Difference ONI SWNI Board Notes FY 2015-2016

BES Grant ED supervisicon, grant

Grant - BES 1,483.00 1,483.00 0.00 1,485.00 management, coordination of open|

Grants - ONI 291,835.00 291,835.00 0.00|§ 291,839.004 Based 2.2% COLA/SS10,676 Sm Grants

Grants - Other 7,811.00 7,811.00 7,811.00

Fundraising Appeal 6,000.00 6,000.00 0.00 6,000.0p | EsUmate. SWHI revd 5“51-7: e
(Advertising Sales 3,500.00 3,500.00 0.00| 3,500.00 To-date FY 14-15; 4,040)
Merchandise Sales 150.00 150.00 0.00) 150.00 Please Drive Slowly Signs|
Fiscal Management 12,872.50| 12,872.50 o.ool 12,872.50| e weee - .”f]
Fees & Services 3,500.00 3,500.00 0.00| 3,500.00 sonrg{raucmarmoart.cuoartfeesl
Board Reserve Funds 1,500.00 1,500.00 I

TOTAL Income 327,161.50| 328,661.50 1,500.00(8 291,839.00 36,822.50

Bank Service Charge 150.00 150.00 Checks and deposit slips, misc. fees.
Corporate Filing Fees 150000  1,500.00 0.00 1,500.00| At 'r‘f':::‘f‘-‘;‘l’f_;‘:u:f:
Equity: Translation, Interpretation,

Contracted Services 2,000.00 7,400.00 5,400.00| 7,400.00 zﬁxﬁTﬁm Haulers,
Education/Training 500.00 500.00 0.00) 500.00 100 per employeel
Equipment Rental/Lease 5,300.00 5,300.00 0.00 5,300.00 Copy machine—5440 mo
Elect ronic Commu nication 2,000.00 2,000.00 0.00 2,000.00 ‘f‘;c - e g e G
Food & Entertainment 2,000.00 2,700.00 700.00 2, 700,00 | S elion S50 Vel S50, Brion T
Insurance 11,235.00 11,235.00 0.00) 11,235.00 5% increase expected
Insurance - Workers Comp 600.00 600.00

wages + 2.2% COLA|

10%a0f vl wage

Fayroll - Benefits 6,302.76 6,302.76 A . Medical Benefits 525.23 mof
Payrell - Retirement 3,642.88 3,850.88 IRA Emiployer Match 2% of wages|
Fayroll Services 1,500.00 1,500.00 Prime Pa;

e, Cofce S50 e/omee5300 NS <3300 %17
S0

Postage & Delivery 13,000.00 1,500.00
Printing -NAs. 8,500.00 8,500.00 0.00
Printing - Newspaper+All House 25,300.00 24,400.00

500 % 17 HAs]

2,100 % 9 mo.+ All Household 55001
51,500 CPA 990 Annual Tax Reports.|
52,000 Acct Consultant., $1,500)
Facilitation, Legal Consultant

Office Rent $830 per mo, $3500 extra)

5,000.00 5,000.00

Professional Fees

Rent 13,460.00 13,460.00 0.00 13,460.00 meeting space rentals for events, etc
Small Equip/Software 2,400.00 2,400.00 0.00| 2,400.00 Nernon, Adte, Seteen, Offce Fumitoe (00
pecial Projects Expense 6,100.00 0.00 6,100.00 Fes for hasiers, Tents, Fort Fomys, suppie)
Storage for SWNI Eguipment 1,620.00 1,620.00 0.00| 1,620.00 Barbur Storage Unit 135 mof
Subscriptions/Memberships 366.61 366.61 0.00| 224,11 142.50 NAD 5225, Coston 555, MVEA 550
2,000.00 2,000.00 0.00/ 2,000.00 office suppliag)

1,500.00 1,500.00 1,500.00 |5125 per monan

150.00 150.00 0.00/ 150.00

10,676.00 10,67 6.00 0.00 10,676.00 0.00 DNl NA Small Grants|

327,161.50] 328,661.50 1,500.00}) 291,839.00( 36,822.50

Total ONI+ SWTotal ONI+- SWNI Board 323,661.50|

Approved Revised FY 15-16 Operating Budget: 9-23-15




Fiscal Year 2016-2017

During the 2016-2017 fiscal year, SWNI spent 100% of the Civic Life grant for $289,598.00. There was a
variance with the budget versus actuals where the funding for Civic Life had been spent differently than

how it was budgeted.

The Postage and Delivery line item budget showed SWNI would
split the expense between Board funds and Civic Life funds. SWNI
had spent $4,255.22 of the Civic Life grant funding, and SWNI had
spent $11,944.78 of the Board funding toward the Postage and
Delivery line item. The financial system showed that SWNI had
spent a total of $15,263.85 to USPS during the 2016-2017 fiscal
year, of the $16,000.00 total budget from Civic Life funding and
Board funding. The budget appeared misleading as SWNI had
carried a pre-paid balance at the USPS of $31,461.57, as they had
made an excessive payment at the end of the prior fiscal year.
Individuals at SWNI had referred to the pre-paid balance on file
at the USPS as a “slush fund,” which was substantiated based
upon the amassed balance at the USPS. SWNI’s actual need for
spending on postage based upon supporting documentation such
as invoices for printing costs, reflected that the balance at the
USPS appeared unreasonable and excessive.
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The Professional Fees line item reflected SWNI had budgeted $2,000.00 less in fiscal year 2016-
2017 than the prior fiscal year. SWNI had budgeted for professional services for the tax return,
facilitation and legal consultants. SWNI had budgeted $1,500.00 of Civic Life funding for the tax
return, but had overspent $2,450.00 on the tax return. The other actual spending for the

Professional Fees line item was for the Board Retreat in April 2016. SWNI had not budgeted or

spent any Civic Life or Board funding on a financial review during this fiscal year.

The Rent line item reflected in the SWNI budget did not have an amount allocated to Civic Life;

however on June 30, 2017, SWNI used grant funds on room rentals totaled $1,724.24. The room

rental payments were not in the Civic Life budget, but were expend to Civic Life for

reimbursement. The room rentals were issued on the last day of the fiscal year, June 30.




155 PM

oTIT

Accrual Basis

Southwest Meighborhoods, Inc. (SWHNI)
Transaction Detail By Account

July 2016 through June 2017

Time Date Hum
Profecsional & Acctg Fees

Crodit Gard Crarge o806 Z4TRIBALE

122002016

Credit Card Charge A3TERTT

Groail Card Gharge a3fmaeT

Crodit Card Charge a5/2aT 18426

BiK 05112017

Credit Card Chargs VEZARAT B2213
Total Prafessianal & Accty Fees
Rent

Bill oeesacoNT Gty of Partland
Total Fent

tame Mema Class Amount Balance
©pen Rocords Background Check-Tapper Narhd Swes:ONI 16-17 A0.00 -10.00
Preparafion of 2015 SUWNI 880 & Schedulss ot Sves:ONI 1617 80,00
Joby Dessriphion Sor COMMUNICALIONS ASSiStan Mo Sves:ONI 16-1 -42.00
©pen Recerds Backpround Check—Shelon i Swvos:ONI 16-17 -10.00 -2,538,00
Job Déseription for Watersned Center Manager Hitrid S GH 1617 6300 260800
Baard Retreat Gonsulling Faclilaton Nt SVeSiCHI 16-17 250000 -5,108.00
Open Records Backgraund Chaci—Hunt Hibrhd SNl 16-17 -10.08 L
511800 811800
Fioom Rantals ot Mulinamah Ars Center Pibrha SvesON 1617 LTz 174224
1,742,224 ~1,74224

ONI/Civic Life Comparison ———»

SWNI

Civic Life

Difference
Fund Account l Budget 2016-2017  Actuals 2016-2017
Gross Wages 5 197,121.24 | § 194,689.23 -1.234%
Payroll Tax Expenses 5 1971212 | 5 20,502.18 4 008%
5 14,592.00 | & 11,802.69 -19.115%
Retirement 5 394242 | § 3,839.59 -2.608%
Total Employees 5 235,367.78 | § 230,833.69 -1.926%
SWNI Adopted Operating Budget July 1, 2016- June 30, 2017 E ion/Training 5 50000 | S - -100.000%
El ic 5 92000 | § B62.35 -6.266%
Approved Proposed Difference onl SWHI Board Notes ry 201 !ns: D&O, Liab, Theft, Vol $ 10,505.00 | § 10,287.00 -0.175%
Revised 15-16 | Budeet 1617 Ins. Worker's Comp 5 600.00 | & 419.03 -30.162%
TS Payroll Services s 1,500.00 | § 1,656.54 10.436%
w4 Postage & Delivery 5 425522 | 5 4,255.22 0.000%
Grant - BES 1,489.00 1,489.00 0.008 1,489.00| management, coordinat Printing - 5 26,400.00 | 5 28,158.85 6.662%
Grants - ONI 291,839.00|  300,5%4.00 8,755.000 300,594.00 Base budget+ 3% coLays | Prof Fees- Other $ 3,000.00 | § 5,118.00 70.600%
Rent 5 - 5 1,742.24 100.000%,
Grants - Other 781100 781100 781100 8P crantfor 2 f s mail Equi e 5 100000 | 5 1,130.92 13.002%
Fundraising Appeal £,000.00 7,000.00 1,000.00 7,000.00 SWNI Equi Storage 5 162000 | 1,812.00 11.852%
~— Subscription/Memberships 5 38000 | 5 261.69 -31.134%
Advertising Sales 3,500.00 8,500.00 5,000.00 8,500.00 - ption/ £ B 200000 | & 173352 13.324%
Merchandise Sales 150.00 150.00 0.00 150.00 Please fl 3 150000 | § 1,313.95 12.403%
Fiscal Management 12,872.50(  13,072.50 200.00f 13,072.50] FooTmEE el s 15000 5 15.00 o1333%
Fees & Services 3,500.00 3,500.00 0.00I 3,500.00 Spring/fall Cleanull Total Materials & Svcs. 5 53,630.22 [ § 58,764.31 8.573%
|Board Reserve Funds 1,500.00 4,632.28
TOTAL Income 328,661.50| 342,116.50 13,455.00 46,154.78 ota Grant $ 289,598.00 | § 289,598.00 0.000%]
(OMI/Civic Life Grant Amount
Bank Service Charge 150.00 150.00 150.00 5 289,598.00 | 5 289,598.00
Corporate Filing Fees 1,500.00 1,500.00 I 1,500.00
Equity Transiation, | =
7,400.00 6,000.00 6,000.00| childzare, Surveys - Cleanup: Haulers, Port]
Contracted Services Potties, Tent, Supplieq
Education/Training 500.00 600.00 600.00 100 per employed
Equipment Rental/Lease 5,300.00 5,300.00 5,300.00 Copy machine—5440 ma.
Electronic Communication 2,000.00 920.00 920,00 Constant Contact 560 yr.,.Cloud 5380 YR,
Food & Entertainment 2,700.00 2,700.00 2,700.00 T 3 2?‘;2?\' om:;c
Insurance 11,235.00 10,305.00 10,305.00 5-17 Quote - Pending further review
Insurance - Workers Comp 600.00 600.00 600.00
Payroll - Wages 194,543.86| 197,121.24 197,121.24 Estimated wages + 3% COLA
Payroll - Taxes 19,466.39 19,712.12 19,712.12 10% aftotel wages
Payroll - Benefits 6,302.76 14,592.00 14,592.00 Medical Banefts 608 ma/per emalaye
Payroll - Retirement 3,890.88 3,942.42 3,94242 1A Employer Match 2% of wages)
PayrollServices 1,500.00 1,500.00 1,500.00 Prime Pay
Postage & Delivery 100:00 15,200.00 A 11,944.78 i TSL;;u::Om . :
Printing -MN As. 8,500.00 5,100.00 5,100.00 5300 %17 NA'S)
Printing - Newspaper 24,400.00|  26,400.00 26,400.00 A0xLEma (Dos notincude ol =
00 CPA 990 A eports.
Professional Fees L LY 3,000.00 5511.5.‘;:;3 IP:Q:*::.:;"\\I\-::;:;!:S‘:“
Rent 13,460.00)  13460.00 1BA6000) et v ]
Small Equip/Software 2,400.00 1,000.00 1,000.00 Norton, Adobe, P
Eguipment 1,620.00 1,620.00 1,620.00 Barbur Storage Unit 135 mof
Subscriptions/Membershi 366.61 380.00 380.00 MAQ §225, Costeo 555, MVBA $100.
Supplies 2,000.00 2,000.00 2,000.00 office supplied
Telephone 1,500.00 1,500.00 1,500.00 $125 per mont
Travel 150.00 150.00 150.00
NA& Small Grants 10,676.00 10,996.00 10,996.00 0.00 Unknown = ONI NA Small Grants)
TOTAL Expenses 328,661.50| 346,748.78 46,154.78
Total ONK+ Total ONK SWNI Board
SWNI Board 346,748.78

SWNI Adoped Operating Budget: 5-27-16




Fiscal Year 2017-2018

During the 2017-2018 fiscal year, SWNI spent 96% of the Civic Life grant. SWNI had spent $299,155.00
and the grant was for $310,514.00. There was a variance with the budget versus actuals that lacked
reasonable justification or documentation.

e The Postage and Delivery line item showed an increase in spending of Civic Life funds during fiscal
year 2017-2018, up 65% from the prior fiscal year 2016-2017, and totaled $7,047.00. The charges
to the Postage and Delivery line item showed that there was a spike at end-of-year spending for
postage from June 25™ to 29t 2018.

542 PM Southwest Neighborhoods, Inc. (SWNI)
o703 Transaction Detail By Account -- ONI 2017-2018
Accrual Basis July 2017 through June 2018

Type Date Num Name Wema Cless Amournt Balance

OTI20R01T US Postal Senvice Btk Malling August 2017 SW News Rebenc! Svos ONI 17-18 297.76 9778
0&2HI0NT US Postal Senvies Busic Mailing Sept. 2017 SW News, Mo SvesoNl 1;-}5 29776 53552

nu; v 28775 ,
Cheek of/28:2018 ACH US Postal Senvice February 2018 SW News Pastage Debit Nbrrel Sves: ONI 17415 297 76 2,084.32
Check o231 AGH US Postal Service " March 2018 SW News Poslage Dabil Mornd Sves ON) 17-18 297 78 2.382.08
Check 0262013 AGH US Paostal Service Apeil 2018 SV Mews Postags Debit Nbrhd Sues ONE 17-18 28776 X
Check 04252018 AGH US Postal Service May 2018 SW News Postage Debit Nbrnd Sves:ONI 17-18 297 75 2.977.60
Cheek 0512802018 ACH US Postal Senvice June 2015 SW News Postage Debit Nbrhd Sves NI 17-18 297.76 3276.36
Cheek. 05252018 ACH US Pastal Service Juiy 2018 SW News Postage Debe-Labels. Mbrhd Sves:ONJ 17-18 198 55 3,473.91
‘Check. D&25/2018 ACH US Postal Servica Juiy 2018 SW News Postage n Nbrhd Sves:ONI 1718 239995 5873.88
‘General Journai 08292018 DEZS201E NE Transfer Juna 2018 SW News Postoge 1o ORI Nbrhd Sves:ONI 17-18 117344 7.047,00

Tols! Postepe & Dellvery. 7.047.00 7,047.00

e The Professional Fees line item reflected a budget of $4,000.00 for Board funds, of which
$2,500.00 was for a “Financial Review” that was never performed, even though SWNI reflected
actual spending as $4,000.00.

e The Rent line item reflected in the SWNI budget did not have an amount allocated to Civic Life;
however on June 29, 2018, SWNI used grant funds for fiscal year 2018-2019 on room rentals
totaled $3,009.50. The room rental payments were not in the Civic Life budget, but were expend
to Civic Life for reimbursement. The room rentals were issued on the last day of the fiscal year,
June 30, and based on the memo, was a pre-payment for rent during the next fiscal year. SWNI
paid a future expense of room rentals which seemed problematic with the grant agreement.

Rent
DB/2912018 Multnamah Ars Center Room Rentals for SWNI 2018-2018 Nhthd Sves:ONI 1718 3,009.50 3,000.50

Tatal Rent . 3,008.50 3,008.50




ONIfCivic Life Comparison = SWHNI Civic Life

Difference
- Budget 2017-2018 tuals 2017-2018
Gross Wages B 208,98160 | § 206,888.87 -1.001%
Payroll Tax E 5 22,152.05 | 5 18,646.59 -15.825%
5 16,628.56 | 5 13,183.16 -20.720%
Retirement 5 417964 | 5 4,137.63 -1.005%
Total Employees 5] 251,941.85] 5 242,856.25 -3.606%
El ic C ication 5 92000 ) 5 088.80 7.478%
Ins. D&O, Liab, Theft, Vol $ 10,820.00 | 5 10,517.00 -2.800%
Ins. Worker's Comp s 60000 ) S 408.31 -31.048%
Payroll Services 5 1,600.00 | 5 1,750.04 8.378%
Postage & Delivery 5 357315 | 5 7.047.00 97.221%|
Printing - Newspaper $ 26,400.00 | 5 29,288.56 10.942%
Rent 5 - s 3,009.50 100.000%
SWHNI Equi Storage $ 1,920.00 | 5 2,007.00 4.531%
Teleph 5 138000 | 5 1,282 54 -7.062%
Total Materials & Svis. 5 47,213.15 | § 56,298.75 19.244%
Total--Main Grant 5 310,514.00 | 5 299,155.00 -3.658%
ONIfCivic Life Grant Amount
(from Budget) 5 299,155.00 | 5 299,155.00
2017-2018 Final Approved SWNI Budget with Notes 6-28-2017
SWNI
G SWNI SWNI Board Netes FY 2017-2018
Income
BES Grant ED staff supervision,
Grant - BES I.QBQ.UI 1,489.00 1,489.00 coordination of open house event
Grants - ONI 310.514.0[' 310,514.00| 10.00 [223e budget + 3.3% COLA1 1359 Sma
rants - Gther 12.311.0‘:' 12,311.00 12,311.00 :;>;=-:1—.h-’c Vspring Deanups w/fwa
JFuncraising Appeal 6.400.0[' 6,400.00 6,400.00 |Estimate
Jcvertising sales 11,000.008 11,00000| 11,000.00
IMcthancisn Sales 150.0|i 150.00 150.00 |Please Drive Slowly Signs
IFiscaI Management ?.{)DD.D[I 7,000.00 7,000, 00 |85 5,000.00; WAWEWOD e 2 00000
JFees & services 5,000 .00 5,000.00 5,000.00|Spring/Fall leanup participant fees
353,864, 6,400.00( 12,311.00| 24,635.00 43,350.00
Board Reserve Funds 14,222 4. 14,222.42
OTAL Income 368,086, 5,400.00 12,311.00| 24,639.00] 57,572.42

Expense
fBank Service Charges

150.00 150.00|Checks and depost slips, misc. fees

[Annual Inc fees= [18°50]|=5900, CT125 =
1,400.00 1,400.00 .
* ! [17*20)=5340, SWHKI CT12 - 5160

(Corporate Filing Fees

(Cleanup: Haulers, Porta-Potties, Tent,

11,000.00 11,000.00)_
Contracted Services supplies, Tipping Fees
JEcucation/Training 600.00 600.00|$100 per employee
Equipment Rentzl/Lezse 5,250.00 5,250.00 u:‘; e r:: i 4‘: I-ﬂ"s‘:.rrI .éfl el

10,00 |corstant Comtact $360 y; CLOUD S350
1,000.00 700.00 1,700.00 |ceare-2 @ 5500 sack; SHN Events 5700
0.00[5 17 Quote - pendngfusnes revew
0.00[581F

0.00 |Estimated wagss + 3.3% COLA

Electronic Communication

IFDDC & Entertainment
Insurance - Office

Iinsursnce - Waorkers Comp

JFayroll- Gross Wages

IPavroII Tax Expense 22,152.05 0.00(10.6% of total wages
IPaerII Benefits 16,628.56 10,00 |Medical Benefins $608/mamth/ empioyee
Fayroll - Retirement 4,179.64 10.00 |ma Emplayer Match 2% of grass wages
IPa\,'rDII Services 1,600.00 0.00|Prime Pay
IPnstagn & Delivery 19,800.00 16,226.85 16,22 6.85 |Newspaper: $1650x 12 mas = 519,800
Frrinting - Cutside 725.00 725.00) 725.00|5725 for fundraising envelopes
Printing - Newspaper Monthly 26,400.00 0.00 Aj;:z“ fBoes et ude 20185
51,500 CPA 990 Annual Tax Reports.,
IFrofessional Fees #0000 00000 00000 anci review 2500
et 13,480 57 13,48057|  13,480.57 i:“;f:;;f;i:lrf‘;:ﬁ SmEn
5mzll Equi Software 200.00 200.00 200.00 |revin 50+ 34 gpie etended keybowds @0 (ea
|Starage for SWNI 1,920.00 10.00 |Extra Space Storage Unit $160/mo
5 b eriptions  Member ships 540.00 540.00 540.00 r:u 1::'_'0_;;0‘-"%0;\’“” - BN
Supplies 2,000.00 131.00| 1,869.00 2,000.00 |office Supplies
[Telephone 1,380.00 0.00(5115/month
[Travel 300.00 180.00 120.00 300.00
NA Small Grants 11,359.00 0.00|ONI NASmall Grants
'OTAL Expenses 368,086.42 725.00 12,311.00| 44,536.42 57,5&2

al ONI + SWNI Board 368,086.42




Fiscal Year 2018-2019

During the 2018-2019 fiscal year, SWNI spent 100% of the Civic Life grant for $297,414.00. There was a
variance with the budget versus actuals where the funding for Civic Life had been spent differently than
how it was budgeted.

e The Postage and Delivery line item showed a budget of $18,300.00, of which $18,063.07 was to
come from Board funds and $236.93 was to come from Civic Life funds. SWNI had overspent the
budget for Civic Life Funds by 1355.286% in the Postage and Delivery line item, as the actuals
expended to Civic Life was $3,448.01. The largest transaction with the USPS occurred at the end
of the fiscal year on June 24, 2019, just before the end of the fiscal year.

Pastage & Delivery

Check Q772712018 ACH ‘August 2018 SW News Postage Debit Civic Lite 18-19. 23683 23663
Check 0812412018 ACH US Postal Service July 2019 SW News Business & Misc. Postage Deblt Civic Life 1819 196.34 43327
Check 0812412018 ACH US Postal Service July 2019 SW News All-Househoid Saluration Postage Debit Civic Life 1810 3,014.74 344801

Total Postage & Delivery 3,448.01 3,448.0

e The Professional Fees line item reflected a budget of $4,000.00 for Board funds, of which
$2,500.00 was for a “Financial Review” that was never performed, even though SWNI reflected
actual spending as $4,000.00.

e The Rent line item reflected in the SWNI budget did not have an amount allocated to Civic Life;
however on June 29, 2019, SWNI used grant funds on room rentals that totaled $1,945.76. The

room rental payments were not in the Civic Life budget, but were expend to Civic Life for
reimbursement.

613 PM Southwest Neighborhoods, Inc. (SWNI)
orzs Profit & Loss Detail -- Civic Life 2018-2019
Accrual Basis July 2018 through June 2019

Type Date Num Name Memo Ciass Amount Balance

Rent
Bill 06/29/2019 Muitnomah Ants Center Room Rentals for SWN| Board & Commitiees Civic Life 18-18
Total Rent

1,845.76 1.045.76
1,845.76 1.945.78




ONI/Civic Life Comparison = SWHNI Civic Life

Difference
Fund Account * Budget 2018-2019  Actuals 2018-2019
Gross Wages 5 213,155.04 | 5 209,874.38 -1539%
Payroll Tax Expenses 5 2258443 | % 19,487 53 -13.706%
Benefits 5 1399650 ] & 12,177.06 -12 999%
Retirement 5 426310 5 4,197.59 -1.537%
Total Employees 5 254,009.07 | 5 245,746.56 -3.253%
Electronic Communication 5 92000 | 5 77075 -16.2233%
Ins. D&QO, Liab, Theft, Vol 5 11,14500 | & 10,742.00 -3.616%
Ins. Worker's Comp 5 600.00 | 5 42954 -28.410%
Payroll Services 5 1,780.00 | 5 1,720.34 -3.352%
Postage & Delivery 5 23693 | & 3,448.01 1355.286%
Printing - Newspaper 5 25,255.00] 5 20,038.62 14.982%
Rent 5 - 5 1,94576 100.000%
SWHNI Equipment Storage 5 20800 5 2,142 .00 2 5863%
Telephone 5 1,380.00 | 5 1,430.42 3.654%
Total Materials & Swes. 5 43,404.93 | § 51,667.44 19.036%
Total--Main Grant 5 297,414.00 | 5 297,414.00
ONIfCivic Life Grant Amount
(from Budget) 5 29741400 | $ 297,414 .00
2018-2019 Final SWNI Budget with Notes [Approved 6-25-2018)
2018-2019
m-m:u. Anproved SWNI Baard Notes FY 2018-2019
Lategory - Budget
|INCOME
(Grant -BES 1,489.00
BazeBudget + 2% COLA- EPNO Funds + 1
Grants - DNI 2949,155.00 297414 time funding.
[(Grants - ON1 Small Grants 11,354.00 13,5498, MEG 13,5598
8P Grant fior llispring Ceanups
(Grants - Other 12,311.00 13311,
Fundraising Appeal 6,400.00 9,000,
Adwartising Sabes 11 a0, 0600 12,00,
Merchandide Sales 150000 150. 00 150000 |Pieaie Deive Sow Sgai; Bullon Machine
Fiscal Management 7, 0060, 0000  J0u0e0. 00 00000 [EES H000 00, Wik 200000
Fees & Services 5,000.00 6,000, 00 B000.00 [Sednpirul Chmmp paricioant s
Subilota 35386400 35747300 311,012 00 4646100
Beaard Reseres Funds 14,22242 12,685.0 12,685.03

[EXPENSE

e s it iz
e s 50 0

Bank Service Charges

[Conparate Fling Fees

& Haulers, Perea-femion, Tent, Sugelies,

[ntracted Senvices [ 1100000 1100000 === @ 1100000 Tipang faes

- |50 per empioyen

1096 % A0 med 6 2 2 mod ) (5 100
m) & { SEND Sl )
[Conimant Conmet §5E5 CLOU0 SAE0
1,700,00 |cearus -2 @ 500 @, WM Saan 500

Education/Training

Equipment RentalLease

Bl ir anic Cammunication
Food & Entertainment

Insurance - Office

T —
s
2% Incc 3 e

Insurance - Waorikers Comp

Payroll - Gross Wages

Payroll - Tax Expense 10.5% of Gross Wages

Payroll - Banefils 1% snce st in Mov. = 2 people
Payroll - Retirerment 2% of Payrol

Payrofl Services Frime Pay

Postage B Delvery
Printing - Neighbarhood

18, 06307 |Mmeapoper : 156645 1L mon = S1,3m
FA0.00 [sra0me: teatrasng svwicea
22002 1 1ma + 1055 from fuckaly(Som masindude

Printing - Newspa per Manthly - |zma s-hanehai)

48, 500 CFADI0 Avmual Taxfeaees, Anancla
Professional Fees £} OO0, O | 3 5000

(i Fren, 5000 e eeney: 53,0000 100 g

[Rent
Seriall Equignmient/Saftwarne
[Storage for SWNI Equigment

e renmas

200,00 |sorsan 3504 34 pp s sxsndad kb 8 50 on
Exta Space Sedage LUl §1M me
MAT) 577, Comecn 005, MWIA 5100, NTIN 7000,
54000 | sormatren o0
2,000, 00 |0 Suspiies

[ Sultys criptions Mdemibe rahigs

Supples

Tl ephane 58 24 menth
Trawed 300,00

Na, Small Grants

TOTAL Expenses 58,146.03




Postage and Delivery Line Item Analysis
An analysis was conducted of the spending from the Postage and

Delivery line item from fiscal year 2011 to 2019 to show the bulk |IERGE NN UL L
L . . Date Balance at USPS  Check to USPS

postage payments and spike in expenses charged to the line item at e e e
the end of fiscal years. SWNI individuals had described that SWNI 8/28/2012 $ 2,606.34 $  1,600.00
would allocate money at the end of the fiscal year as they wanted 9/24/2012 $ 282924 S  1,600.00
10/25/2012 $ 4,101.85 $  1,600.00

to maximize Civic Life grant funding. The Umpqua Operations 11/27/2012 § 418091 $ 1,800.00
account reconciliation packet included checks issued to the USPS 1/15/2013 $ 2,696.81 $  1,400.00
and receipts from the USPS that showed the pre-paid balance on file 2?2:;231: z ;3?:;: : 1;;::;3
for SWNI. 3/25/2013 $ 2,873.04 $ 1,600.00
4/25/2013 $ 3,017.51 $  1,600.00

5/1/2013 $ 3,159.84 $  1,600.00

On a percentage basis, SWNI spent most of their budget during the 5/23/2013 $ 4759.84 $  1,600.00

last quarter of the grant on postage. As an example, in the 2014-

. 7/2/2013 $ 18,221.12 $  8,603.17

2015 fiscal year fourth quarter SWNI spent $17,122.27 and 2013- 8/27/2013 $ 1479376 S 1,450.00
2014 fiscal year fourth quarter SWNI spent $20,020.76, which 10/2/2013 $ 12,609.00 $  1,450.00

o A

represented over a 1200% difference compared to the $1,325.09 3/3/2014| $ 120419 | $ 140000
spent in fiscal year 2015-2016. These amounts were submitted for 3/25/2014 $ 1344196 $  1,400.00
reimbursement from the Civic Life grant for postage. The decrease 5/28/2014 $ 10,150.58 | $__1,400.00
5/29/2014 $ 11,590.58 $  1,400.00

in USPS spending in and after 2015-2016 fiscal year appeared to

7/8/2014 S 2647411 S  1,400.00

correlate with a USPS changed to direct billing, and it appeared that

SWNI had to use the pre-paid carried balance at the USPS; as of Jul
P P ! y 1/28/2015 $ 22,026.73 $  1,500.00
2, 2015 SWNI had a balance with the post office of $31,461.57 that 2/25/2015 $ 21,960.46 $  1,500.00
3/25/2015 S 23,460.46 S  1,500.00
needed to be spent.
4/28/2015 S 21,828.02 S  1,500.00
6/3/2015 S 21,758.52 S  1,500.00
7/2/2015 S 31,461.57 $ 11,058.40
City Grant 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Balance in Difference Percentage
Source of Numbers Fund Account § Year to Date i
July to June July to September  October to December  January to March April to June Budget 4th and 3rd Quarters  4Q of City Grant
2018-2015 Actuals Postage & Delivery $ 236.93 | $ 236.93 | § BB BB 321108 [ § 344801 § (3.211.08)| § 3,211.08 1355%
2018-2019 Actuals Printing - Newspaper S 25,255.00 | & 6,339.39 | § 6,620.28 | & 6,442.30 | & 9,636.65 | & 29,038.62 | § (3,723.62)| & 3,194.35 38%
2017-2018 Actuals Postage & Delivery B 357315 § 89328 | § 29328 8 29328 8 4367.16 [ $ 7,047.00| $ (3.473.85)| ¢ 3,473.88 122%
2017-2018 Actuals Printing - Newspaper S 26,400.00 | $ 540092 | § 5317.59 | & 5894.05 | & 9,676.00 [ § 29,288.56 | § (2,888.56)| § 2,781.95 37%
2016-2017 Actuals Postage & Delivery S 4,255.22 | § - |s 4,156.40 | § 98.82 | § - I 425522 § o00]s (98.82) 0%
2016-2017 Actuals Printing - Newspaper s 26,400.00 | $ 616762 | 5 5,317.00 | § 6,310.15 | § 9,364.08 [ 5 28,158.85 | $ (1,758.85)| $ 3,053.93 35%
2015-2016 Actuals Postage & Delivery s 1,500.00 | $ 1,500.00 | § - | - | 1,325.09 [ § 2,825.09 | $ (1,325.09)| & 1,325.09 38%
2015-2016 Actuals Printing - Neighborhood | $ 2,500.00 | $ 263873 | § 758.83 | § 24312 1,256.19 [ § 4,996.87 | $ 3,503.13 | § 512.07 15%
2015-2016 Actuals Printing - Newspaper s 24,400.00 | $ 519233 | 5 5179.08 | § 5187.29 | § 8914.16 [ $ 27,472.86 | $ (3,072.86)| $ 2,726.87 37%
2014-2015 Actuals Postage & Delivery S 23,000.00 | $ 4,500.00 | $ 5,029.01 | § 1,900.00 s 28,551.28 | § (5,551.28) 74%]
2014-2015 Actuals Printing - Neighborhood | $ 5,100.00 | $ 42439 [ 5 1,240.91 | & 27999 |8 11622 312741 % 197259 | § 882.13 23%
2014-2015 Actuals Printing - Newspaper S 24,000.00 | $ 581195 | $ 5,961.93 | § 3,535.82 24,744.23 | $ (744.23) 39%]
2013-2014 Actuals Postage & Delivery s 26,561.31 | § 2,900.00 | § 4,550.00 | § 3,143.26 30,614.02 | § (4,052.71) 75%]
2013-2014 Actuals Printing - Neighborhood | $ 5,100.00 | $ 29536 | § 432.31] 8 38740 S 278241 % 3,897.98| $ 1,202.02| 2,395.01 55%)
2013-2014 Actuals Printing - Newspaper S 24,000.00 | $ 3,887.84 | S 5628.72 | § 4,77.58 | $ 9,125.73 [ § 24,359.87 | $ (359.87)] $ 4,408.15 D |




Unrecorded Transactions
It was problematic that the SWNI financial system appeared to be unrecorded transactions that had

been processed through the Umpqua Operations account. For all of 2012, the financial system appeared
to show that the USPS had received only $3,200.00, but there was actually a total of $8,600.00 that was
issued in payments. Additionally, in 2013 the financial system appeared to show that the USPS had
received $9,050.00; however the actual spending was $20,837.36 towards the USPS pre-paid balance.
There was an out of sequence check issued to the USPS on July 2, 2013 for $8,603.17 that cleared the
Umpqua Operations account but was not reflected in the financial system. Unrecorded financial system
transactions affected the documentation that SWNI provided to Civic Life and the Board, as the export
reports from the financial system would have incomplete with the transaction activity that actually
occurred in the Umpqua Operations account. This was evidence of financial mismanagement with

financial reporting.




V. Internal Control Findings

The Internal Control Integrated Framework (“Framework”) is widely recognized as the definitive
standard to evaluate the effectiveness of internal controls for organizations receiving public funds. This
Framework is generally accepted by GAGAS auditors to assess an organizations ability to prevent and
detect errors, fraud, waste and abuse. SWNI’s internal and management control measures were
compared with this Framework and evaluated for presence, functionality, and effectiveness.

The Framework is designed to support success of organizational missions and objectives as it provides a
foundation of sound internal controls through direct leadership, shared values, and a culture that
emphasizes accountability. When the Framework of internal controls is integrated, functional and
effective, there is confidence that the mission and purpose was carried out properly. The ideal result of
a complete Framework consists of:

e Risks routinely identified at all levels and within all functions at the organization.

e Control activities that prevent, detect and mitigate risks.

e Critical information flows up, down and across the organization.

e The entire system of internal controls are monitored continuously for problems to be addressed
timely.

The Framework consists of five control components and 17 relevant principles for controls. Each
component and principle described by the Framework must be operating together in an integrated
manner in order to be considered an effective system of internal and management controls capable to
prevent and detect risks to the organizational objectives. A visual diagram of the Framework components
and principles for internal controls can be found in the Appendix in this report.

The five control components of the Framework were compared to SWNI’s governing documents,
including: By-Laws, policies, procedures and practices, the City of Portland code 3.96 and Civic Life
Standards for district and non-profit coalitions. The Framework was also compared to the information
gathered from SWNI, and activity that was demonstrated by SWNI during the scope period (Reference
Scope). Additionally utilized for comparison was the Oregon Office of Attorney General’s A Guide to

Nonprofit Board Service in Oregon.




Internal Control Findings & Results: Control Areas 1-5

Control Component

Dysfunctional and Ineffective Controls

1 Control Environment
2 Risk Assessment
3 Control Activities

Dysfunctional and Ineffective Controls

4 | Information & Communication

Dysfunctional and Ineffective Controls

5 Control Monitoring

Dysfunctional and Ineffective Controls

There were deficiencies, dysfunction and ineffective internal control measures and management
controls at SWNI. Opportunities were present for errors, mismanagement, waste, abuse and fraud of
financials due to a lack of oversight, willful blindness to risks, and a breakdown of transparency and

communications at SWNI. There

management controls, which resulted in a limited ability to prevent and detect unusual or concerning
activity, and hindered SWNI’s ability to remediate problems. Without a fully present, functional and
effective internal control framework operating in an integrated manner, SWNI had unmitigated risks that

was inadequate functionality of internal control measures and

were not properly managed and controlled.

SWNI’s control deficiency and dysfunctions caused heightened risk vulnerabilities that led to the

occurrence of financial mismanagement, financial misapplication and financial losses.




1. Control Environment

SWNI’s Board of Directors (“Board”) was Control Environment

) ) 1. The oversight body and management should demaonstrate a

the oversight body responsible for the commitment to integnty and ethical values.

control environment. SWNI’s Board

consisted of Officers, Neighborhood and 2. 'I'lhe oversight body should oversee the entity’s internal control
syslem

Business Chairs. The Board was required 4

to maintain oversight of the organization 3. Management ﬁ_huuld establish an orgamzanﬂnal_struc:ture.

. y assign responsibility, and delegate authority to achieve the

and staff with “care, loyalty, and | entity's objectives

integrity”.

4. Management should demonstrate a commitment to recruit,

develop, and retain competent individuals,

Equity Policy and Practices

5. Management should evaluate performance and hold

There was dysfunction with the Board’s | niiduals accountable for their internal control responsibilities.

adoption of the Racial Equity Policy
(“Equity Policy”) and mismanagement with the Board oversight to adopt the Equity Policy during a
reasonable time period. The first draft of the Equity Policy appeared to have been reviewed by the Board
in November 2015, which demonstrated that SWNI recognized the need for the Equity Policy. However,
the Equity Policy was not adopted until September 25, 2019. The time period between when SWNI was
evidenced to recognize the need for the Equity Policy in 2015, to when SWNI ultimately adopted the
Equity Policy in 2019, was nearly a four year duration.

The Board’s delayed adoption of the Equity Policy demonstrated a perceived lack of commitment
towards aligning organizational objectives towards equity and inclusion; particularly because both the
2015 and 2019 Equity Policy both had language that required SWNI to create Action Plans. SWNI
demonstrated a lack of integrity and ethical values in the delay of implementation of the Equity Policy
after having self-identified the need for its existence and Action Plans. The eventual motivation to adopt
the Equity Policy appeared to have been compulsory related to equity and inclusion standards
established by their primary funding source Civic Life. The Equity Policy adoption was closely followed
with SWNI’s receipt of the Grant Amendment No. 3 FY 2018-19 during April 2018 that added compulsory
goals, including to “aggressively develop institutional practices for inclusion and transformational change
within governance structures.” Until that time, SWNI had made slow progress towards adoption of the

Equity Policy.




Southwest Neighborhoods, Inc.

4 year duration to adopt SWNI's

Adopted by SWNI Board 2019-09-25

Southwest Neighborhoods, Inc.

Racial Equity Policy DRAFT November 16, 2015

Equity Policy & action plan

Racial Equity Policy

Subject: Southwest Neighborhoods, Inc. (SWNI) Racial Equity Policy Effective Date:

Subject: Southwest Neighborhoods, Inc. (SWNI) Racial Equity Policy

Effective Date:
9/25/2019

6. Action Plan
The Equity and Inclusion Action Team will lead SWNI through the attached Action Plan at all
levels of our organization.

6. Action Plan

DRAFT 11/18/15

The SWNI Equity and Inclusion Committee will lead the organization through the Action Plan at
all levels of our organization.

Adopted by SWNI Board 2019-09-25

DRAFT adopted at Equity Team meeting 2/26/2018

Southwest Neighborhoods, Inc.
Racial Equity Policy

Subject: Southwest Neighborhoods, Inc. (SWNI) Racial Equity Policy Effective Date:

Motion: Approval of ONI-SWNI Grant Amendment FY 18-19

Moved

Second:

Yes: 21

No: 0

Abstain: 0

Discussion: The budget amount shown may change depending on the City’s final approved budget. If
ged, the funding alk ion will be brought back to the board. The question was raised about the

$321,728 cost not to exceed (amount can go down not up)

APPROVED April 25, 2018 SWNI Board Minutes

Between the Equity Policy draft in November 2015 and draft
in February 2018, minimal changes had been made. A review
of the April 25, 2018 Board meeting minutes identified that
there was no discussion on the compulsory inclusion goals or
on the draft of the Equity Policy; although the Board had
discussed and approved the Grant Amendment No. 3 FY
2018-19 with the new compulsory equity and inclusion goals.
SWNI had documented that the draft Equity Policy had been
shared with the SWNI Board, although the Equity Policy was
never approved throughout fiscal year 2018-2019. There was
no evidence found that demonstrated SWNI had made any
progress with the Equity Policy for transformational change

of SWNI’s governance structure.

AMENDMENT NO. 3
GRANT AGREEMENT NO. 32001238
GRANT AGREEMENT WITH SOUTHWEST NEIGHBORHOODS, INC.
The grant agreement is hereby amended as follows:

1 Therefore, page 1, opening statement is amended to read: “in anamount not to exceed
$321,728 for FY 18-19."

2. Therefore, page 1, after “To achieve this purpose, this Agreement seeks to.” the five
existing bulleted goals are replaced with:

GOAL X: STRUCTURES FOR INCLUSION: Modeling the inclusive practices and processes we seek
to promate, ONT will pariner with diverse, self- identifying communities to:

*  Aggressively develop istitutional practices for inclusion and transformational
change within govemment structures

+  Increase community building and civic engagement opportunities for communities
waorking toward equitable outcomes for all

GOAL Y: MORE REPRESENTATIVE GOVERNANCE: To realize more adaptive decision-
making in community and government, ONI will:

*  Support mclusive cross-cultural, cross-Issue organizing in community to reflect the
ahility of resilient communities to address complex, inter-connected issues

+  Lead intemal capacity development within City government, particularly as it
pertains to engaging community toward equitable outcomes

+  Create and hold shared space where community and govemment join together to
1dentify opportunities and solve shared challenges

+  Support communities in pursuing forms of governance that reflect their lived
experience, values, and aspirations

GOAL Z: FULFILLED AND EMPOWERED PORTLANDERS: A progressive change in

(ONVSWNI grant amendment No. 3 FY 2018-19 - April 25, 2018 Page 1 of 4

culture of civic engagement is foundational to long-lerm systemic community building and
government change, ONI will:

*  Prioritize resources that support communities in building resilience both with and
without their government

+  Ensure equitable sharing of resources

¢ Promote nclusive education, art and play

¢ (Create an environment for respectful dialogue and problem solving that
acknowledges our differences as we work toward shared goals




Draft 6/26/18 SWNI Equity & Inclusion Action Plan 2018-19 Page 4 of 4
We advocate and work to improve the livability of SW Portland neighborhoods for people of every race and ethnicity.

Top Priority Goals Expected Qutcome Lead + Other Actions 2017-2018 Actions 2018-2019
Committees
and Partners
C2. Encourage SWNI Concerts Sponsored Willamette Park Sponsor Summer free
community to engage in Laura Concert with PP&R: Malea concert in the Park.
activities outside of their PP&R and the Tourists, Thurs., July Consider Willamette
traditional base of OHsU 19, 2018. Secured local Park and Gabriel
experience sponsor — OHSU. {Malea is a Parks as location for
successful female musicianina | BVents.
male-dominated industry.)
July 16, 2017 secured
MNorthstar Painted Sky for
Willamette Park concert
series
SWHNI Board vote to adopt Equity & Draft policy has been shared | Share draft policy
D. Refine draft Equity Policy Equity Policy Inclusion with the SWNI Board. with developed
using suggestion and comments Committee partner organizations

Policy is posted on the

oL (el website, but limited outside

document N
review.

There was no movement on the draft Equity Policy until March 27, 2019, when the Board Meeting
Minutes captured that because of “Code writing — The committee talked about getting the final language
together... This is a racial equity policy.” During the April 2019 Board meeting minutes the Equity and
Inclusion Committee reported that the Equity Policy would be mentioned in the May 2019 SWNI

Newsletter encouraging that it be adopted by the Board.




Equity and Inclusion

swhni.org/equity

Racial Equity Policy: Is SWNI ready

to adopt the draft published on our
website? This is | . past
chair of this committee, sharing my
thoughts on why this policy should be
adopted.

Qur vision: “Racial equity only
becomes possible when the policies,
practices, attitudes and cultural
messages that reinforce differential
outcomes by race are eliminated.”
Much has been written regarding
racial equity, and our vision is based
upon the 2012 Portland Plan. The
policy supports the vision by setting
forth areas where SWNI will focus
effort.

Why do we need this policy? “Our
organization’s actions and policies
reflect the experiences of its
members and leaders. We recognize
that current participation does not
proportionately reflect Southwest
Portland (SWNI) demographics.
According to 2010 U.S. Census data,
approximately 15% of SW Portland
residents identify themselves as
non-White, Hispanic, or multiracial.
As of 2015 very few people of
color participate in SWNI events
and activities.” We are aware that
it is not a numbers game, but a
change in culture where we adjust
our functioning, priorities and the
outcomes of our organizations. We
accomplish this by improving livability
for people of color through inclusion
of their values, skills, leadership and
culture.

You may ask why we are leading
our policies with race and resource
allocation? “Portland's long-standing
history of systemic racism drives our
choice to address equity through

the lens of race first. SW Portland
residents inhabit land taken from
indigenous Multnomah Chinookan

and Affalati Kalanuuan paonle The
territg
oregdl APPROVED swnI Board Meeting Minutes Wednesday, March 27, 2019 -7:00 pm
laws i Multnomah Center, Room 30 in Senior Center
1926
dlrec:t_ * Equity and Inclusion Committee:
Ameri Code writing— The committee talked about getting the final language together so that our
pegpl neighborhoods know that we are open to all. This is a racial equity policy. Civic Life’s
nat“:": community engagement survey had over a thousand responses. There was a lot of support for
the hi NAs. Language will be released for review in May. There will be a community meeting to
know release the information.
ProgErd  The “Listening to Young People™ Event is on April 18 at Wilson High School Library.

Key Schools Committee offered funding for translation. This is also in SWNI news.
partn =

impacted by racial inequities. Our
partnerships are to be with citywide
programs and also with groups
located in our own communities,
including communities of faith

and social service organizations.
Partnering as a way for growth in
equity and inclusion will aid in the
individual and community-wide efforts
towards the vision. Our individual
involvement in partnering and learming
is very important.

Your Equity and Inclusion
Committee will work toward the vision
through action and accountability. An
action plan is developed annually
that addresses the larger community
served by SWNI as well as people
and programs administered by SWNI.
Please take a look at the action plan
posted on the SWNI Website and see
if the plan makes sense to you.

Next Meeting:
Monday May 20, 7pm
Multnomah Arts Center, Rm 4
7688 SW Capitol Hwy




The Board meeting minutes from June 2019 indicated that the Equity and Inclusion Committee had been
following the status of changes to the City of Portland Code 3.96 standards. Additionally in June 2019,
the SWNI Equity & Inclusion Action Plan was updated for fiscal year 2019-2020, and which reflected
there was no movement on the Equity Policy during the prior 2018-2019 fiscal year. The 2019-2020
Action Plan described SWNI would “Distribute updated draft Racial Equity Policy to the SWNI Board in
July and vote to adopt in Aug/Sept 2019.”

6/24/19 SWNI Equity & Inclusion Action Plan 2019-20 Page 4 of 4
‘We advocate and work to improve the livability of SW Portland neighborhoods for people of every race and ethnicity.
Top Priority Goals Expected Outcome Lead + Other | Actions 2018-2019 Actions 2019-2020
Committees
and Partners
C4. Remove barriers of Equity & Request resources
participation and provide Inclusion from Civic Life to
welcoming environment at Committee provide food for
meetings, events, and events,l’trainings,
trainings childcare, and
transportation
assistance
C5. Increased funding for NA | Equity & Advocate during the
Small Grants Inclusion budget season for
Committee additional small grant
funding
Cé. Influence Civic Life Code Follow process of
Revision 3.96 Proposal Code Change 3.96
Committee and
proposals. Testify at
City Council Hearing
SWNI Board vote to adopt Equity & Share draft policy with Distribute Updated
D. Refine draft Equity Policy Equity Policy Inclusion developed partner Draft Racial Equity
using suggestion and comments Committee organizations Policy to the SWNI
received to inform final Board in July and vote
document to adopt in Aug/Sept
2019

The Equity and Inclusion Committee report from July 22, 2019 indicated the SWNI Board would be
presented with Equity & Diversity Best Practices for Neighborhood Associations (“Equity Best Practices”)
for approval, in order to “influence testimony at the City Council hearing regarding the Civic Life Code
3.96 Revisions.” The Board meeting materials for the code input Summit in July 2019 contained a draft
of the Equity Best Practices. There was an email exchange regarding the Board President and a Board
Member that demonstrated dysfunction within SWNI’s culture and tone from the top, as it appeared
SWNI had leaders who were resistive to making equity and inclusion changes and lacked a commitment
to implement the drafted Equity Policy and Equity Best Practices. The Board President stated that:
“Equity is not really the issue. Survival of neighborhoods is the issue. Equity is the red

herring to keep us focusing on what is the most important.”




SWNI Equity & Inclusion Committee
Meeting: Monday, July 22, 2019

Motion made by:
Second:

Internal SWNI Motion as approved unanimously by the Equity and Inclusion
Committee

Present the Equity and Inclusion Committee’s “Equity & Diversity Best Practices for
Neighborhood Associations” to the SWNI Board for approval to present the
document at the Neighborhood Summit (scheduled for Wednesday, July 31, 2019)
to influence testimony at the City Council hearing regarding the Civic Life Code 3.96

Revisions
uuuuuuuuu i POy STy EXFT oL s
Show Details
—» You forwarded this message on 7/31/19, 8:15 AM. Show Forward
€ 7 You replied to this message on 7/31/19, 9:28 AM. Show Reply
Hi ¢
Thanks for the work you are doing on behalf of I am sure she appreciates the skills you are bringing to her presentation,
| was surprised by your response to and | agreeing on a point yesterday. | listen to as often as | am with . But if you are looking for us to
agree on much it is unlikely to happen. So please do not set your heart on that. is dramatic and disruptive, discerning and insightful but

emphasizes the dramatic. When we are crafting an agenda it is not helpful for - to attack someone | : disagrees with telling them they are
disrespectful. And it is not helpful for you to back her up. | did not see it the same way yesterday but | refrained from saying anything in the interests of
finishing our tasks.

easons for not commenting on the Oregon Humanities discussions are not laudable.
But we all have weaknesses and make mistakes. Our goal tonight is to engender a conversation where people walk away with succinct ideas of how to
interact with the city on the code revision agenda. Equity is not really the issue. Survival of neighborhoods is the issue. Equity is the red herring to keep
us focusing on what is the most impertant. We probably disagree on this but | hope, the good person you are, will support the goal of this evening and
we can come back to the role of equity at a later date. We can talk at length. I really have a full day as | am sure you do and we can take this up at another
time. No need to respond today.

Best,

Brevity is the soul of wit




Wednesday, July 31, 2019 at 9:29 AM
Show Details

Hello,
The title of this email is apropos.

I have been doing work on behalf of the planning committee not just . The emergency that the City Council voted on that has brought about this change is driven by the need for equity and inclusion and in light of our
'well-documented racist history, | believe there is merit. | also believe and have shared with the board before this began that | am concerned about representation and that our neighborhoods and board are not reflective of our
resident demographics. | wrote a grant to beta-test bringing more to the table because | am a solutions-oriented leader, that grant was not funded.

| was asking the board and for months if Civic Life had Best Practices for NA's to do outreach from and was told that was part of their marching orders and they would be forthcoming. | recognized the value of the work

| ' committee have been doing after the May meeting and went to to see if she had Best Practices to begin with and shared with me they were in her head. | offered to write them down. We met, we crafted
and distilled and created the Best Practices that the committee and board approved. Through the same lens and as you know, in reviewing the annual Committee Action Plans for our July Board Meeting | realized we have a
belt% Enpporlumly to do our work collaboratively and not silo'd. | suggested and the board approved of cross-pollinating each plan with one another where applicable and especially where the Equity Committee could be
help

After the meeting. who is a LEADER as the VP of SWNI board, stated to me that members of the Land Use Committee would not view their work from an equity lens, that they have intentionally not done so and will
not do so in the future. When | stated in return that we need to start somewhere and this is the place to end that behavior|  shrugged. | brought this concern to both you and | directly after. This is coming from leadership,
where does change begin? Look around, do you see the Neighborhood Associations truly representative? Do you think we don't have an opportunity for more equity and inclusion?

I believe in both. | believe in being more equitable and having Neighborhood Associations be the vehicle and | am dismayed that you as the leader of this organization do not It is that belief that will undo Neighborhood
Associations. | have stated and continue to state that there could be another vehicle but | believe in fixing something not completely broken. It needs leadership to fix the ship.

an asset. The Equity Committee is an asset and an advantage in that no other Coalition has one or has the quality and relevant work by which to inform City Council and Civic Life. | am an asset. You undermine us allL

This is an all-volunteer led, passion-driven organization, do you think you can casually dismiss or throw away those who have differing opinions. Do you think when you devalue people they remain? Do you think you can do this
on your own? Who else has shown up in those meetings that will remain if L 1and | are gone? is paid to be there and | 2 is all that remains and maybe |

The comment made to . was offensive. | was offended apologized to us both. It is rare to offend me AND | stood up for positions for everyone in that room yesterday including you. Your fractured relationship
with affects us all | do not need you to agree but the venom and disdain by which you two engage is palpable which warranted my exclamation of relief yesterday. | was in the middle taking cross-fire and it is hard.

As for the Humanities piece, | don't have a fight in that nuance. It is listed, the specifics asked to include was rejected by | as there were not the same specifics to other bullet points so said ‘no’ said ‘yes' to all
other proposed edits by and they were included. Did you say "yes' to all of | edits to your piece, she had a lot. | agreed with most of them offered great insight and | appreciated being there and said so.

Do not assign my character "good person” to roll up into your agenda - that is manipulative. | am a good person, | am a free-thinker, | will not be bullied or told what to do. I would like a leader who is consistent, honest,
transparent and inspiring. | left the room yesterday believing you had come more to understanding the goal is both not one or another. | was sitting down to write you this morning a note of thanks for guiding the discussion for
wordsmithing and holding a space for others. | sat down to this instead. so sad. Was yesterday a ruse?

| understood the importance the equity work that has been done needed to be a part of the Summit. It shows the progressive work being done that the city accuses us of not doing. It shows more cohesive approach than they
have conceived. It is a road map for the future. | spent 12 hours (6 with | pulling all the materials to reference and capture and 6 building the ppt) over my weekend to ensure the community we “get it and have a plan” It is
why | spent such a large piece of my time working on that as well as informing the agenda. capturing strategy and material for the fight at City Council, making connections with others in our city to collaborate with. | was also
about to begin working on ppt for everyone elses work to be connected as a cohesive presentation for tonight and have it polished. | believe | may be missing leadership to continue.

I know you have worked hard and tirelessly as well - thank you. | am truly saddened to know this is your position because | know we could have been a force to be reckoned with,

The Equity and Inclusion Committee on July 22, 2019 determined they would present the Equity Practices
to the Board for approval. The SWNI Board adopted the Equity Practices during the July 24, 2019
meeting. This appeared to have been compulsory based upon the updates made to City of Portland Code
3.96 also in July 2019, which had aggressive transformational change towards equity and inclusion goals.

In September 2019, the Equity and Inclusion Committee had obtained proposals and quotes for “Equity
and Inclusion training and facilitation of Code of Conduct creation for future board adoption.”
Documentation reflected that there were multiple contacts made by the committee to solicit pricing to
“Present to the SWNI board.” The Request for Proposal had a statement of purpose that described SWNI
was needing support to implement organizational culture change toward inclusivity, and that the training
was to ensure SWNI had the tools to ensure their actions and decisions were alighed with the Equity
Practices that were adopted and the draft Equity Policy.

When the proposals for equity and inclusion training were presented to the Board, the Board voted to
decline the training. Training would have impacted the effectiveness and implementation of the Equity
Practices and draft Equity Policy, and declining Board equity training contributed to the dysfunction in

the Control Environment. The SWNI Equity Policy was adopted on September 25, 2019.




There was evidence SWNI had been noncompliant with the Actions and Accountability section of the

Racial Equity Policy, which had committed to “... increase understanding of racial inequality throughout
our organization... SWNI’s programs and actions will promote responsibility for learning and competency
among people who identify as white.” SWNI did not have formal equity and inclusion training for the
Board that corresponded with implementation of their Equity Practices and Equity Policy. Additionally,
the Equity Practices were observed not to be followed, including the ground rules of conflict resolution,
enhancing mutual trust and respect, inclusivity and constructiveness, and avoiding defensiveness and
negative attitudes. This evidence demonstrates that SWNI had not effectively implemented the equity
and inclusion goals.

Southwest Neighborhoods, Inc.
Equity & Inclusion Committee
SWNI Equity & Inclusion Training Request for Proposal
September 23, 2019

Statement of Purpose

The Southwest Neighborhoods, Inc. (SWNI) Equity & Inclusion Committee (E&I Committee) is seeking a
partner to lead our efforts in an organizational culture change that fosters inclusivity and engagement.
We recognize change begins with leadership building trust, doing outreach, creating opportunities for
the disenfranchised to inform and sit in positions of power while also seeking active involvement from
partners, stakeholders and residents within our community.

E&I Committee acknowledges activities within the SWNI organization and events in our community
require an immediate response for board leadership training. This training will ensure SWNI officers,
committee chairs, staff and board members are given the tools to ensure their actions and decisions are
in line with the organizations bylaws, adopted Equity & Inclusion Best Practices and DRAFT Equity Policy
Vision. Leadership will then be equipped to help expand equity support within the community ie Wilson
High Schoel Community Conversation and Hillsdale Farmer’s Market interest in equity staff training.

Specifically, the SWNI E&I Committee understands the imperative to ensure that we as leaders of the
organization work daily to ensure our culture and behavior supports the following parts of SWNI Bylaws:

e Article 2 Purpose Section 5 = To reflect the full diversity of all people found within its
boundaries, including but not limited to communities of color, immigrant and refugee
populations, renters, and individuals of all income levels.

e Article 3 Membership Section 2= SWNI does not discriminate against individuals or groups on
the basis of race, religion, color, sex, sexual orientation, gender identity, age, disability, legal
citizenship, national origin, income, or political affiliation in any of its policies,
recommendations, or actions.




Conflicts of Interest

There were other organizational objectives that affected the control environment as well. The Board
reviewed two sample policies at the March 2011 retreat, Conflicts of Interest and Executive
Compensation Policy and Whistleblowers Policy. It appeared the sample policies were adopted as a
revision to the By-Laws at SWNI. The retreat agenda indicated there were By-Law updates planned for
later in 2011. SWNI’s By-Laws contained language similar to the sample policies that the Board had
reviewed during the retreat. During fiscal year 2012, SWNI’s Board began an annual process to complete
a Conflict of Interest Questionnaire and Whistleblower & Retaliation Acknowledgement forms. The
guestionnaire and acknowledgement forms make reference to SWNI’s By-Laws sections X and XIllI.

BOF;

Southwest Neighborhoods, Inc. (SWNI)
Policy Retreat
Saturday, March 26, 2011

Riversgate
3612 SW Troy Street (Multnomah Village)
(Parking is available)

Agenda
8:45 am Continental Breakfast — Coffee, tea, bagels, cream cheese, and fresh fruit
9:00 am ‘Welcome and Introductions —
9:10 am Reflections of priorities set in FY 10-11

s Review accomplishments
s Note other priorities that occurred during the year
«  What items are still pending

9:30 am SWNI Policy Review
= Financial Policy and Procedures
* SWNI Figeal Agent/Sponsorship Policy
+ Note: The SWNI Bylaw Committee is meeting to consider bylaws changes scheduled to be
brought to the SWNI Board on April 27",

11:00 am , comuthor of The Oregon Nonprofit Corporation Handbeok and attorney
whose praetice is restricted to nonprofits
+ Conflict of Interest Policy
+  Whistleblower policy

Acknowledgment

I have received, read, understand and will comply with the SWNI Conflicts of Interest and Non
Inurement Bylaw, Article X. T affirm that, other than the interests reported above, 1 am aware of
no conflicts of interest that 1 have or may have within the meaning of the SWNI Caonflicts of
Interest and Non Inurement Bylaw. If any additional or new actual or potential conflicts arise
during the year, 1 will file an amended form and disclose same in accordance with SWNI's
Conflicts By Law.

SWNI ANNUAL WHISTLEBLOWER AND RETALIATION
ACKNOWLEDGMENT

Each SWNI Officer, Director, Committes Chair and Employee shall, within Thu'r} (3[?) days of
becoming an Officer, Director, Committee Chair, or Employee, ootnplcte and sign this Iforr‘n after
reading Article XIII of the SWNI Bylaws, and also complete and sign a new copy of this Form
annually. Completed Forms are to be submitted to the Executive Director.

1 acknowledge that 1 have read Article XIII of the SWNI Bylaws dealing with
Whistleblowers, understand same, and will abide by the provisions thereof.




There was dysfunction and ineffectiveness with the conflicts of interest standards at SWNI that were
adopted in the By-Laws. During the October 23, 2019 Board meeting that was video recorded, the
President stated:

“The whole executive group has been accused of not following the By-Laws.”
Additionally, another Board member stated that:
“There is a conflict of interest of the people running the Board.”
During the middle of this meeting the Board Treasurer resigned, stating:
"I quit... this is the stupidest thing | think | have ever seen, it is pointless and my blood pressure
it is not healthy for me to deal with this... I'm sorry good luck.”

Then the resigned Treasurer left the Board meeting. SWNI demonstrated an unwillingness to initiate an
internal probe, investigate, self-correct or remediate alleged non-compliance, misconduct and unethical
activity.

It seemed suspicious that the former Treasurer would bid for and accept a $2,000.00 paid contract from
SWNI in December 2019, which was two months after resigning. The contract was to prepare SWNI’s tax
return, which appeared to be a conflict of interest, as expressed by multiple Board members. The period
for the tax return covered the same fiscal year as when the former Treasurer had presided. It was
problematic that the former Treasurer had been volunteering for SWNI without compensation, and then
became a paid contractor.

During the December 18, 2019 Board meeting, it seemed like an abuse of power that the Executive
Committee had not provided the Board with all bids and proposals within the Board materials. There
was at least one other reputable accounting firm that had submitted a proposal to SWNI, whose cost for
services appeared to be 42.5% less than the former Treasurer’s proposed price. Additionally, the other
reputable accounting firm not selected had received copies of SWNI’s prior tax documents, which
indicated the bid would have been reasonably responsive. SWNI leadership had “expressed support” for
the former Treasurer being awarded the contract, based on their knowledge of SWNI financials, and the

Board approved the contract with the former Treasurer.




2. Recommendation Regarding CPA to Prepare Federal 990 Report.

President reported bids were submitted for the completion of SWNI's 2018 federal 990 tax
forms. . referred Board members to Director's Report. . reported that

who has completed the 990 Reports for SWNI in the past, invoiced us last year for $2.775 for
her services. 's bid was for the project an amount up to $2,000. = : of

I -« Company in Tigard provided a bid of $1,150.

.~ expressed support for & ‘s bid based on his knowledge and past
experience with the SWNI organization. = . closed by saying that the recommendation of the
Finance Committee is to accept | 's bid.

Discussion took place. . and . questioned whether = . would
have a conflict of interest based on having served on the SWNI Board in the past. e
responded that because [ resigned from the Board in October, there would is no
conflict. . clarified that'  resigned from the Finance Committee when [ resigned from the
Board. President =~ sfated that provided I - Company with copies of the
SWNI's 2017 990 report documents.

’ noved approval of contracting with the for the preparation
of the 990 Report. seconded.

Discussion took place. guestioned the process for having the bidders prepare their bids.
President responded that the process was completed with the intent of having the work
completed before accounting firms take on a heavier workload for 2020 tax season.

spoke in favor of choosing and felt there wasn't that much of a difference in the
bids.

Motion Approved to Contract with/" = = & = CPA, to Complete 990 Report.
\ote to Approve: 16

Vote Against: 0

Abstentions: 4 ( )]

No Financial Statement Review or Audit by an Independent Accountant
It was problematic that SWNI had not received a financial statement audit or financial review by an

independent accountant from fiscal years 2011 to 2020, even though SWNI had budgeted for those
professional services most years, and had previously experienced a financial loss due to theft, reference
Examination #2 and #6, and Internal Control section #3 Control Activities. SWNI had received an audit
from the IRS once during those fiscal years, which would have been limited in scope to taxation, and
would not have constituted a financial statement audit. Without a financial statement audit or financial
review the SWNI Board lacked assurance and was unable to evidence that the financial statements were
free of material misstatements.

There was evidence that reflected SWNI leadership may have exaggerated and was untruthful in
communications to the Board regarding financial audits, by insinuating that the limited IRS audit on
taxation was a reliable measurement that financials were in proper order. Without independent
accountants performing audits or financial reviews, SWNI had no assurances that financial statements

the Board was reliant upon were reasonably accurate. According to standards published by Oregon’s




Office of the Attorney General, A Guide to Nonprofit Board Service in Oregon indicated the Board was

responsible “to oversee the organization’s financial affairs, making sure that the organization has
internal accounting systems and controls,” and that transactions between individual board members
and business they own or operate “should be avoided”.

Duty of loyalty. Directors have a duty to give their undivided

loyalty to the charitable corporation. Decisions regarding the Adequate financial records and controls. One of the board’s
organization’s funds and activities must promote the responsibilities is to oversee the organization’s financial
organization’s public purpose rather than private interest. Any affairs, making sure that the organization has adequate
potential conflict transactions should be scrutinized closely by internal accounting systems and controls. With

the board with the realization that the public will predictably embezzlement from nonprofit organizations on the rise, it is

be skeptical of such arrangements. There are some general
principles which will serve to guide boards faced with conflict
of interest situations.

imperative that financial controls are in place before theft
occurs. The board should be responsible for approving the
organization’s annual budget. Board members should expect

» Conflicts in general. While transactions between the the CEO (or other designated staf¥) to produce timely and
charitable corporation and individual board members, their adequate income and expense statements, balance sheets and
families and businesses they own or operate should be budget status reports, and should expect to receive these in
avoided, they are not absolutely prohibited. Under certain advance of board meetings. With the advent of online
circumstances, a contract or transaction between a banking, many small organizations neglect to retain copies

nonprofit corporation and its director or an organization in
which the director has a material or financial interest is
acceptable. However, if the transaction is challenged, the

of their bank statements. Board directors should ensure that
appropriate accounting and banking records are being
director will have the burden of establishing that the mamtametl:l. Wlt_h large organizations, th? board should
contract or transaction is fair and reasonable, that there was employ, ither d irectly or mm“gh an audit a.l d ﬁnal]ce.

full disclosure of the conflict and that the contract or committee, an independent auditor and review the auditor’s
transaction was approved by members or other directors in annual report at a face-to-face meeting.

good faith. ORS 65.361. The board should only approve
the transaction if it is clearly in the best interest of the

charity.

Forensic Audit
Information Request Checklist
October 1, 2020

TO: Melissa Frick Minick
Marsh Minick, P.C.

From: , Executive Director
Southwest Neighborhoods, Inc

RE: Information Request 1

#32  Provide the audited financial statements, report and accompanying supplementals

Please note: Southwest Neighborhoods, Inc.’s has not had its financial statements or reports
audited.

We did provide Civic Life with a copy of s review of our 2012 Financial
Management Policy and IRS Audit for fiscal year 2011-2012.




Whistleblowers

There was also dysfunction and ineffectiveness with the whistleblower standards at SWNI that were
adopted in the By-Laws. There were seven individuals that expressed they were fearful of retaliation and
declined to interview for this forensic audit. Additionally, there were five other individuals that described
they had been pressured by others to not interview or had been discouraged from interviewing.
Retaliation and pressure that was documented and observed by the forensic auditors included threats
of personal lawsuits and removal of Board members that were deemed as detractors by others. Verbal
and written communications were used to intimidate Board members, and there appeared to be unfair
and inequitable treatment of Board member concerns when they were expressed.

In an email dated October 17, 2020, the SWNI President emailed the Board about changing the By-laws
in order to “ultimately remove” a Board member and indicated the intent was to “take action...on
November 18” board meeting. Additionally the President stated:
“...I think a bylaw change is a good idea because we may have more [detractors] in our future.
We have been very restrained in ruling against [detractors] behavior.”
This seemed consistent with the video recording of the October 23, 2019 Board meeting approximately
one year earlier where the President said that:
“...people can file lawsuits, they can file lawsuits of defamation...there is a lot of changes that can
be done and be tied into the By-Laws.”
Another member of the Board asked the President:
“Can the Board file a lawsuit?”
To which the President replied:
“Yes, they can, because of some of the materials that have been sent to the Board... The Board
has firm rights to file...”

This is evidence that the Board is not following their adopted whistleblower policy on retaliation. The
whistleblower section of the By-Laws appeared to be not effective at protecting individuals that reported

instances or raised concerns about wrongdoing.




ARTICLE XIII: WHISTLEBLOWERS
Section 1 Complaints

a. Ifa SWNI officer, director, employee or volunteer should discover
information leading her or him to believe that a wrongdoing or 1llegal
or unethical behavior has occurred in SWNI, he or she shall report this
information to the President. 1f the President 1s not available or 1s
implicated in the alleged wrongdoing, he or she shall report the
information to another Board officer.

b The President or Board officer shall conduct an investigation. Reports
of alleged violations will be kept confidential to the extent possible,
consistent with the need to conduct an investigation. Appropriate
corrective action will be taken if warranted by the results of the
investigation

Section 2 Retahation

a. Itis SWNI's policy to protect from retaliation and discrimination any
person who in good faith:

1. Refused to participate in any alleged civil or eriminal violation of
any federal or state law, or city ordinance; reported to law
enforcement or other officials of federal, state or local government
any information that the person believed to be evidence relating to
the alleged commission of or possible commission of any civil or
criminal violation; or initiated, testified or aided in proceedings
related to the foregoing.

2. Initiated or aided in civil and/or criminal proceedings;

3. Refused to engage in a violation of a governmental administrative
regulation; reported any information related to a violation of
governmental administrative regulations; commenced, testified at,
aided or participated in a governmental administrative proceeding;

4. Refused to engage in or attempted to stop fraud against SWNI, or
gross waste of SWNI's assets, or abuse of SWNI’s authonty; or

SWNI Bylaws Adopted 9-26-18 Page 12

5. Reported other information about wrongdoing, illegal or unethical
behavior pursuant to this Whistleblower Policy.

b. A SWNI officer, director, employee, or volunteer shall not, with intent
to retahiate or discriminate, take any action harmful to any person
described above, including interference with the lawful employment or
livelihood of any person, or damage to the person’s reputation.

c. In the event that a SWNI officer, director, employee or volunieer
intends, for any reason, to take any action harmful to any person who
has acted as described above, the SWNI officer, director, employee, or
volunteer must obtain approval from the Board prior to taking such
action.  Such approval must be obtained even if the officer, director,
employee or volunteer believes that the person who provided
information to the law enforcement authorities or other officials
provided untruthful information.

From: @gmail.com>

Date: October 17, 2020 at 10:43:27 AMPDT
To: board@swni.org
Reply-To: board@swni.org

On avote to change the bylaws and ultimately remove

mechanism. Checking into that.

anything.

Best,

Sent from my iPad

Brevity is the soul of wit

to try to discredit us on govemance. Failure to produce all documents that
swipe. However, whether the city council wants to defund us entirely is a different question. And I do think with a clean audit which we hope will be posted by the end of November we can get our funding restored cither through a city council vote o by an automatic

The election is important. If . is not retumed, I do expect

Subject: Re: [SWNI Board] Meeting Notice: SWNI Finance Committee 10-23-20 at 1:30 pm & SWNI Exec. Committee 10-23-20 at 5 pm; Sept 23 Draft Minurwa

and ask for another representative, timing is important. We have to read the motion on the change in bylaws in two meetings before we can vote on it. So October and November. We vote in November and then
take action after that. I think our Board meeting will be on November 18th which will also Iet us know what has happened with donation which will keep our doors open

asked for even though they are under the St

We can change our bylaws and do nothing. But we have the opportunity should we need it.
And I agree when we do this, it is important in the context of the election. But I think a bylaw change is a good idea because we may have more [
considering what we might do because  filed a lawsuit. So we do not have to remove or replace until the audit is posted and the election is over. But we need to put the motion before the Board at two separate meetings and get their approval before we can move on

Thanks so much for your comments and engagement. It takes all of us to right the ship.

sin our future. We have been very restrained in ruling against |~ behavior. 14 months of it. Only now are we



2. Risk Assessment

No Risk Management Policy

A major deficiency at SWNI was there was not -
Risk Assessment

) 6. Management should define objectives clearly 1o enable the
have been drafted or considered for |igentification of risks and define risk tolerances.
adoption. Without a Risk Management Policy,

a Risk Management Policy that appeared to

7. Managemnt should lﬂ&ﬂlif‘_ﬁ analyze, and respond o nsks

SWNI ble t If-identify risk d A :
was unable to self-identify risks and | t achieving the defined cblectivas

establish critical controls to protect the

organization from financial risks and loss. |8. Management should consider the potential for fraud when
n ni i

Without a Risk Management Policy, SWNI had Kenifying, snalyzing, and responding 1o risks

not formally articulated and defined roles and | 9. Management should identify, analyze, and respond to

significant changes that could impact the internal control system.

responsibilities  for risk  management

activities and had no formal plan for handling risks and improvement of controls.

No Fraud Policy

Another major deficiency at SWNI was not having a Fraud Policy. Even after the financial loss to the
organization from theft by embezzlement, reference section Examination #2, there was no Fraud Policy
appeared to be drafted or considered for adoption. Without a Fraud Policy, SWNI had not committed to
a zero tolerance for actions constituting fraud, such as dishonest and unethical acts, misappropriation of
funds, impropriety in handling financials, money and reporting, and other similar improprieties. Without
a Fraud Policy, SWNI had not formally articulated and defined roles and responsibilities for fraud
monitoring activities and had no formal plan for handling fraud risks and actions to take to prevent,
detect and respond to possible fraud instances.

No Audited Financial Statements by an Independent Accountant

There was another major deficiency identified with assessing risks and managing an effective and

functional control system. There were not any audited financial statements by an independent
accounting firm, as confirmed by SWNI’s Executive Director, even though SWNI had budgeted money for
this professional service. This demonstrated a lack of SWNI and Board commitment to identify, analyze

and respond to financial risks.




October 1, 2020

Melissa Frick Minick
Marsh Minick, P.C.

TO:

From: ¢

503-823-4592
RE: Information Request 1

LEY]

audited.

Forensic Audit
Information Request Checklist

;, Executive Director
Southwest Neighborhoods, Inc

Provide the audited financial statements, report and accompanying supplementals

Please note: Southwest Neighborhoods, Inc.’s has not had its financial statements or reports

We did provide Civic Life with a copy of Smyth & Clark’s review of our 2012 Financial
Management Policy and IRS Audit for fiscal year 2011-2012.

2019-2020 Adopted SWNI Budget with Notes

2018-2019 2019-2020 | Proposed Capital
Notes FY 2019-2020
Category Budget Adopted Budget Needs
Professional Fees 4,000.00 4,000.00 e

2018-2019 Final SWNI Budget with Notes (Approved 6-25-2018)

2018-2019
2017-2018
Budget Approved OC&CL SWNI Board MNotes FY 2018-2019
Category Budget
51,500 CPA 990 Annual Tax Reparts, Financial
JProfessional Fees 4,000.00 4,000.00 4,000.00 |naview 2,500

2017-2018 Final Approved SWHNI Budget with Notes 6-28-2017

Proposed SWNI SWHNI
Bundget 1713 ONI Fundraising | Clearup SWNI | SWHNI Board Motes FY 2017-2018
1,500 CPA 990 Annusl Tax Reports.
4,000.00 4,00000]  4,000.00 ;ﬂ e g
Professional Fees .

SWHNI Adopted Operating Budget July L, 2016- June 30, 2017

Approwed Propased Diifferenc e anNl SWNI Baand Notes FY 2015-2016
Revied 1516 | Budget 16-17 i
R LT R ey T Aoumncg
51, 5000P4 550 Areaial Tax Reooes |
v ofession sl Fess 5, 00000, 3,000, 00 2,000.00) 300000 51 500 Puctitaiion Lagal Comtm

SWNI Approved Revised Operating Budget 2015-2016
I Budget 1516 | Revised 1516 | Difference ONI SWNI Board Notes FY 2015-2016
lincome
51,500 CPA 990 Annual Tax Reports,
5,000.00 5,000.00 0.00 5,000.00 52,000 Acct Consultant,, 51,50
|Prnfession:|| Fees Facilitation, Legal Consultan

SWNI Adopted Operating Budget 2014-2015

Budget 13-14 | Budget 14-15 ONI SWNI Board Notes FY 2014-2015
51,500 CPA 930 Annual Tax Reports.
Professional Fees 4,800.00 5,000.00 £,000.00 $2,000 Financial Review, 51,500
Facilitation, Legal Consultant
SWHI ADOPTED OP ERATING Budget 201314
Budget 12-15| Budget 13-14 Ol SWhI Board Notes
Praffees - Boakioesping/Accounting 2 500,00 2,000 00 2, 1000 0 Contimgancy - Fina ncal aviey e e




When the forensic auditors inquired why there was not a financial review as budgeted, SWNI individuals

communicated that due to the cost of the services, this was never ordered. This seemed unusual as after
the fraud incident, the Board and the Executive Director had received training at a Board retreat where
the trainer advised SWNI should be having audits of their financials. This advice was consistent with the
guidance from the Oregon Office of Attorney General’s A Guide to Nonprofit Board Service in Oregon
that it is imperative the Board have adequate internal accounting systems and controls due to
embezzlement being on the rise. This is evidence that SWNI mismanaged risks and controls.

According to the SWNI job descriptions the Executive Director was in charge of financial management
and grant compliance. SWNI’s By-Laws indicated that the Board Finance Committee was responsible for
financial accountability of SWNI, preparing SWNI budget for board review and approval in compliance
with the grant, and to perform financial audits. The Finance Committee is composed of Executive
Officers. The Executive Director and the Finance and Executive Committee Officers were derelict in their
duties for not having a financial review or audit performed after having budgeted for those, and due to
SWNI having previously experienced a large loss from financial fraud. The lack of financial reviews and
audits by an independent accountant of SWNI’s financial reports was unreasonable and not prudent,
and demonstrated financial mismanagement. SWNI’s Board did not have assurance that the financial

statements and reports were reliably accurate.




3. Control Activities

Failure to Fully Investigate

The decisions made by SWNI

evidence that the Executive Director and

the Board had not designed or
implemented effective policies or
control activities to have reported,
prevented, responded, or detected
irregularities timely.

There did not appear to be an

was

to nsks

Control Activities

10. Management should design control activities to achieve
objectives and respond to nsks

11. Management should design the entity’s information system
and related control activities to achieve objectives and respond

12. Management should implement control activities through
policies

investigation as to whether any other individuals at SWNI were culpable for the theft, or were negligent

in their duties, that may have led to the opportunity for the employee theft, reference section
Examination #2. The SWNI Staff Responsibility Chart showed the Job Description details for the
Executive Director, which included the primary responsibilities for financial management, grant
SWNI’s failure to
investigate other individuals was evidence of dereliction of duties to safeguard assets and demonstrated

compliance, nonprofit compliance, and to supervise and evaluate all employees.

there was not effective control activities to achieve and respond to risks. This control failure did not

hold individuals accountable for their responsibilities or adherence with duties.

Southwest Neighborhoods, Inc. Staff Positions, Fiscal Year 2019-2020

Executive Director | FTE | Program FIE | Technology FTE | Mewspaper FTE | Dffice FTE Events FTE Watershed FTE | Watershed FTE
10 | roordinatar 10 50 3| specialist 75 oo ator 50 s 12 | program 50
O ONi O bl Obli (s} BES - WMEWCD
Manager Spedialist
% of %of % of %of % of %oof % of % of Tima
ibilities e | gy ibilities | "™ | Responsibilities T | gy ibilities | "™ | Responsibilities Tme | Responsibilities | Time ponsibilities | 7™ | Responsibilities
Administration: Ik | SWHI Standing | 40% | Website: 50% | Mewspaper 50% | Bookkeeping: G0f% | Event B5% Project 4o | Project Support: | 75%
» Financial Mgmt Committee = Serveasweb » ‘Work with = Pay Bills Coardination: Management: =  Stormwater
*  Insurance Support: administrator ED to design/ = Enter Payroll = [Forums = Stormwater Workshops
®  Grant Compliance =  Meeting # Provide publish = Financial *+  (Cleanups Stars publicity &
* Dooument prep. website monthly reports = ol Rec management logistics
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Not Investigated: $19,570 Unauthorized Charges to SWNVI’s Credit Card or the Balance

Transfer from SWNI Debt to Personal Debt of the Executive Director
SWNI was not totally transparent about the theft incidents with Board members and the Civic Life (ONI),

and SWN/’s failure to fully investigate the totality of culpable individuals was the root cause of renewed
concerns about wrongdoing that spanned through to fiscal year 2020. During public comments made to
the City in 2020, the concerns about wrongdoing included misuse of an American Express card and an
alleged personal loan that was used to pay debts from theft.

Based on the 2010-2011 police investigation reports one of those allegations made in 2020 had been
investigated and the other had not been investigated:

e Already investigated was a personal American Express card that was included in the 2011
investigation regarding the convicted theft incidents, reference section Examination #2.

e Uninvestigated was SWNI business credit card with unauthorized charges. The business credit card
was paid off in 2005 by the Executive Director who had “opened her own personal credit card
account... transferred the SWNI credit card balance to her personal credit card account and is paying
off this credit card balance... the balance on 092105, the date of the transfer, was $19,570”. The
Executive Director told the police investigator “that one reason she took personal responsibility for
the $19,000 is because she is the Executive Director of SWNI and it is her responsibility to know
what is going on with the SWNI finances.” The police report in 2011 indicated there was not an
investigation of the unauthorized charges to SWNI’s credit card or the balance transfer in 2005 to

the Executive Director’s personal credit card.
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1 met with ,on 102510. 1 asked them why we were
having this meeting, especially since it is my understanding that
the suspect. then told me that in 2005 she was opening mail at the
SWNI office when she came across a credit card statement for the SWNI credit
card account that had a balance over $19,000. She said when she asked

. about it, she said -told her it was $19,000 because they
just bought a lot of new computer equipment using the credit card.
added that she believes this was in February or March of 2005.

.is

said she asked , did not know anything
about this $19,000 charge. .told her that she did tell
her about it. She said & told her all this happened during the time she

was having a family medical situation so she must have forgotten

~why

about it.

_ . .._told methat1 , the past President of SWNI, was the
President when this credit card was activated and also had her name on the credit
card. She told me at the present time | elderly and having some medical
issues so it difficult to talk to her.

said because of this $19,000 balance, she opened her own personal
credit card account on 092005, She said after she did this she transferred the
SWNI credit card balance to her personal credit card account and is paying off
this credit card balance. . __ . _. said the balance on 092103, the date of the
transfer, was $19,570. She said right after she made the transfer she contacted
the SWNI eredit card company and told them SWNI wanted to close the account,
She said at that time she was told because the SWNI account was under

name they would need a letter from close the account.

then gave me a copy of a letter dated 040107 that closed this SWNI

credit card account. old me that since this letter is dated almost 2. |
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years after she found out about the $19,000 balance, she has her suspicions that
may have done this charge without any authorization.

. then told me that one reason she took personal responsibility for the
$19.,000 is because she is the Executive Director of SWNI and it is her
responsibility to know what is going on with the SWNI finances. She also said
since name was on the credit card, and ___ ~as the President of SWNI at
thattime, =~ did not want to see | personal finances fall apart (i.e.,
credit rating drop, made personally liable for the $19,000) because of the
$19,000 balance.

told me she is still paying off her personal credit card account for this
balance transfer. said she does not know for sure who charged the
SWNI credit card account for $19,570, and cannot even tell me if it was fora

legitimate charge(s), or if it could have been . stealing more money
from SWNIL.

I advised and that this may affect this investigation but
from the evidence [ have right now ! is the suspect and vLis

my complainant/reporting party. At this time we ended out meeting and I told
to call me if they had any questions on what we just

talked about.

- I dictated my financial records affidavit on 110110, This affidavit was dictated
to obtain Grand Jury subpoenas for personal Bank of America and
Chase Bank accounts.

= -=e=w-—-- $ Experian & Equifax credit bureau records and American Express
credit card records arrived at my office in November 2010. [ went to Grand
Jury #3 on 111810 with these records. The Deputy District Attorney at this
Grand Jury was ,and the Grand Jury gave me permission to use
these records in this investigation.

After getting back to my office I went through Experian and
Equifax records and saw that she had filed bankruptcy. I also went through the
American Express credit card records and saw that the:SHNj K¢y qnﬁounts
were used to pay some of the monthly American Express credit card bills o
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As revealed in the police report, there was over a five-year period from when the Executive Director

discovered the unauthorized charges to the business credit card in 2005 to when the Executive Director

reported the credit card to police in 2010. The subsequent delay in notifying authorities or the Board of

this outstanding debt of the credit card allowed the former employee who was convicted of theft

additional opportunity to embezzle, and there was no accountability for the Executive Director who had
converted SWNI debt to personal debt.

While the theft was being committed, the former employee filed for personal bankruptcy and had

walked away from their home. This information was known by the Executive Director as indicated in the

police report. There was apparent personal financial pressures on the former employee that appeared
to have contributed to the theft at SWNI.
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told me that ’s old address is the one that is listed on SW
She said | _ . told them she just walked away from the house
because it was too much for her to handle and she then moved into her present
apartmentonSW _ ~ ___glso informed me
that has been through at Jeast one bankruptcy.

Additionally, there appeared to have been another instance where the Executive Director may have used
personal resources on behalf of SWNI. In response to the information requested during this forensic
audit on October 1, 2020, the Executive Director disclosed that “when SWNI opened the initial accounts
in 2011 Umpqua Bank only had ‘Personal Accounts’ so my SS Number was used as instead of our Tax ID
Number.” This disclosure by the Executive Director was conflicting with the internet archive from 2010
and 2011 showed that Umpqua Bank was offering business products, including business checking
accounts to non-profits and government entities when SWNI’s accounts were opened. Forensic auditors
observed that the bank account was in the name of SWNI, not the Executive Director. There was
conflicting information provided by the Executive Director that was incorrect and untruthful as Umpqua
Bank had offered business products in 2011 for non-profits and the opening deposit amount matched

the check amounts SWNI used to open the Umpqua bank accounts.




Forensic Audit
Information Request Checklist
October 1, 2020

TO: Melissa Frick Minick {Melissa@MarshMinick.com})
Marsh Minick, P.C.

From: __ Executive Director

5;) uthwest Neighborhoods, Inc
503-823-4592

RE: Information Request 1

#5 Provide a list of all bank accounts and their purposes

my S5#, my ODL #, and personal answers to customer questions.

* Attached from Umpqua Bank, Multnomah Village is z list of bank accounts — Note
when SWNI opened the initial accounts in 2011 Umpqua Bank only had “Personal
Accounts” so my SS Number was usad as instead of our Tax ID Number — | have redacted

comi1.0)

INTERNET ARCHIVE hitp/i
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eumachMecning

65 captures
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Products

Checking

business checking

business interest checking
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Management needs. 2
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+ Freebie-loaded Benefit
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4. Information and Communication

Organizational Conduct

There were repeat occurrences of Information and Communication

personal conduct at SWNI that did not | 43 pManagement should use quality information to achieve the
demonstrate integrity and ethical | entity's objectives.

values, and was not commensurate with
certain aspects of SWNI's mission, | q,aity information to achieve the entity's objectives
purpose and function, and was not

compliant with certain aspects of the : orhl
quality information to achieve the entity’s objectives

governing standards and documents.

14. Management should internally communicate the necessary

15. Management should externally communicate the necessary

There were 25 hours of interviews conducted with current and former SWNI Board members, employees
and community members. Additionally, emails and other communications were reviewed as well as
Board videos and minutes. Individuals from minority and majority viewpoints and power positions had
reported a culture problem at SWNI. There was evidence that people involved with SWNI had been
“bullied”, “attacked”, “dismissed”, “shut down”, “censored,” “demeaned”, had felt “unsafe” and
“fearful”, and that those instances were “pathological” and created a “hostile” and “toxic culture.”
These instances appeared to be not compliant with Civic Life Standards for inclusion, participation, and
non-discrimination, and the City of Portland code 3.96.040(D) functions of a district coalition to promote,
encourage and support participation of members of diverse communities. Additionally these instances
appeared to violate the Grant Amendment No. 3 FY 2018-19 that indicated SWNI was to “Create an
environment for respectful dialogue and problem solving that acknowledges our differences as we work

toward shared goals.”

AMENDMENT NO. 3
GRANT AGREEMENT NO. 32001238
GRANT AGREEMENT WITH SOUTHWEST NEIGHBORHOODS, INC.
The grant agreement is hereby amended as follows:
GOAL Z: FULFILLED AND EMPOWERED PORTLANDERS: A progressive change in

ONI/SWNI grant amendment No. 3 FY 2018-19 - April 25, 2018 _ Page 1 of 4

culture of civic engagement is foundational to long-term c g and
government change. ONI will:

«  Prioritize resources that support communities in building resilience both with and
without their government

+  Ensure equitable sharing of resources

= P inclusive ed ion, art and play

* Create an i for respectful dialogue and problem solving that
acknowledges our differences as we work toward shared goals




Two examples where harassment at SWNI was reported to City of Portland’s Office of Civic Life was in
August 2011 and July 2020:

* Enhancing the queality of Portlend’s Neighborhoods through community perticipetion

August 25, 2011

-
Southwest Neighborhoods, Inc.
7688 SW Capitol Hwy
-Portland, OR 97219

Dear |

ommmmﬁﬂmmmmmmsmmmwsmm
Neighborhoods, Inc. (SWNI) may be engaging in harassing and possibly discriminatory behavior
toward employees of the organization. I would like to schedule a meeting as soon as possible

to discuss this issue.

ONI has & long-standing interest in preventing harassment and discrimination in Portland’s
neighborhood system. These values are embodied in both the ONI Standards
C‘SmdudxfaerghbwbondAssomﬂmDmthﬂms,BmmDmAssocm .
and the Office of Neighborhood Involvement.” Adopted by Resalution 36329 by Portland City
Council on July 13, 2005.) and in the “ONI/SWNI Grant Agreement—2010 to 2015.”

ONI, as the administrator of the ONI/SWNI Grant Agreement, is responsible for monitoring
SWNI's compliance with the terms of the agreement. ONI needs to be sure that SWNI is taking
appmpnateandadeqummantompmdmmdmvammﬂ:maﬂegmom and, if harassing
md!ordzmmatm‘ybehaummommg MSWmomqmcﬂymmplmmiamedy

Ilookforwatdmmeeﬂgmthmnassomaspnsm’blch&mcmﬂmm

drY oF Amandz Fritz, Commissioner-in-Charge

. Amalia Alereén de Marris, Bureau Director

) '. PORTLAND, OREGON 1221 SW 4th Avenue, Room 110
/ OFFICE OF NEIGHBORHOOD INVOLVEMENT Po n #7204 E

FY1, | was transferred a call {via Information and Referral) from

asked me what was the date for the DCO Council hearing as SWNI did not provide access to
the Council hearing date.
| provided i with a date, JULSth, 2 pm as a hearing time.

2. also had a concern of SWNI Management and thus further funding of SWNI going forward.
3. had also indicated that has been verbally harassed by SWNI's Board chair at the hall of
Multnomah building.

4. Finally, sent me a copy of her resignation - as a record- to our attention.

Thank you.

Civic Engagement s,
City of Portland, Oregon

Sincerely,
-
From:
Sent: Monday, July 6, 2020 2:48 PM
Tao:
Subject: resignation LetterFwd: [SWNI Board] REMINDER: Zoom SWNI
Board Meeting: Wed, June 24, 2020, 7 pm
Colleagues:

about




The allegations of harassment, bullying, and feeling unsafe appeared to have been a problem over the

last decade. The SWNI Board and Executive Director were supposed to set an example of proper
communication, ethics and integrity for the whole organization to follow, including employees and
volunteers on the Board. There were displays and acceptance of uncooperative communications,
inconsistent messaging, perceived (or realized) favoritism, and the acceptance of poor personal conduct,
which led to confusion, hostility, and discouraged good ethical behavior. As evident in the recorded
Board meetings, the ‘tone from the top’ from the Board as a collective whole was not setting an example
of a corporative working environment.

A hostile and negative tone from the top had discouraged openness from members of the Board and in
the community, as people felt scared to express their opinions or concerns openly. It was evident by
repeated Points of Order called by Board members that drew attention to violations of Robert’s Rules of
Order for a lack of decorum while the Board was engaged in critical organizational business. There were
instances when the Points of Order raised to the Chairperson or Board for a decision was not well taken
(failed), and this process devolved into a mechanism where people in power were dismissive of minority
points. These dysfunctions impeded the Board in carrying out critical business, appeared to violate the
creation of an environment for respectful dialogue and problem solving, and discouraged open flow of

information and communication.




5. Monitoring

Monitoring

16. Management should establish and operate monitoring
activities to monitor the internal control system and evaluate the
resuits

There was weakness discovered in

Board monitoring of financial control
environment at SWNI, predominantly
because there was not a proactive
approach at SWNI to self-identify |47 Management should remediate identified internal control

emerging risks to financials and assets | deficiencies on a timely basis
and there was not a recurring process to

enhance the control environment.

Financial Management Policies

The critical financial controls at SWNI were detailed in the Financial Management Policy and Procedures
(“Financial Policy”). However, the Financial Policy had not been revised in over seven-years. There were
other controls over financials detailed in the Fiscal Administration Policy and Fiscal Sponsorship Policy
(“Fiscal Policies”). Again, these Fiscal Policies had not been revised in about eight-years. SWNI’s lack of a
self-assessment and proactive process to enhance critical financial control policies demonstrated SWNI
was not effectively monitoring the internal control system, and was not properly monitoring emerging
risks to their control environment.

SWNI had a reactive approach to identifying and responding to risks affecting financials and assets. The
reactive approach was demonstrated by the timeline of critical control policies affecting financials that
were implemented following the theft by embezzlement that SWNI reported to police. SWNI was slow
to react to risks and slow to implement critical controls resulting from the theft incident, as there was a
seven month gap when SWNI did not have Financial Policy and Fiscal Policies in place following the
reported theft.

2 h h h N
Personnel Policy in Contract Policy in Document Policy in Financial Policy in Fiscal Policies in
place as of 6/2008 place as of 11/2008 place as of 3/2011 place as of 5/2011 place as of 10/2011
~

7-Mos. Gap no critical | Fiscal Policies revised 4/2012 & Financial Policy revised 3/2013;
Theft by embezzlement reported to police 10/2010] financial controls no revision of critical controls affecting financials thereafter

The Board appeared to first review a draft of the Financial Policy in March 2011 during a Board retreat.
The first version of the policy evidenced to have been put in place was on May 25, 2011; which was
seven-months after SWNI reported theft by embezzlement to police in October 2010. SWNI appeared to

have implemented and revised the policy in April 2012, and again in December 2012 after SWNI had




engaged an outside professional accounting firm. The accounting firm had a narrow scope of agreed-
upon-procedures, and indicated their work did not constitute an examination and they did not express
an opinion about the evaluation of the implementation of the Financial Policy. The current version of the
Financial Policy in use by SWNI during this forensic audit was adopted by Board vote on March 27, 2013.

B:45 am
9:00 am

9:10 am

9:30 am

BO(‘ ]
Southwest Neighborhoods, Inc. (SWNI)

Policy Retreat
Saturday, March 26, 2011

Riversgate
3612 SW Troy Street (Multnomah Village)
(Parking is available)

Agenda

Continental Breakfast — Coffee, tea, bagels, cream cheese, and fresh fruit
Welcome and Introductions — |

SWNI Financial Management Policy and Procedures

| Subject: Southwest Neighborhoods, Inc. (SWNI) Financial | Effective Date:
Management Policy and Procedures May 25, 2011
Supersedes:

=== == =5 Revision Date: April

I8 | 25-2642March 18,
| 2013
| Approved by SWNI Board (date): May 25, 2011 Pages: 184

| Draft Rewisi ision March 18438, 20132 Approved by

Reflections of priorities set in FY 10-11

» Review accomplishments

SWWNI Board April 25, 2012

s Nole other priorities that ocourred during the year

«  What items are still pending

SWNI Policy Review

Financial Policy and Procedures
SWNI Fiscal Agent/Sponsorship Poliey

Note: The SWNI Bylaw Committee is meeting to consider bylaws changes scheduled to be

brought to the SWNI Board on April 27%.

SWNI Financial Management Policy and Procedures

Subject: Southwest Neighborhoods, Inc. (SWNI) Financial
Management Policy ind Procedures

Effective Date:
March 27, @13

CERTIFIED PuBLICc Al:;l:ut.l-N'rAN‘I‘l

CFPA, CMA

December 28, 2012

To the Board of Directors
Southwest Neighborhoods, Ine.

We are pleased to confirm our understanding of the nature and limitations of the services
we are to provide for Southwest Neighborhoods, Tne. in this updated engagement letter.

We will apply the agreed-upon procedures which Southwest Neighborhoods, Inc has
specified, listed in the attached schedule, to evaluate the implementaticn of the April 25,
2012 Financial Management Palicy and Procedures of Southwest Neighborhoods, Inc, for
the selected period of the year ended September 24, 2012. This engagement is solely to
assist Southwest Neighbarhoods, Ine, in evaluating the implementation of the April 25,
2012 Financial Management Policy and Procedures, Our engagement to apply agreed-
upon procedures will be conducted in accordance with attestation standards established
by the American Institute of Certified Public Accountants. The sufficiency of the
procedures is solely the responsibility of those parties specified in the report.
Consequently, we make no representation regarding the sufficiency of the procedures
deseribed in the attached schedule either for the purpose for which this report has been
requested or for any other purpose. If, for any reason, we are unable to complete Lhr::
procedures, we will describe any restrictions on the performance of the precedures in our
report, or will nat issue a report as a result of this engagement.

Because the agreed-upan procedures listed in the attached schedule do not constitute an
examination, we will not express an opinion on evaluating the implementation of the
April 25, 2012 Financial Management Policy and Procedures, In addition, we have no
abligation to perform any procedures beyond those listed in the attached schedule.




Financial Management Procedure: Critical Control with a 97% Error Rate

There was evidence that the primary critical control to ensure that the financials were properly
accounted for and reported to the Board was not being followed. The Procedure 6 in the Financial
Policy’s Appendix A identified that the Treasurer shall reconcile the bank statements in the accounting
software as required; however there were violations of this procedure when the bookkeeper would
reconcile the bank accounts for the Treasurer.

APPENDIX A
SWNI Financial Management Procedures

The SWNI Board of Directors is responsible for the financial management of all activities.
The Board Treasurer shall oversee SWNI's bank and other accounts, and oversee all
organizational financial records. The Board President may perform these functions in the
temporary absence of the Treasurer. The Executive Director shall support the Board in
carrying out its’ financial duties, and shall supervise all staff that handles financial records.

Bank Account Requirements and Procedures

6. The SWNI Treasurer shall reconcile bank accounts with SWNI's accounting
saftware on a monthly basis and provide the Finance Committee with printouts of
the checks, as well as, bank statements. The Treasurer and Finance Committee
shall review all bank accounts and report results to the Board on a monthly basis.

According to SWNI’s Financial Policy, there was a monthly review conducted on a Month-End Checklist
(“Checklist”) to document the monthly review of financials, including the accounting software and bank
statements, which was to be used by the Finance Committee Treasurer and Executive Officers. The
Checklists completed from January 2013 to May 2019 were observed to be not consistent or fully
completed, and were missing vital information to determine if the Treasurer and Executive Officers
actually properly accounted for SWNI finances. Of the 75 Checklists reviewed, 73 of the Checklists were
not filled out completely; this is a 97% error rate, which is evidence that SWNI is not compliant with

financial control. Some of the observations included:

e Missing initials/signature of the Executive Officers

e Missing initials/signature of the Treasurer

e Checklist only initialed/signed by the Bookkeeper

e Checklist only initialed/signed by Executive Director

e Checklists were entirely missing and were not available for review

e Checklists were merged were two months of financials were reviewed on one checklist
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As seen from the two example Checklists, SWNI did not follow the procedures when completing the
Checklists, which was an indication that there may not be reasonable assurance that money was properly

accounted for and disclosed to Board members. In these two examples, the Bookkeeper initialed the

Treasurer’s section and the Executive Director initial and signed the Executive Officers section of the
Checklists. It was problematic that the Bookkeeper and Executive Director signed these Checklists as

they essentially quality controlled their own work, demonstrating there were no segregation of duties.

It appeared that there was inconsistent, limited, or no Board oversight during these months and other
months where there were observed problems with the Checklist. This procedure and the Checklist was
the most critical control to ensure SWNI financials were accurate so the board could rely on reporting
that was generated by SWNI staff.




Fiscal Policies

Another control over financials was the Fiscal Policies, which appeared to also have been reviewed by
the Board during the March 2011 retreat. The Fiscal Policies were first put in place on October 26, 2011,
which was one-year after the theft by embezzlement was reported to police in October 2010. SWNI
appeared to have last revised the Fiscal Policies as of April 2012. Itis concerning that these policies have

not been updated over an eight-year period.

Riversgate

3612 SW Troy Street (Multnomah Village)

Administration Services Policy

};AL 1) |
Southwest Neighborhoods, Inc. (SWNI) SWNI Fiscal Administration Services Policy and Procedures
Policy Retreat
Saturday, March 26, 2011 Subject: Southwest Neighborhoods, Inc. (SWNI) Fiscal Effective Date:

October 26, 2011

Supersedes: n/a

(Parking is available)

Agenda

Revision Date:

_| 4/25/2012

2012

ccurred during the year

-, bagels, cream checse, and fresh fruit Approved by SWNI Board: October 26, 2011
Draft Revision April 19, 2012 Approved by SWNI Board April 25,

Page(s): 4

9:30 am SWNI Policy Review
« Financial Policy and Procedures
= SWNI Fiscal AgenuSponsorship Policy
+ Note: The SWNI Bylaw Committze is meeting 1o consider bylaws changes scheduled to be
brougit to the SWNI Board on April 27%,

SWNI Fiscal Sponsorship Policy and Instructions

Subject: Southwest Neighborhoods, Inc. (SWNI) Fiscal
Sponsorship Policy

Effective Date:
October 26, 2011

Supersedes:
October 26, 2011

Revision Date: April
25,2012

— = — -
Approved by SWNI Board: October 26, 2011

Page(s): 7

Draft Revision April 19. 2012 Approved by SWNI Board April 25,
2012

Additional Policies Affecting Financials

There were also other policies documented that affected financials that included the Policy on Public
Information Involvement Contracts (“Contract Policy”) that put in place at least November 19, 2008, and
does not appear to have been updated in 12-years, the Document Management Policy (“Document
Policy”) that seemed to be put in place on March 1, 2011, and Personnel Policy (“Personnel Policy”) that
looked to have been established at least by June 2008. The Document Policy has not been updated in
over nine-years, and the Personnel Policy has not been updated in over six-years. The failure to be
compliant with the approved policies, even though stale dated, resulted in internal control breakdowns

and dysfunctional monitoring activities.




Summary of Identified Red Flags

During information gathering, red flags were tracked to determine the extent of problems. The summary

of red flag problems should not be interpreted as the forensic auditor’s findings. The red flags detail the
problems that were raised during the information gathering, interviews, and in the examination of the
documents, which appeared to be worthy of consideration for forensic analysis, testing, or investigative
inquiry. The identified red flags of problems are illustrated below, in no order of importance:

Summary of Identified Red Flags

Problem Area Summary of Risks, Allegations, Grievances and Complaints

Culture problem/ e No turnover of executive staff after criminal embezzlement case

inequitable treatment while they were in charge

e Culture habitually/pathologically toxic

e Racial and social inequity and white privilege/supremacy

e QOvert/covert suppression/oppression of minority voices and
concerns

e Unwelcoming of minorities

e Marginalizing individuals

e Bullying/harassment

e Bias

e Personality conflicts

e Belittling

¢ Brushing off topics/ dismissing/ silencing

e Refusal/withdrawal to hold diversity training

e Racist planning of land use

e Manipulation and pressure coming from people in power and that
have influence

e Board members rotate positions, retain power, can serve many terms

e Aggressive posturing

e Pressuring/dissuading/intimidating whistleblowers

Not fulfilling mission/ e Non-adherence with Civic Life (ONI) Standards

purpose /function e Non-compliance with By-laws/Policies/other Board adopted
governing documents

e Dysfunctional/ineffective functionality of policies and procedures

e Limited support or engagement with BIPOC or other minorities or

small businesses in need




Lack of accountability/
oversight/ controls

Lack of transparency/
records/ retention

Not aligned with City goals and objectives for community funding
Paycheck Protection Program/COVID relief was cycled away from
the needs of the community/may have not needed COVID disruptio
funding

Community members requesting assistance receiving no support or
resources

Not honoring contractual obligations

No internal probe or investigation performed for
allegations/problems/concerns that were raised repeatedly

Failure to disclose final accounting and details of the fraud incident
to the entire Board or Civic Life (ONI)

=)

Voting inaccuracies/ voting may have been by a non-voting member

Obstruction of Board oversight and accountability duties

Lack of clearly defined metrics and goals and tracking

Abuse of authority and intimidation by Officers and others with
influence and powers

No financial statement audits / no financial statement reviews by an
accounting firm

Denial of records/delay and impeding records requested by parties
with seemingly legitimate authority to obtain records
Unreasonable cost to access/provide records

Non-compliance with record retention policy/document
management policy

Excuses and mistruths why records cannot be produced timely
Not retaining financial documentation/possibly destroyed records
Inaccurate and untimely meeting minutes/failed to correct minute
inaccuracies

Intentional omission of discussion, points of order, motions and
decisions from meeting minutes

Not capturing Executive Session minutes

Forced muting during online meetings

Not allowed to speak during meetings

Lack of advanced notice to meetings

Not adhering to posted agendas

Disregard for open meetings

Sources of funding for organizational reserves/restricted account
One person with access to the financial system




Financial irregularities/
suspicious financial
activity

Bounced paychecks

Paycheck Protection Program received during period where there
was already public funding/expenses budgeted/available for payroll
Paycheck Protection Program application with incorrect financial
information/filled out with personal information

Paycheck Protection Program employees were reassigned/didn’t
qualify for loan or debt forgiveness

Paycheck Protection Program grant commitments made to the
community that were/are unfulfilled

Forced/pressured to make a Board decision for Paycheck Protection
Program/improper time for review and consideration/rushed
decision

Failed motion to return Paycheck Protection Program money if
unused

Conflicting information about a budget shortfall/sufficient cash on
hand

Undisclosed credit cards and loans

Claims there have been a series of embezzlements

Obfuscation of source of funds or reason for spending
Under-recording or misrepresentation of revenue/donations

Waste of the funding on activities that are not relevant to the
organization mission/purpose

Board Officers conflicts of interest/financial conflicts/business
conflicts

Board Members mixing organizational and personal interests
Board Officers too heavily reliant on past Officers
knowledge/know-how/experience

Failure to properly account for restitution paid as a result of the past
fraud incident

Failure to return any portion of restitution paid to public funding
sources

Failure to recognize expenses invoiced for public funding would
have been wrongly inflated due to the past fraud incident

Pre-paid postage fund used as a slush fund




VI. Approach

Forensic Audit Team

Brandi Marsh, MS, CFE, CAMS, CFCI
Melissa Frick Minick, MS, CFE, CFCI

Referred to in this report collectively as: “Forensic Auditors,” “Auditors,” “Examiners”

Procedure

The forensic audit was conducted in four phases performed consecutively and simultaneously:

1. Planning and Information Gathering
2. Internal Controls Assessment and Red Flags
3. Financial Analysis and Forensic Testing (reference Standards section)
4. Evaluate Results and Report of Findings
Planning

Forensic auditors performed a pre-audit planning session to identify inherent risks for community and
neighborhood non-profits and district coalitions receiving public funding. Additionally, pre-audit
planning included a cursory review of the information found on the swni.org website.

Information Gathering

Information gathering occurred throughout the scope period (reference Scope) with extensive and

targeted information requested.

Forensic audit findings were derived from the information that was gathered during the examination,
which was collected from SWNI, Civic Life, the community, and publicly available sources. The
information consisted of records, files, documents, emails, and other data gathered during the forensic
audit, along with information garnered from interviews of current and former SWNI employees, Board
Members, and community members that have engaged with SWNI.

There were two formal Information Requests submitted to SWNI and one formal Follow-up Inquiry, in
addition to the records provided by other individuals. A summary of the information gathered includes,

but was not limited to:




e Collected and received over 3,553 documents and information packets totaling over 21 GB of data.

e Revenue and sources of income, including grant applications and contracts, donations and

contributions, receipt book, and Deposit Fiscal Tracking Sheets with images of bank deposits

e Financial records, financial system, financial accounts and checks

o

O

o

o

2011-2020 Yearly Financial summary packets for QuickBooks (“financial system”)
reconciliation reports and supporting data for the calendar year.

Umpqua Bank Credit Card statements, receipts/invoices and financial system
reconciliations

Checking account statements from Key Bank and Umpqua Bank for both the Operational
and Restricted accounts, with images of deposits, checks, invoices, Fiscal Tracking Sheets,
and financial system reconciliation summary

PayPal and Umpqua Square statements and transaction history, and financial system
reconciliation summary

Petty Cash receipt book and financial system reconciliation summary

Financial system export reports for the following class funds:

. Sales Receipts Transactions

. Sales Orders Transactions

. Refunds Transactions

. Received Payments Transactions

. Item List Transactions

. Invoice Transactions

. Customer List Transactions

. Credit Memos Transactions

. Credit Card Activities Transactions

. Checks Transactions

. Bills Transactions

. Bill Payments Transactions

. Vendor List

. Sales by Customer Details
Copies of voided checks

Donor letters for amounts contributed to neighborhood association, business association,
and SWNI Board contributions.

Grant invoiced expenses and reimbursements, supplies invoices, and change orders
Financial Review logs

Balance Sheet Previous Year Comparison reports

e Umpqua and KeyBank checking accounts Umpqua credit card signatory authorities

e Vendor contracts and agreements, including bids, estimates over $1,000, invoices and payments

e Community event records, advertisements, and performance reports




Payroll Protection Program (“PPP”) application for funds, loan forgiveness, and supporting

documentation

Storage Agreement and content list

Governance records, including signed Whistleblower and Retaliation forms and Conflicts of Interest
acknowledgement forms, list of previous grievances and investigations, and list of current and
former Treasurers and Bookkeepers

IRS Tax Returns and the 2011 IRS Audit information

Employee payroll records and stipend payments, mileage reimbursement records

Civic Life grant contracts, filed quarterly reports, financial statement itemized reimbursed expenses,
Budget and Actual reports, and funding requests

SWNI’s website www.swni.org

o Board and committee meeting minutes and video (digital) recordings, and supporting
meeting materials, such as financial reports, Officer and Committee reports
Articles of Incorporation
Equity Best Practices and Racial Equity Policy
Bylaws
Fiscal Administration Policy
Financial Management Policy
Personnel Policy
Document Retention Policy
Standing Committee Rules, Standing Committee Roles and Responsibilities
Staff Roles and Responsibilities
Operating Budgets
IRS 990 filings
o Newsletters
Other Board meeting materials, agendas, notes, and self-evaluation forms

O 0O O O O O O O o0 0 O

Restitution and repayment records and agreement, and insurance claim and declarations

Written statement explanation from SWNI Executive Director regarding declarations recorded in
police case #10-84189

Publicly available records, including the Portland Police Bureau Special Report for case #10-84189,
court records from PACER and OCJIN, and background information from TRACERS

Statements and other records provided from the community that included emails, documented
timelines, and other collected materials to support concerns, grievances, and allegations

Interviews with individuals that had firsthand knowledge and experience with SWNI

o 25 hours of interviews were performed



http://www.swni.org/

VI1I. Deliverables

Civic Life will receive one external device containing this Forensic Audit Findings Report, digital video,
and evidence scanned onsite at the Office of Civic Life at 4747 E. Burnside, Portland, Oregon 97215.

Thank you,

" Yo

Brandi Marsh, MS, CAMS, CFE, CFCI

Melissa Frick Minick, MS, CFE, CFCI

Marsh Minick, P.C.

Phone: 971-266-1846

Address: 17548 NW Springville Rd. #F17, Portland, OR 97229
Email: Info@MarshMinick.com

Website: www.MarshMinick.com

Disclaimer

Marsh Minick, P.C. is a Financial Crime Consultancy. The findings, analysis or recommendations offered in any report or
communication are consultative and instructive only. Marsh Minick, P.C. does not and cannot provide legal advice or legal
interpretation of the law or enforcement of laws. Marsh Minick, P.C. is not licensed or registered as a public accounting firm
and does not issue opinions on financial statements nor offer attestation services. Marsh Minick does not assume any
responsibility or liability for losses occasioned to one or others as a result of this report. Marsh Minick, P.C. is not subject to

disclose evidence, reports, work notes and work papers.




VII. Appendix

Internal Controls Integrated Framework

&' da” oo

Below is a visual diagram of the Framework components and principles for internal controls:

Objective Controls Controls Objective
identified designed in place achieved

RIS RuoNRTERIO 1 SNy

Control Environment
5 principles

Risk Assessment

4 principles

Control Activities
3 principles

Information and
Communication

3 principles

Maonitoring
2 principles

Control Environment

1. The oversight body and managemeant should demonstrate a
commitment to integrity and ethical values

2. The oversight body should oversee the entity's internal control
system.

3. Management should establish an organizational structure,
assign responsibility, and delegate authority to achieve the
entity's objectives.

4. Management should demonstrate a commitment to recruit,
develop, and retain competant individuals.

5. Management should evaluate performance and hold
individuals accountable for their internal control responzibilities.

Risk Assessment

6. Management should define objectives clearly to enable the
identification of risks and define risk tolerances.

7. Management should identify, analyze, and respond to risks
related to achieving the defined objectives

B. Management should consider the potential for fraud when
identifying, analyzing, and responding to risks.

9. Management should identify, analyze, and respond to
significant changes that could impact the internal control system.

Control Activities

10. Management should design control activities to achieve
ohjectives and respond to risks.

11. Management should design the entity’s information system
and related control activities to achieve objectives and respond
to risks.

12. Management should implement control activities through
policies,

Information and Communication

13. Management should use quality information to achieve the
entity’s objectives.

14. Management should internally communicate the necessary
quality information to achieve the entity's objectives.

15. Management should externally communicate the necessary
guality information to achieve the entity's objectives.

Monitoring

16. Management should establish and operate monitoring
activities to monitor the internal control system and evaluate the
resulis.

17. Management should remediate identified intermal control
deficiencies on a timely basis.




First Information Requested from SWNI — September 18, 2020

Information about all SWNI incomes sources besides City of Portland Office of Civic Life,
1 including donations, fundraising, grants, sales, and any other income sources. Please
disclose the following —

e Any income sources not reported on the IRS 990

¢ Acknowledgement of donations and contributions (cash, check, item or service)

¢ Grant application, spending reports and supporting information

Provide Deposit Fiscal Tracking Sheet, bank deposit receipts, deposit slips, copies of

2 checks deposited, and the Receipt Book.
Financial Records - Bank/Financial Accounts and Checks

3 Provide a chart of accounts and any special accounting codes for the financial system.

4 QuickBooks and any other Financial System export of all financial accounts and all
transactions in an Excel or CSV file.

5 Provide a list of all bank accounts and their purposes.

6 Bank statements including cleared check images.

7 Provide investment account statements.

8 Umpqgua Bank credit card statements.

9 American Express statements.

10 Other credit card statements.

11 Provide money transmission account statements such as virtual currency or exchange like
PayPal, Square, Venmo, Zelle, Cash App, Bitcoin, Virtual Wallet or other platform.

12 Voided deposits or checks, or reversals of transactions, along with any explanation that
was documented or supporting information.

13 Provide information about the Paycheck Protection Program (PPP) application, loan award,

including PPP spending reports and supporting information for PPP spending

Information about any loans, trade lines and credit cards used to pay SWNI expenses,
14 creditors or debts. Please disclose the following —

e Lender name

e Amount of loan

e Date loan originated

¢ Date loan matures

e Interest rate

e Statements of charges and payment history

e Personal or business loan

e Personal or business trade line/credit card account




Provide Electronic Banking Fiscal Tracking Sheets for online bill payments and fund

15
transfers.

16 Provide Merchant Accounts/On-Line Contributions notifications and Fiscal Tracking Sheets.

17 Provide financial ledgers for all accounts and transactions that may be occurring outside of
the financial system.

18 Provide any supporting information that evidences approvals and justification of
contingency fund or other sundry like expenses.
Signature Log and names of all current and former bank account signers, debit card

19 holders, and credit card holders and users, including dates of when added or removed and
Debit/Credit Card Member Agreements.

20 Petty cash report and supporting information.

Vendors

21 Provide a master vendor list including vendor names and addresses.

22 Provide bids and evaluation forms for items and services costing in excess of $1,000.
23 Provide copies of contracts and change orders.

24 Provide copies of storage locker agreement and contents.

Governance
“Annual Questionnaires” for Conflicts of Interest and Executive Compensation Policy

31

25 Disclose and Acknowledgement Statement for all SWNI Officers, Directors, Committee
Chairs and Employees (signed).

26 Conflicts of Interest Acknowledgement Forms since adoption (signed).

27 Whistleblower and Retaliation Acknowledgement Forms since adoption (signed).

28 Standards of Conduct and Ethics Acknowledgement Forms since adoption (signed).

29 Provide information about any grievances or allegations of misconduct, fraud, theft or
unethical activity by any person part of the SWNI organization

30 Provide the names of current and former SWNI Treasurers, including interim Treasurers if

there were any.
Taxes and Financial Statements

Provide the 2019 IRS tax return.

32

33

Provide the audited financial statements, report and accompanying supplemental.
Payroll

Provide payroll, stipend, advance, and bonuses for all people that have been paid.

Financial Management
Provide Executive Director notifications to the Treasurer or President upon the discovery of

34
variances in the overall approved budget.
Provide Fiscal Tracking Sheets for all check disbursements and purchases, including
35 advanced authorizations, accompanying invoices, bills, and other supporting information

reqgarding the request for a check or purchase.




Provide expense reimbursement reports, advanced authorization, receipts and other
supporting information accompanying the expense or travel that was reimbursed.

36

Provide declarations for insurance against theft and claims made that were paid or denied

37 for theft or other fraud or financial loss.

38 Provide information about restitution and repayment of theft and/or fraud incidents.
39 Provide a list of fixed assets, including vehicles, equipment and technology.

40 Provide the names of current and former bookkeepers internal and external to SWNI.
41 Provide information about the periodic review of check files and financial transactions.




Second Information Requested from SWNI- October 22, 2020

Requested Information — Round 2

1 Accounting firm quote, proposal or bid for professional services on the 990 Tax Return

November 2011 and December 2011: Balance sheet, previous year-end comparison
report, and Restricted Funds Tracking sheet

Bank Statement packet for July, August and September 2020 (including bank statement,
3 reconciliation, fiscal/disbursement tracking sheets, and supporting records for deposits and
expenses)

4 2020-2021 West Multnomah Soil and Water Conservation (WMSWCD) contract

Detailed financial report that itemizes SWNI expenses that were invoiced to the City of
Portland for fiscal years 2011 to current date 2020 incidents.

Written explanation about the origination and uses for SWNI's float of restricted funds
(approx. ~$10,000) from 2010 to 2020. Also provide documentation of

e Research that was conducted by SWNI to determine the source of funding for the

6 float of the restricted financial balances

e Supporting documentation for the expenses/when the float was leveraged as a
buffer for restricted financial balances

e Supporting documentation of any approvals for the use or disbursement of float
funds




PPP Transactions Corresponding to Debt Forgiveness

Application (Page 1 of 2)

Southwest Neighborhoods, Inc. (SWNI)

24 PM
onr31120 PPP Transaction Detail By Account
Accrual Bosls May through August 2020
Type Date Num Name Mamo Class Amount Balance
Umprua PPP Fees & Charges
Goneal Joumal 08302020 20-06-13 Glty af Porfland, Oregon Adjust May Rent from SWNI to PPP PPP 20-21 538.73 530,73
Generl Journal 08130/2020 20-08-13 City of Porlland, Cregon Adjust Juna Renl from SWN( lo PPP PPP 2021 024,36 1,481.00
General Journal 08/30/2020 20-08-13 Clty of Poriland, Oregon Adjust May Copler fram SWHNI 1o PPP PPP 20-21 233.94 1,605.03
Geneml Joumnal 0813002020 20.08-13 City of Porlland, Cregon Adjust Juna Copler from SWNI to PPP PPP 20-21 410,98 2,106.99
Genpril Joumal 08/20/2020 20.08-13 City af Portland, Cregon Adjust July Copler from SWHI to PPP PPRP 20-21 410.98 2,610.08
Tolal Umpqua PPP Foes & Chages 2,510.95 2,516.95 L ;1(3
Equipmaent Rental/Lonse
Bl 07124/2020 35050008 [+1 Rigoh Copler, August 2020, inv, #35350068 PPP 2021 410.98 410.98
Tolnl Equipment RentallLonse 410,96 410,98 L”T g
Payroll - Banofits
an 07124/2020 1241242 Kalser Faundation Health Plan August 2020 Health Insuranco Premium (2) PPP 2021 1,002.00 1,082.00
ai 0712412020 1241342 Kalser Foundation Health Plan August 2020 Hanlth Insurance Premium (1) PPP 20-21 531.00 1,603.00
Tolol Payroll - Benafils 1,593.00 1,93.00 C«) /
Payroll - Gross Wages £
General Joumnal 071152020 20-07-03 SWNI Payroll - 371 1o 7/18/2020 PPP 20-21 8,991,687 8,991.87
Gonwral Jounal 071182020 20.07-03 BES Payrol - 71 to T15/2020 PPP 20-21 2,086.75 11,050.42
General Journal 071152020 20.07-03 WRC Paymll - 7M1 lo THE/2020 PPP 20-21 §40.00 11,500.42
Ganerl Jounal 07115/2020 20.07-03 Daf Gamnp SWHNI - 7/1 o 7/16/2020 PPP 20-21 161,00 11,760.41
07/15/2020 20-07-03 Daf Comp BES ~ 7/1 to 7152020 PPP 20-21 100.00 11,860.41
0713112020 20-07-00 SWHNI Payroll - 7/18 1o 7/31/2020 PPP 20-21 0,443.69 21,2410
0713112020 20-07-08 BES Payrol - 7118 to 7/31/2020 PPP 20-21 2,008,756 23,240.85
0713112020 20-07-00 WRC Payroll = 716 Lo 7/1/2020 PPP 20-21 540.00 23,900.45
Goneral Journal 07134/2020 20-07-08 D&t Comp SWHNI-- 7/18 to 1/31/2020 PPP 20-21 181.26 24,082,114
General Journal 07/31/2020 20.07-00 Dof Comp BES = 7718 1o T/31/2020 PPP 20.21 100,00 24,1621
Generl Jounal 08/16/2020 20-08-03 SWNI Payroll = 8/1 1o 8/16/2020 PPP 20-21 8,313.98 32,470,009
General Joumal 08/15/2020 20-08-03 BES Payrol — 811 to 8/15/2020 PPP 20-21 1,426.00 34,302.09
General Journal 08/18/2020 20-08-03 WRC Payroll = 8/1 lo 8/16/2020 PPP 20-21 1,309.50 35011.49
Generl Jourmal 08/156/2020 20-08-03 Dl Comp SWHI -« B/1 1o 8152020 PPP 20-21 142,72 35,764.31
General Journal 0811612020 20-08-03 Def Comp BES = 8/1 1o 8/16/2020 PPP 20-21 100,00 35,054.31
Genoral Joumal 0873112020 20-08-04 SWNI Payroll - B/18 o 4/31/2020 PPP 20-21 10,184.20 46,000,51
General Joumal 0813172020 20-08-04 BES Payrol - 816 to 821/2020 PPP 20-21 4,375.81 50,414,32
0813172020 20-08-04 WRC Payroll - 8186 to 8/1/2020 PPP 20-21 2,160,00 5287492
08/31/2020 20-08-04 Dal Comp SWNI - 8/18 to 0/31/2020 PPP 20-21 151.99 52,728.31
General Jounal 0813112020 20-08-04 Def Comp BES ~ 8/14 1o 8/31/2020 PPP 20-21 100,00 52,026.39
General Joumal 08/31/2020 20-08-07 SWNI Payroll - 818 o 8/31/2020 (Vacallon buyou) PPP 20-21 4,302.70 57,219,01
Tetnl Payroll - Gross Woges §7,219.01 sraimon ime [
Payrall - Retiremant
Generl Joumal 08/31/2020 20-08-07 | July-August Payroll Employar Contribulion PPP 20-21 24915 240,15
General Jounal 08/31/2020 20-08-07 1 JulyAugus! Pavioll Employer Conlribullon PPP 20.21 180.24 400.39
General Joumal 0873172020 20-08-07 e July-August Payroll Employer Contribulion PPP 20-21 8598 496,37
General Journal 08/31/2020 20-08-07 July-August Payroll Employer Conirbution PPP 20:21 8534 580,71
Goneral Joumal 08/31/2020 20-0007 July-Augus! Fayrell Employer Contribulion PPP 20-21 26,98 507,09
General Jounal 08/31/2020 20-08407 July-August Payrall Employer Contribution PPP 20-21 183,20 T50.89
General Joumal 08/31/2020 20-0807 4 July-August Payrell Employer Contiibulion PPP 20-21 214.72 986,01
Generl Jourmnal 83172020 200807 ] July-August Paymll Employer Centribution PPP 20-21 90,99 1,058,060
General Joumal 08/31/2020 20-08-07 | August Vacatlon Buyout Paymll Empleyer Contrbution PPP 20-21 87.85 1,144 45
Tetal Payrall - Retiemant 114445 iasas Ly |




PPP Transactions Corresponding to Debt Forgiveness

Application (Page 2 or 2)

Southwest Neighborhoods, Inc, (SWNI)

2131 PM
oanize PPP Transaction Detail By Account
Accrual Basls May through August 2020
Typs Date Num Namo Memao Class Amount Balanca
Payroll - Tax Expansa
Genaral Jourmal D/ 152020 20-07-03 BUUN| Payroll Taxes = 7/1 1o #/15/2020 PPP20-21 204.85 204,05
Genaral Joumal DH152020 20-07-03 BES Payrol Taxes - 7/1 1o 7/15/2020 PPP 20-21 48.47 253.12
Genaral Joumal O7/15/2020 20-07-03 WRE Payroll Taxes - 7/1 to 715/2020 PPP 20-21 12.40 206.22
Genoral Joumal 0743112020 20-07-08 SWN| Payroil Taxes = 7/16 (o 7/31/2020 PPP 20-21 176.18 440.40
Genaral Jounal 07/3172020 20-07-00 BES Payroll Taxes - 7/18 to 732020 PPP 20-21 48,51 480.08
Gonoral Journal 07/31/2020 20-07-08 WRC Payroll Taxes - 7/16 Io 7/31/2020 PPP 2021 12.10 501.08
Genaral Journal DBAS2020 20-08-03 SWNI Payroll Taxes - 8/1 (o 8152020 PPP 20-21 124.80 626.95
Gonoral Journal OB/1542020 20-00-03 BES Payrol Taxes - 8/ lo 8/15/2020 PPP 20-21 43,18 608.11
General Journal DB/52020 20-08-03 WRC Payroll Taxes - &1 to 8/16/2020 PPP 20-21 20,34 Ge8.45
Ganoral Jaurnal 0B/31/2020 20-08-04 SWNI Payroll Taxes — 8/16 to 83172020 PPP 20-21 150,32 848.77
Ganaral Journal OB/31/2020 20-08-04 BES Payroll Taxns — 8/18 10 &731/2020 PPP 20-21 90.38 248.13
Ganoral Journal 0B/31/2020 20-08-04 WHC Payroll Taxas - 8/18 o 8/31/2020 PPP 20-21 40,40 aue.53
Gonaral Journal 0B/31/2020 20-08-07 SWNI Payroll Taxos - 8/16 to 83172020 (Vacalion buyout) PPP 20-21 0.00 486.53
Total Payroll - Tax Exponso 96,53 68,53
Rani
Ganeral Joumal 07/01/2020 20-07-01 Clty of Porlland, Oregon July 2020 Lease PPP 20-21 031.88 31,68
Ganeral Journal 07012020 20-07-01 Clty of Pantiand, Orsgon July 2020 Lease — Extra Slorge PPP 20-21 25,08 850,70
Ganeral Journal 08/01/2020 20-08-01 Clty of Perland, Oragon Augus! 2020 Lease PPP 20-21 931.85 1,888,358
Ganeral Journal 08/1/2020 20-08-01 Clty of Partland, Oregen Augus! 2020 Loase -« Exira Slorage PPP 20-21 28.08 1,81340
Tatal Rent 1.013.40 1,813.40
Storagoe for SWNI Equipment
General Joumal 07/01/2020 20-07-02 Exira Spacy Slorago July 2020 Ront ~ Locker #2032 PPP 20-21 191.00 181.00
Ganaral Journal oe//2020 20-08-02 Exira Space Slorage August 2020 Reni = Locker #2032 PPP 20-21 101.00 262,00
Talal Storage for SWNI Equipment 382.00 262.00
Talephone
Bl 07/20/2020 10360558 CITY OF PORTLAND July 2020 Telephone, Inv. #10340268 PPP 20-21 110,87 110.97
Bl 07/20/2020 10350558 CITY OF PORTLAND July 2020 Telephone, BES, Inv. #10340208 PPP 20-21 35.00 145.97
Bl 08/28/2020 MBPCXELS  CITY OF PORTLAND August 2020 Talaphene, [nv. #10353048 PPP 20-21 11.81 26778
Bl 08/26/2020 MBPCXEL3 CITY OF PORTLAND August 2020 Telephene, BES, Inv. #10253048 PPP 20-21 35,00 202.78
Tolal Telephone 202,78 292.718
TOTAL Line 5 6,469.08 18,400.08
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Contract Actuals Year over Year Comparison

ONlfCivicLife Contract Actuals — & ' 50132014 Actuals 20142015  Accuals 20152016 0 CMOM9EfOm s 20162007 O CMAngefrom o lso017.2018 O OMANGEfiOMm . ksooiggpg o ChOngefrom o is20102020 ¢ Change from
Fund Account 14/15 10 15/16 15/16 to 16/17 16/17 to 17/18 17/18 to 18/19 18/19 t0 19/20
Gross Wages S 16915670 S 17321863 | § 192,327.57 11.052%| 5 19468923 1.228%| 5 206,888.57 6.266%| 5 209,874.38 1.443%] 3 212,897.90 1.441%
Payroll Tax Expenses 5 15777.29 | § 16,436.23 | § 19,090.92 16.151%) 5 20,502.18 7.392%| 5 18,646.59 5.051%] § 19,497.53 2562%| S 20,405.08 4655%
Benefits s 524106 S 527918 | § 5,500.45 3.524%| S 11,802.69 81.567%| 5 13,183.16 11.696% | 5 12,177.06 7.632%| 5 12,532.02 2.915%
Retirement 5 3,398.43 ] § 347912 5 3,841.44 10414%] S 3,839.59 -0.045%| 5 413763 7.762% | 5 4197.59 1.2493] 3 4,258.15 1443%
Total Employees s 19457438] s 199,413.16 | 5 221,760.39 s 230,833.69 s 242,856.25 s 245746.56 s 250,093.15

Bank Service Charge

Education/Training

167.22

Total Materials & Sves.

5 73.564.62 | 5 75,697.84 | 5 59,402.61

-21.527%

58,764.31

-1.075%

Electronic Communication s 2,15956 | 5 210012 $ 1,955.58 -7.280%| $ 862.35 -55903% 5 98.80 14663% 5 77075 -22052%| 5 296.27 -61.561%
Ins. D&Q, Liab, Theft, Vol 5 9,90L.00 | $ 11,564.00 | 5 10,305.00 -10.857% | § 10,287.00 -0.175%] 5 10,517.00 2.238%| 5 10,742.00 21395 5 10,538.51 -1.894%
Ins. Worker's Comp s 57258 5 30034 [ 5 369.02 19203%| 5 419.03 13552%] 5 40831 2558% ] 5 47954 51903 5 47967 11671%
Payroll Services 5 1,259.60 | $ 142074 [ 5 1,577.98 11.067%] 5 1,656.54 q079%] 5 1,750.04 5644% | 5 1,720.34 -1697%]| § 1,653.54 -3.833%
Postage & Delivery s 30,614.02 | 5 2855128 | 5 2,825.00 -30.105%] 5 4,255 22 50622%] 5 7,047.00 B 3,448 01 B 2,717.24
Printing - Neighborhood 5 389798 | 5 312741 $ 4,096 87 59 777%
Printing - Newspaper s 2435987 | 5 2474423 | 5 27,472.86 11.027%] 5 28,158.85 2.497%
Prof Fees - Other s 800.00 | § 2,043.00 | $ 4,667.00 128.439%] 5 5,118.00 9.664%
Rent 5 2,527.50 100.000%] s 174224 -31.069%
Small Equipment/Software 5 1,130.92 100.000% -100.000%
SWINI Equipment Storage s 1,812.00 100.000%
Subscriptions/Memberships -8.451%| 5 261.69 -19.480% -100.000%
Supplies 100.000%] 5 1,733.52 -27.185%
Telephone -100.000%| $ 1,313.85 100.000%
Travel -100.000%] § 13.00 100.000% -100.000%

s

5 56,298.75 -4.196% | § 51,667.49 -8.226%| § 47,320.55 -8.413%

Total--Main Grant 5 268,139.00 | § 275,111.00 | § 281,163.00 2.200%] § 289,598.00 3.000%] § 299,155.00 3.300% | § 297,414.00 -0.582%| § 297,414.00 0.000%
ONIfCivic Life Grant Amount (from
Budget) $ 268,135.00 | & 28578700 | § 291 ,839.00 2118%] & 300,594.00 3.000%| 310,514.00 3.300% | 29741400 -4.219%| 5 297,414.00 0.000%




Association Restricted Funds Chart Month over Month Comparison

30-Jun-13

F1-Jul-13

ce

30-Aug-139

Difference
ul

and Aug

30-Sep-13

Difference

Aug and Sept

F1-0Oer-13

Difference
Sept and Oct

30-Nov-13

Difference
Oct and Nor

31-Dec-13

ence o5 Fep-zo DHTEIENC 31 mo,pp Di

rence 30 pn-20 Difference 31-May-20 o

Feb and Mar

Difference

30-Jun-20

I e Mar and Apr pr and May
RS-Restricted Interest s 100.65 10065 $ 0131 066 $ 01396 % 0.65 % 0270 % 074 % 0341 % 0.7 % 0415 % 074 & 104.15 $  I0565|% 150 % 0642|3 077|$ 0RE2|#  0B0| %  W0s04|%  O82|#  W08E3]# 073
RS-Board +  10,377.57 037757 & 1037757 $  10,377.57 $ 1037757 $ 1037757 037757 W $ 1037757 $ 10.377.57 $ 10,377.57 % 10.377.57 $ 10.377.57
RS5-ACHA Community Events $ 210585 & 190585 %  (200.00) $ 278298 ¢ G773 ¢ Zgoeds % 00.00 % 255298 $ 280298 $  Z@6eds $2,862.95 % zd03.26| $ =2030| % 2,903.25 % 730328 % 290528 % 290528
RS-ANA General $ 140302 & 140312 3 1426702 ¢ 23.00 % 1426.12 142612 $ 147612 & 143302 % 1500 # 145012 ¢ 00| $  1450.12 $ 14Tz 2l00[s  l4viie 3 147112 $ 147112
RS-AMACommunity Eldg. &Safery $ 56144 $  1598.89 % 7345 $ 136600 $ (23073 3 147600 % 0790 % 169100 % ZI500 %  179r98 3 0655 %  Zv60.08 % 95200 $2,32500| % 979z|$ Z37600| ¢ S0.00|$ Z.576.00 % 30z500)% S000|% 98646 # (204154 $  J86.46
RS-ANA AshCrest CEP $ 1778.26 & 1.7:8.26 4 1776.26 +  1776.26 $  1776.26 +  1778.26 & 1778.26 $1,775.25 % 1.778.26 % 1.775.26 % 177526 4 1778.26 $ 1.778.26
RS-SwhlPatty Lee Project $ 3076 % 3Ii06 EERTAL 3 avis FERAT $ Sk ¥ 3.2E7.06_% S0.00 $ 322706 ¥ 322776 % 322716 3 322706 % 322706 % 322716
RS-BNA Community Everts $ 316793 ¢ 234793 ¢ (Ge00d # 217004 $ (fvrew $  2fr0.04 4 2170.04 217004 & 2,170.04 $ 2,170.04 $  2,170.04 $ 2135.04 ¢ 2500)% 213504 4 2.135.04 $ 2,195.04
R5-CIA Community Event= 3 045 % 0.45 3 4045 % 4000 % 40,45 B 40,45 3 40.45 [ 40,45 §_ 4045 3 40.45 § 4045 $ 4045 3 4045 § 4045
RS-CMA Dickinson Park Playgrind | $ T.377.37 & 7.377.37 4 T.37T.37 737737 7137737 737737 $ TITAT $7.377.37 $ 737037 $ 7.377.37 % T370.37 4 737737 $ 737737
RS-CMAFriendz of Woods Park 3 9,154.99 & 9,154.94 3 9154.94 % 9,154.94 $ 915494 % 9154.54 #  W0654.94 % 500,00 #eekanes $_10,654.94  10,654.94 $ 10,654.94 $ 10,654.94 # 10,654.94
RS-Taylor Waods $ 470000 % 4,700.00 4 4.700.00 4 4,700.00 4 4.700.00 4 4,700.00 $  4.700.00 $4,700.00 $  4.700.00 $ 4,700.00 4 4,700.00 4 4,700.00 $ 4,700,000
RS-CWHA General $ 9535 § 315.95 3 95344 % 7343 $  So04d §  (939.00) $ 26320 $  (2ored) 3 263.20 B 33260 % 5345 & 20265|% (o000f$  262ve|®  E00]$  262TE % 26278 % 26278 EAED BN
RS-CWMA Nature & Science Serig] BT EEE E E R R
RS-FSHA General $ 33961 $ 33961 $ 33361 3 33961 $ 33961 3 333.61 $ 33361 $ 33961 $  a3961 $ 35061 $ 33961 3 33961 § 33961
RS-HANA General $ 39774 & 43774 ¢ 0000 $ 43774 % [E0.00] $ 1043774 & 1000000 & 1043774 $ 1045774 043774 R $ 1043774 $ 10.437.74 $ 1043774 4 10.437.74 $ 10.437.74
RS-HANA Sign Topper Project 3 1.204.92 & 1,204.92 3 125492 ¢ S0.00 $  1254.92 $ 175492 $ 125492 $ 1273.07_§ 7415 $ basr4|$ (6d5aa| $ Badrd % B3a.04 3 63374 3 Baaid $  Baaid
RS-HOMA Gereral $  TI0.86 54656 $ (o250 # 54656 §  Gda3E § 96636 % 51500 ¢  S89.25 & (2vr0) & BSE.76 % 3750 & B86.76 % B86.76 $  B86.75 $  Bo6.db % Bo6TB $  Bo6TB
RS-HOMA Sign Caps $ 9000 % 30.00 3 30.00 3 30.00 B 30,00 3 30.00 ¥ 30.00 $_s000 3 30.00 $_ 90.00 $ 5000 $ o000 $ o000
RS-MANA Gereral $ 292337 & 2.923.37 4 2592337 292337 % 252337 292337 IR $2,923.37 $ 292337 $ 2,923.37 $ 292337 4 292337 $ 292337
RS-MANA Community Events % 1338.59 &  1396.07 % 945 % 135462 3 655 % 105462 B 65133 $ ({0324 $ 705498 § 5415 % 33048 % [375.000 & 330.45 ¥ 33048 % 330.45 % 33048 $ 54045 $ 5045
RS-April Hil Park $ 545900 ¢ 546335 % 095 % 555795 ¢ 5500 ¢ 557296 % 507 $# 557295 001 $ 557295 $  GB70.45 & 97.50 $5.670.45 % G5.570.45 $ 5.670.45 $ 567045 4 557045 $ 557045
RS-MKMNA Community Events $ 105461 % 105361 3 95396 % [39.65] $  953.95 $ 95396 % - % 95396 ¥ 353,96 $1355.96| ¢ 400000 % 140275] %  dEEZ|# 140278 % 140278 % 14262z % 2544| % 142822
RS-MPTA Mat | Might Out § 34603 & 34609 3 13595 ¢ (50118 135,98 $ 195,95 ¢ R 135,98 B 135,98 $ 19595 $ 19593 $  195.95 § 19598 3 19598 § 19598
RS-MPA Sign Caps $  7ab54 ¥ boedd @ W640 % Goe.od $ 00294 % 20.00 ¢ 102453 3 12165 # 102453 ¥ 564.24 % [460.35] % 144414 $  rasn]s 144414 $ 144914 3 149414 F 149414 + 144414
RS-MPMA Marshall Park Playarnd | $ 5.552.68 & 5,552.68 3 555268 % 555268 $ 555268 % 555268 $  S552ES $5,552.65 $ 5.552.68 $ 5.552.68 4 555258 4 555258 $ 555268
RS-MUNA General $ 9763 ¢ 37.63 3 3763 B 37.63 B 3763 B 3763 ¥ 37.63 $ _arba B 3763 $ 9763 $  giba ¥ di6s $  di6a
RS-MUMA Commurity Events § 36225 % 36228 3 36228 ) § 36228 ) ¥ 362.28 § 36228 § 36228 §  362.28 § 36228 EEE) )
RS-MUNA Land Use $  o04.23 ¥ [96.59)_# [407112] % 6078 % 25ibr $  @Bedlz % Goacd $ 9517 % (Brooo) $ 34307 _§ 195.00 % 25572 ¢ 745 ¢ wWz05| % rEa6dl#  14vEs[ s 45E0]$  4vEs $ 546953] % 532165 ¢ SeEr021] s zonGE| ¢ 675395] % 10857
RS-MUMA MA Study Guide $ 100000 % _ 1.000.00 3 1.000.00 $ 100000 $_ 1.000.00 $ 1,000,000 $  [1.000.00)

RS-Friends Spring Garden Parlk__ $ 253255 % 2,502.55 4 253255 $ 253255 % 253255 $ 253255 ¥ 253255 $2,532.55 $ 254106]# 51| $ 254108 $ 254108 $ 254106 # 254106
RS-SEMA General $ 64785 % 74706 ¢ 0000 % 106141 % 31355 ¢ 86141 ¢ (200000 % 56141 $ 53342 % 32.01 % 533.42 § 89342 $  92584| %  Szd42|$ 92584 § 52584 % 96071 % 3487|9601
RS- SEMA Land Use Review Fund $ 1.286.06 %  1,286.06 4 1.286.06 $ 128606 % 1.286.06 $  1286.08 ¥ 1,286.05 1,286.05 % 1.286.06 + 1.286.05 $ 128608 % 1,.256.06 + 125606
RS-5PMA Community Events § 95013 & 350,18 3 35018 B 350.18 $ 35018 B 350,13 ¥ 350,18 £ 35018 § 95018 § 95018 $ 95018 % 95018 $ 95018
RS-SwHPL General-[CommEver $ 1639.93 #  1,699.43 % 157380 § 6563 $ 212130 % 54750 $ 122130 %  [900.00) $ 122130 ¥ 285105 % 1609.73 #288103] ¢  So00|$  S518103| $2300.00) ¢ 43%845] % (E6255)|$ 4.33548| ¢  2000(3% 433648 % 4,336.498
RS-SwHAL Old Orchard Trail $ 22500 § 22500 3 zen00 §  Zenn §  zenn §  zesin ¥ 225,00 £ 22500 B $ 225,00 3 2ol 3 zesn $ s
FiS-S%HPL Save Our Elms % 105000 %  1050.00 #  1050.00 $ 105000 % 1050.00 $ 105000

RS-SWHAL Council Crest $ 5373 §  G5aq3 % 553ys §  Goavis §  ooais N

RS-SwHRL Yista-SpringProject_ % 44100 % 441.00 B 441.00 B 41,00 $ 441.00 B 4,00 & 421,00 $ 44100 $ 44100 $  441.00 $ 4400 $ 400 $ 4400
RS- WPPMNA Gereral $  aes7l 36571 3 40358 % 3757 & 40353 $ 40358 $ 40353 ¥ 403.58 £ d0358 | [+ d4m:55[¢ ovarls 43155 | EEEE | | B | R |
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Chloe Eudaly,
Commissioner

Suk Rhee,
Director

City Hall

1221 SW Avenue,
Room 110

Portland, OR 97204
Phone: 503-823-4519

portlandoregon.gov/civic

The City of Portland
iscommitted to
providing meaningful
access. To request
translation,
interpretation,
modifications,
accommodations,

or other auxiliary aids
or services, contact
503-823-4000,
Relay: 711.

Traduccién o interpretacion

Traducere sau Interpretare
C_Hiyé’n Ng{ hodc Phién Dich
['I—wfbmosmﬂ abo ycHuiA nepeknag
i) 5l 4y 5y jal) A il
R %

TR E = r@ER

navcdwaga §i naugsRuae

[lncemeHHbIM MK YCTHBIM NepeBog

Turjumida ama Fasiraadda

() 503-823-4000

August 17, 2020
Via email

Dear Neighborhood Associations, Business Districts and Small-Grant
recipients receiving City-contracted services through Southwest
Neighborhoods, Inc.:

On July 9, 2020, City Council adopted Ordinance 190044 (attached) that
stipulated that “Funding for Southwest Neighborhoods, Inc. (SWNI) (for FY
2020-2021) will return to Council for consideration upon the completion of a
forensic audit.”

This letter is to assure your groups of the continuing benefits provided by the
Office of Community & Civic Life (Civic Life) and the City of Portland during
this interim period.

We are working to expedite the steps required to secure a qualified audit
firm through the City’s procurement process. In the interim, we assure
groups that the benefits of recognition and other services will continue to be
maintained:

e  Neighborhood associations and business districts continue to be named
in the bureau directory, which is used by the City for public outreach.

e Neighborhood associations and business districts continue to be placed
on official maps and City information relating to neighborhood affairs.

e Notices by City agencies (as required in City Code) will continue to be
delivered to neighborhood associations.

e  Support services and program offerings from the Office of Community &
Civic Life’s Community Safety, Constructing Civic Dialogues, Noise, Graffiti
Removal, Liquor Licensing, Cannabis Licensing, Cannabis grantmaking,
Census 2020 and all other programs will continue to be delivered to
neighbors in Southwest Portland.

e  Additional services that community groups require can be requested
and the Office will work to deliver as many services as possible.

SWNI services funded by Civic Life in fiscal year 2019-2020 (July 1, 2019
through June 30, 2020) will continue to remain in effect. These include but
are not limited to:

e Insurance for neighborhood associations (paid for in June 2020 for
coverage period of July 1, 2020 through June 30, 2021).
e  Small grants awarded in FY 19-20 that will take place in FY 20-21.
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While the Office of Community & Civic Life is SWNI’s largest funder, SWNI is an independent nonprofit
501c3 organization. SWNI continues to pursue its mission (to) empower(s) citizen action to improve
and maintain the livability of Southwest neighborhoods and works to serve its communities. We
respect SWNI functions that are not related to the City contract and will not attempt to provide those
services that they feel are unique to their mission and purpose. Because SWNI functions have been
significantly funded by the City for more than 41 years, we will look to SWNI to provide guidance on
how to do this.

Using the proposed July 2020-June 2021 workplan submitted by SWNI to Civic Life in June as a guide,
Civic Life will not be involved in SWNI’s newsletter, website or social media channels, provision of video
meeting tools, or the Community Engagement Allocation Program.

We look forward to working with SWNI’s board of directors (and/or their designees) to expedite this
process as quickly as possible. Thank you for your understanding. If you have additional questions,
please do not hesitate to contact me at suk.rhee@portlandoregon.gov, Shuk Arifdjanov, Civic
Engagement Coordinator at Shuk.Arifdjanov@portlandoregon.gov, or Andrea Williams, Partnerships
Manager at Andrea.Williams@portlandoregon.gov.

Sincerely,

<&

Suk Rhee
Director



Exhibit C

Southwest Neighborhoods, Inc
DRAFT Scope of Work: July 1, 2020 to June 20, 2020

F

Activities already conducted by Community & Civic Life

Briefly describe the Project/Program:

Southwest Neighborhoods, Inc.’s (SWNI) mission is to empower civic action to improve and maintain the
livability of southwest neighborhoods. SWNI strengthens our community’s capacity to respond to public
policy livability issues and to advocate for community interests by facilitating communications and
encouraging collaborative activities in and between the people and neighborhoods in Southwest Portland. Our
mission this year will be tempered by the Resilience Resolution adopted by the Portland City Council. Our
primary programs have been developed with a goal of creating inclusive structures with adaptive
governance strategies that contribute to fulfilled and empowered Portlanders. We do this with community
trainings/events, fiscal sponsorships, our small grant and Community Engagement Allocation Program,;
monthly newspaper; online newsletter, social media presence, providing accessible and affordable
meeting/event space, and community organizational support/capacity building. In addition, the coalition
has seven active committees addressing issues of: equity & inclusion, land use, parks & community
centers, public safety, schools, transportation, and watersheds. All this work is done through a lens of
diversity, equity, inclusion and access.

List the activities to be completed Fiscal Year2020-21:

1. SW News newspaper:
Publish our annual all-household mailing — The July 2020 newspaper edition (16 pages) will be
mailed to all households within coalition boundaries inviting all neighbors to become informed and
involved in their neighborhood associations and other community-based organizations, which serve
our area. The special outreach effort is made each year in July and reaches approximately 34,000
households in SW Portland, supporting a broad range of partnerships, community groups and
residents.
Monthly distribution of SW News — Our regular 16-page monthly newspaper has a distribution
of about 9,200 homes (August 2020 — June 2021).
Monthly distribution of electronic SW News- Distribute electronic newsletter monthly to about 795
homes, which announces when our monthly newspaper has been posted to our website and highlights
coalition and partner activities and events. SWNI will work to increase accessibility of articles through
multimedia storytelling.
In response to the COVID-19 crisis, our organization partnered with the other Neighborhood
Coalitions in Portland in mid-April 2020 to quickly create a comprehensive, multilingual, COVID-19
Resource Guide that was mailed to almost every home in the Portland area. Our newspaper, SW News,
will continue to utilize information gleaned from Multnomah County, the State of Oregon and multiple
social service agencies, to disseminate vital information to all Portlanders in this time of crisis. Per
Portland’s Equity Toolkit for COVID-19 Relief and Recovery, it is critical to provide resource
information in format/platforms (such as printed material) that facilitate meaningful access.

3. Website: The SWNI coalition website, swni.org, includes coalition-wide content and separate
webpages for each of our 17 neighborhood associations. The website also features the COVID-19
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Resource Guide, coalition events and information regarding City projects in our area.

E-Newsletter and Social Media Accounts: SWNI maintains a social media presence.
Additionally, we help SW neighborhood associations manage their MailChimp email marketing
and Facebook social media accounts.

F

7.

*®
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Equipment Loan: Neighborhood associations can reserve SWNI equipment for use at their
meetings and events. Equipment includes: overhead projector, laptop, audio recorder, portable
whiteboard, event-related supplies, and video equipment for live streaming meetings or production
of neighborhood videos. Video equipment for live streaming community meetings helps address
barriers to access for interested individuals that may not be able to physically attend a meeting.

Fiscal Sponsorship Services — Currently SWNI maintains approximately 40 Fiscal sponsorship
accounts. SWNI allows neighborhood associations use of 501(c)(3) tax- exempt status for
donations. SWNI provides monthly balance and transaction

detail reports, an online fundraising platform and assists with collection of credit card donations at
events.

SWNI also loans out event equipment and

supplies and arranges for event space at Multnomah Arts Center or other venue options. SWNI
usually hosts 35 to 45 events in a year. Due to COVID-19 we are uncertain if some of our usual
events will take place.

Coalition Events planned for FY 20-21 include:

e Candidates Information Forum fall 2020 — Invite all candidates running for Portland City
Council to meet with residents to discuss Portland issues. SWNI conducted a survey (both
online and through paper distribution) on top issues and concerns. A neutral facilitator was
secured. Professor Clucas will emcee the event. Information on voter registration will be
provided.

e  SWNI Information Forums
Fall 2020 — Spring 2021: The SWNI Coalition anticipates hosting several information forums
related to: Portland’s Planning Proposals, Southwest Corridor Plan, Transportation Projects,
Emergency Preparedness, Stormwater, etc. (see attached action plans). We usually have between
60 and 100 people attend the information forums

e Possible community event with Portland All Nations Canoe Family
(PANCEF) as part of PANCF’s Metro Community Placemaking GrantProject ($25,000. Grant
activities will be promoted in SW News (see Equity & Inclusion action plan).

e  Multnomah Village Business Association Trick or Treat Event - Hosted by the Multnomah
Business and Professional Association (SWNI is a co- sponsor) Saturday, October 31, 2020, 3:30

pm to 5:30 pm. SWNI participates in a trick or treat event in the village on October 31%, SWNI
sets up an information booth on the sidewalk and gives out hard candy as treats. SWNI arranges
for a police car to assist with traffic and pedestrian safety. Over 25 volunteers assist with
pedestrian crossings. The event also raises funds for the Neighborhood House food box program.
e Emergency Preparedness Fair — Spring 2021 The event offers education to our entire
community with information about disaster preparedness and community resiliency. Event



supports the Neighborhood Emergency Teams (NETs) located in southwest Portland by
providing a venue for community outreach and cross NET team information sharing.

o SWNI Public Safety Traffic Safety Vigils —-Working with the Portland Police we will be
holding one-hour traffic safety vigils near Portland Public Schools to bring awareness to
drivers that they need to reduce traffic speed.

e SW Hope: Feed the Hungry — This is an annual event, which raises donations and food for
Neighborhood House Food Pantry. Community faith organizations, local businesses, SWNI, and
other Community-Based Organizations organize and promote events that raise funds for families
in need of nutritional support.

10. SWNI Programs/Committees — Southwest Neighborhoods has established seven coalition

11.

committees to address livability issues in SW Portland. Draft Action Plans attached for FY
2020-2021.

Trainings:
SWNI, in partnership with Civic Life Community Safety Program will promote the following virtual
trainings:

Thursday July 16, 2-3pm, Social Isolation Conversation: Caring for Yourself and Others-A virtual
conversation on how to address social isolation during a time of physical distancing. During the
conversation, we will help you gain a better understanding of the impacts social isolation can have and
how important it is for our health to stay connected with others. We will talk about self-care, caring for
others, and reaching out to those who are most vulnerable in our communities due to age, ability,
different spoken languages/language barriers, fragile health/barriers to access healthcare, and more. We
will also touch on additional Community Safety Resources. SWNI will work with community partners:
Neighborhood House Senior Center, Meal—On-Wheels People, local libraries, communities of faith,
and other community-based organizations.

Thursday July 23, 6-7pm, Community Safety Resources for Businesses-Learn about safety resources
available to Portland businesses, particularly those re- opening and Black, Indigenous, People of Color-
owned businesses after COVID- 19-related closures. SWNI will reach out to our three members
business associations to help promote these events: Multnomah Village Business Association, Hillsdale
Business and Professional Association and the South Portland Business Association.

Thursday August 13, 2-3:30pm, Personal Safety Workshop-Introduces participants to a variety of
self-protective/self-empowerment options in an engaging, non-physical, discussion-based virtual
format. Learn more about self- awareness, practice assertiveness and explore options for de-escalation,
avoidance of and escaping from situations that feel unsafe.

Thursday August 27, 6-7pm, Responding to Incidents of Hate-Learn safe and effective ways to
respond to incidents of hate.

Fall 2020, ABC’s of Land Use - Curriculum presented in partnership with BDS and BPS to provide a
foundation for understanding land use actions and avenues for advocacy.

Quarterly (when social distancing restrictions are lifted), Oregon Humanities Community
Conversations - SWNI’s Equity and Inclusion Committee will continue to host conversations to
bring Oregonians together to talk across differences, beliefs, and backgrounds - about important
issues and ideas.

e Civic engagement Services to Community-Based Organizations/Partners:

e 2020 Neighborhood Small Grant Projects: Southwest Neighborhoods, Inc awarded
$9,443 in 2020 small grants to groups that will engage community in projects



building healthy, connected, and more resilient communities and neighborhoods.
SWNI will use our communication network to help spread the word about small grant
projects and provide fiscal sponsorships. Grantees will complete final project
evaluations and reports. Projects include:

Tackling Racism in our Backyard & in Our Schools
Eena “Beaver” Festival

English Classes for English Language Learners
Health & Wellness Programs for Immigrant Seniors
Code Squad Initiative (computer coding for students)

kW NPRE

e Launch Community Engagement Allocation Program (CEAP) July 2020- June
2021 - CEAP will allow Community-Based Organizations (CBOs) in southwest
Portland to plan and conduct community engagement projects in response to the
COVID-19 crisis. SWNI has designated up to $1,000 for CBOs serving the SW
Portland community, with a maximum of $25,000 total to distribute. We encourage
projects that engage with seniors, under-represented populations, communities of color,
or organizations that advocate for these communities.

Strategies for Recruiting Participants:

SWNI uses the following strategies to recruit participants:

Provide a monthly printed newsletter and a monthly e-newsletter, website and social media to
reach community members.

Focus outreach to underrepresented communities through partnerships withlocal Diversity

and Civic Leadership

Host virtual events and training that appeal to a broad cross-section of the community.

Develop education, trainings and programing that is relevant to the concerns of

Southwest communities.

Develop and assist our member associations in building relationships and constructive
partnerships with community groups organizations. With an emphasis on organization that
represent historically marginalized and underrepresented community members.

Seek SWNI staff and board member representation that reflects the community we serve
and are trying to reach

Follow SWNI Racial Equity Policy (adopted in September of 2019) guidelines.

List clear and simple goals that will help define project/program success:

Develop inclusive and accessible practices, programs, training, events, and

organizational structures for the southwest community.

Support strategies that result in more representative governance in the community and government
decision making.

Increase meaningful partnerships with southwest Portland community groups thathave been
historically marginalized and underrepresented in city decision making.

Increase SWNI’s support of organizations, groups, and individuals in the areas of diversity,
equity, inclusion and access.

Describe how will you evaluate project/program:



e SWNI will use participant, organizational and community feedback tools for all events, trainings,
and programing. We will make adjustments as needed based on feedback.

e After events we regularly hold debriefing meeting to improve future events and program
activities.

List the data you will collect to report project/program progress:

SWNI will use the following data:

e Track the numbers of participants in our events, training and programing.

e Monitor the number of new organizations approved for fiscal sponsorships.

e Track the number of applicants for small grants and engagement allocations and monitor the
success of projects.

e Track the performance and growth of our social media efforts.

Timeline for Fiscal Year 2020-21:
Summer Q1 (July, August, September)

e Publish and distribute monthly SWNI newspaper

e Host Community Engagement Allocation workshops

e Provide virtual training and events for community organizations and neighborhood associations
with a focus on resiliency. (see above)

e Support neighborhood association elections deferred from the spring.

e Award Community Engagement Allocation

e Communicate through e-newsletter and social media platforms.

e Assist Community-Based Organizations with capacity building.

Fall Q2 (October, November, December)

e Publish and distribute monthly SWNI newspaper

e Provide virtual training and events for community organizations and neighborhood associations
with a focus on resiliency. (see events listed above)

e Communicate through e-newsletter and social media platforms.
e Assist Community Organizations with capacity building.

Winter Q3 (January, February, March)
Publish and distril By SWNI

e Communicate through e-newsletter and social media platforms

e Provide virtual training and events for community organizations and Neighborhood Associations.
e Check-in with Community-Based Organizations on projects

e Assist Community Organizations with capacity building.

Spring Q4 (April, May, June)
Publish and disteil By SWNI

e Assist Neighborhood Associations with elections. .
»—Develop 202122 Budget & Weork Program

e Communicate through e-newsletter and social media platforms



e Assist Community Organizations with capacity building.



Exhibit D

AMENDMENT No. [XXXX] to
GRANT AGREEMENT No. [ XXXX]
for

[TITLE OF ORIGINAL GRANT AGREEMENT]

This Amendment No. [XX] amends Grant Agreement No. [ XXXXXX] dated [XX] day of [Month],
[Year], by and between [Grantee organization’s proper name as it appears on the agreement] (Grantee) a
[use proper name of business entity] of the State of [Oregon or name of state], and the City of Portland, a
municipal corporation of the State of Oregon (City) by and through their duly authorized representatives.
This Amendment may refer to Grant Agreement and City individually as a Party or collectively as the
Parties.

This Amendment is authorized by City Ordinance No. [ XXXXXX].
The Effective Date of this Amendment is [date]. The purpose of this Amendment is to [name the purpose
— extend the expiration date, name new City Grant Manager, change Attachment A Scope of Work or

Attachment B Budget, or name other section to be amended].

[If applicable, list previous amendments to the award amount. If not, delete.] The Grant Agreement was
previously amended as follows:

Fiscal Year Amendment Amount Cumulative
Number Awarded Amount Awarded
Fiscal year 20[ XX]-[XX] | Amendment [XX] $[XX] $[XX]
Fiscal year 20[ XX]-[XX] | Amendment [XX] $[XX] $[XX]
Fiscal year 20[ XX]-[XX] | Amendment [XX] $[XX] $[XX]
Fiscal year 20[ XX]-[XX] | Amendment [XX] $[XX] $[XX]

The Parties agree to Amend the Grant Agreement as follows [List only the sections that are being
amended and delete others]:

1. The Grant Agreement not-to-exceed amount of [$ prior/original award amount] is increased by [$
additional award amount] to a new total not-to-exceed amount of [$ new total award amount)].

2. The Term is extended from [old date] to [new date], unless terminated sooner under the provisions of
the Grant Agreement.

3. The following language is [added/deleted] to the Grant Agreement. New language is in BOLD and
deleted language is in strikethrough:

Civic Life Grant Agreement Amendment Nov. 2020 Page 1 of 3



[Example:

3.2 City Grant Manager. City hereby appoints the following Civic Life staff to act as its City
Grant Manager with regard to this Agreement. City may, from time to time, designate
another person to act as the City Grant Manager and will inform Grantee in writing of
any change in Grant Manager.

Ferry-Smith Tracy Washington
City of Portland, Office of Community & Civic Life

Address: 1120 SW 5™ Ave., Portland, OR 97204
Phone: 503.823.1234
Email: terry-smitht@portlandoregon-gov-tracy.washington@portlandoregon.gov]

4. Scope of Work, Expected Outcomes and Payment Schedule Attachment A is replaced and updated per
new Attachment A- [A-1 if this is the first amendment, A-2 if the second], attached to and incorporated
by reference.

5. Budget Attachment B is replaced and updated per new Attachment B- [B-1 if this is the first
amendment, B-2 if the second], attached to and incorporated by reference.

All other terms and conditions of the Grant Agreement remain unchanged by this Amendment and in full
force and effect.

IN WITNESS WHEREOF, the Parties hereby cause this Amendment to be executed.

GRANTEE

Authorized Signature Date

[Printed Grantee Name and Title]

Address:

Phone:

Email:

Civic Life Grant Agreement Amendment Nov. 2020 Page 2 of 3


mailto:terry.smith@portlandoregon.gov
mailto:tracy.washington@portlandoregon.gov

Grant Agreement No.: [XXXXX] Amendment Number: [XXXXX]

Grant Agreement Title: [TITLE OF ORIGINAL GRANT AGREEMENT]

CITY OF PORTLAND SIGNATURES

By: Date:

Bureau Director

Approved:

By: Date:

Office of City Auditor

Approved as to Form:

By: Date:

Office of City Attorney

Civic Life Grant Agreement Amendment Nov. 2020

Page 3 of 3



Impact Statement for Requested Council Action

IMPACT STATEMENT

Legislation title: Amend grant with Southeast Uplift in amount not to exceed $145,000 and

reassess district coalition model for administrative simplification, expanded and equitable services
(Ordinance; amend Contract No. 32002080)

Contact name: Suk Rhee
Contact phone:  503-823-2770
Presenter name: Suk Rhee

Purpose of proposed legislation and background information:

Ordinance 190044 as amended authorized $1,326,436 for grant agreements to be divided
among the four non-profit neighborhood District Coalitions, including Southeast Uplift, to
support Neighborhood Associations and community engagement activities from July 1,
2020 through June 30, 2021 and funding for Southwest Neighborhoods, Inc (SWNI) [to]
return to Council for consideration upon the completion of a forensic audit.

Marsh Minick, a financial crimes consulting firm, delivered “Forensic Audit: Findings Report
for Southwest Neighborhoods, Inc” to the Office of Community & Civic Life on November
15, 2020.

In total, four primary bank accounts were forensically analyzed with the SWNI’s financial
system records and supporting documentation, which resulted in $179,332.24 of financial
mismanagement for the scope period (reference Scope). Comparatively on average, SWNI
mismanaged 7.35% of their base funding grant from Civic Life per year (page 5 of Exhibit
A).

Separate of the financial mismanagement identified above, SWNI determined their financial
loss was $174,265.25, resulting from theft that was adjudicated in court. The loss included
volunteer hours, professional services, and amounts stolen from Civic Life grant funding,
Neighborhood and Business Associations restricted money, and Board money (page 5 of
Exhibit A).

The Forensic Audit Findings Report found SWNI's control deficiency and dysfunctions
caused heightened risk vulnerabilities that led to the occurrence of financial
mismanagement, financial misapplication and financial losses (page 8 of Exhibit A).

Financial and budgetary impacts:

A fully present, functional and effective internal control framework operating in an
integrated manner is required for sound fiscal management, to properly manage and
control risks, and to steward taxpayer funded contracts. SWNI is lacking these controls in
addition to the fiscal mismanagement documented in the report.

AUGUST 2017 version



Impact Statement for Requested Council Action

The ordinance authorizes an amendment to Grant Agreement # 32002080 with Southeast
Uplift for a total additional amount not to exceed $145,000 for staffing and program and
administrative services. This amount is to support limited contracted services for southwest
neighborhoods.

The funds are from the Council-adopted FY 20-21 budget for the district coalition program
with the Office of Community & Civic Life.

The City of Portland contracts with 5 nonprofits and directly manages 2 city-staffed offices
investing $2.5 million annually. This is an inefficient model that duplicates administrative,
operating and program functions and is incapable of expanding services within existing
resources or in a declining revenue environment.

The ordinance also directs the bureau to reassess the district coalition model for fiscal year
FY 21-22 to simplify administration and reduce duplication; embody the City’s values of
anti-racism, equity, transparency, communication, collaboration and fiscal responsibility;
apply an equity and resiliency focus adopted in the City’s response to pandemics of racism
and COVID-19; and comply with City procurement and grantmaking policies.

Community impacts and community involvement:

The basis for the contracted services is SWNI’s proposed workplan submitted for FY 20-21.
The benefits of recognition and other services have been maintained for southwest
neighborhood associations in FY 20-21, despite no contract with SWNI (see Exhibit B).
These included:
¢ Neighborhood associations and business districts continue to be named
in the bureau directory, which is used by the City for public outreach.
¢ Neighborhood associations and business districts continue to be placed on official
maps and City information relating to neighborhood affairs.
¢ Notices by City agencies (as required in City Code) will continue to be
delivered to neighborhood associations.
e Support services and program offerings from the Office of Community &
Civic Life’s Community Safety, Constructing Civic Dialogues, Noise, Graffiti
Removal, Liquor Licensing, Cannabis Licensing, Cannabis grantmaking,
Census 2020 and all other programs will continue to be delivered to
neighbors in Southwest Portland.

The concerns about a continuation of suspicious activity, abuse of power, conflicts of
interest, lack of transparency and inequitable practices by SWNI and its Board of Directors
were first presented to the Office of Community & Civic Life by two SWNI board directors
and a number of other SWNI constituents in 2019. Their concerns became shared by the
Office of Community & Civic Life throughout 2020 through multiple incidents of lack of
transparency and one incident of deliberate misrepresentation of the uses of the Civic Life
grant to the SWNI board of directors and neighborhood associations.

AUGUST 2017 version



Impact Statement for Requested Council Action

As noted on page 5 of the audit findings, “The SWNI Board have irreconcilable
disagreements on equitable practices, transparency of records, and rules, duties, and
responsibilities of Board Officers and employees that are impeding SWNI and Civic Life’s
mission and values.”

100% Renewable Goal:

Budgetary Impact Worksheet

Does this action change appropriations?
[ ] YES: Please complete the information below.
X NO: Skip this section

Fund | Fund | Commitment | Functional | Funded | Grant | Sponsored | Amount
Center Item Area Program Program

AUGUST 2017 version
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Content

* Ordinance purpose
Amend grant with Southeast Uplift in amount
not to exceed 5145,000 and reassess district
coalition model for administrative simplification,
expanded and equitable services

e Ordinance Predicates

* Ordinance 190044 as amended (July 9, 2020)
e City Values
* Forensic Audit: Findings Report for

Southwest Neighborhoods, Inc \\,
N\
—



Purpose

A 5 1/2-month pathway to providing essential and

limited support services to neighborhood associations
in southwest Portland

What it is not:
 There are no reassignments of n.a’sto a
different district coalition
* There is no intrusion on SWNI as an

organization: it’s governance is its own
responsibility

 There are no conflicts with ONI Standards \\,
N
—



Ordinance 190044

* Authorized $1,326,436 for grant agreements to be

divided among the four non-profit neighborhood District
Coalitions

* Funding for Southwest Neighborhoods, Inc (SWNI) [to]

return to Council for consideration upon the completion
of a forensic audit.

Q!



City of Portland’s Values

How does this square with our values of:

Fiscal Responsibility
Transparency
Equity

Anti-racism
Communication
Collaboration

Q!



City Values: Fiscal Responsibility

The City has a responsibility to set a floor for financial

stewardship and accountability

* No-bid, non-competitive contract for 41 years

e $3.174 million to SWNI FY 2010 to FY 2020

* Improving City oversight and accountability in response to
2016 audit “Community and Neighborhood Involvement:
Accountability limited, rules and funding model outdated”

There was a lack of oversight by (then-) Office of
Neighborhood Involvement over district coalition grants:

“..without adequate oversight it (ONI) does not have
assurance services were provided, could not intervene if there
were financial problems, and may not have information to
determine whether grant funding should continue.” (page 9)


https://www.portlandoregon.gov/auditservices/article/597834

City Values: Fiscal Responsibility

The City has a responsibility to set a floor for financial
stewardship and accountability

e Oversight is especially important as Portland City Code
2.12.050 exempts district coalitions and neighborhood
associations from lobbying registration and reporting
requirements.

District coalitions’ lobbying for funding and discussions with
Commissioners are never reported, and never come to light.

No other community interest is exempt.



City Values: Fiscal Responsibility

Audit findings (includes but not limited to):

No Financial Statement Review or Audit by an Independent
Accountant (pages 89-90)

No Risk Management Policy (page 93)

No Fraud Policy (page 93)

No Audited Financial Statements by an Independent
Accountant (pages 93-95)

Failure to Fully Investigate embezzlement (page 96)

Not Investigated: $19,570 Unauthorized Charges...or Balance
Transfer from SWNI Debt to Personal Debt of the Executive
Director (pages 97-100)

Financial Management Policies (pages 104-105)

Financial Management Procedure: Critical Control with a 97%
Error Rate (page 106-107)

Fiscal Policies (page 108)

Additional Policies Affecting Financials (page 108)



City Values: Fiscal Responsibility

Other example from SWNI:

Employee whistleblower statement to City Council
December 4, 2020

“Without restating the dysfunction and lack of accountability
already identified and documented by professionals in the
November 2020 Marsh Minick forensic audit of SWNI and the
November 2016 City Auditor's report, my unique observations
over ten years volunteering and working in the SWNI office,
support the position that SWNI’s loss of City funding is

necessary.”

* Inequitable structure of board votes

* The president and executive director retaliate against board members.

* The executive director ignored recommendations to ...create needed safeguards to
protect employees’ social security numbers.

* The executive director has been non-transparent with board members.



City Values: Transparency

PCC 2.12.050 Exemption for district coalitions from
lobbying registration and reporting

Audit findings (includes but not limited to):
* See Conflicts of Interest audit findings pages 87-89
* See Whistleblower section pages 91-92
e 12 individuals expressed fear of retaliation and/or
pressure not to interview; 7 declined to interview as
a result (page 91)
* Retaliation and pressure, and unfair and inequitable

treatment documented (page 91)




City Values: Equity

Calls for greater diversity and inclusion within district
coalitions and neighborhood associations have been made
in the 1980s, 1990s (A Task Force on Neighborhood
Involvement), 2000s (Bureau Innovation Project No. 8 and
Community Connect), and 2019 (A Code for All Portlanders)

Audit findings (includes but not limited to):
e Equity Policy and Practices (pages 79-86)
e Organizational Conduct (pages 101-103)




City Values: Anti-Racism

The neighborhood association/district coalition program
currently does not “address issues concerning
anti-Blackness as a priority” nor does it reflect the
“responsibility of every employee and resident to dismantle
institutional and systemic racism” (city values resolution)

Audit findings (includes but not limited to):
 Summary of Identified Red Flags (page 109)
* Racial and social inequity and white
privilege/supremacy
e OQvert/covert suppression/oppression of minority
voices and concerns
* Unwelcoming of minorities
e Racist planning of land use




Forensic Audit: Findings Report for
Southwest Neighborhoods, Inc.

What is “fraud, waste, abuse
and mismanagement?”

Sources:
* City of Portland Audit Services

e State of Oregon: Audits - Fraud, Waste

and Abuse Defined \\‘



https://www.portlandoregon.gov/auditservices/article/437534
https://sos.oregon.gov/audits/Pages/frauddefined.aspx

Fraud

Fraud is an intentional deception or misrepresentation, by act or omission,
that results or could result in a benefit for a person or entity to which they

are not entitled.

Example from audit findings include but are not limited to:

* Forensic Examination #5: What was SWNI’s financial situation when they
applied for an received a Paycheck Protection Program (PPP) loan, how
was that loan spent, and what expenses were requested to be forgiven for
the PPP loan? (pages 38-60)

* SWNI’s intentional misrepresentation of Civic Life’s agreement to
reallocate $33,500 in FY 19-20 personnel funds for the CEAP program




Fraud

Other example from SWNI:

SWNI Board Chair email (nov 12, 2020)

to SWNI executive director on
“Use of the PPP money”

“...we could have
repurposed the payroll
money into grants for
the neighborhoods...

“I knew you did not fully
understand the PPP

and that it was not
based on COVID related
losses.”

Y

Use of the PPP money

Leslie Hammond <thinkleslieh@gmail.com> Thu, Nov 12, 2020 at 1:51 PM
To: "Inc. Neighborhoods" <sylvia@swni.org>

Hi again,

Let me put my thinking another way. The PPP money is a grant if we used it as planned. Which we did. It would have
represented a 66k stream of income which was free to us to be used as we liked. If we kept it as a loan, we could
have used it however we wanted to including making grants to the neighborhoods.

But because Civic Life cut us off, we had to use it before we otherwise might of. If we had had Civic Life money on
July 1, we might have pushed using PPP money off until October. And in the meantime, we could have worked with
Civic Life to distribute the money that might have been used for payroll to the neighborhoods as grants to fight Covid
related problems. We would have asked to repurpose the money, gotten permission and then used the PPP in
September or October as intended and had time to repurpose Civic Life money.

If we do not get our full allocation back, we will have suffered a loss. We will have wiped out our savings instead of
adding 66k to our budget. If we only ask for money after July and August, we will not recover our operational savings.
And then going for the PPP money would have been a bad idea. It would have been used to wipe out our savings.

At the time we didn't know that Civic Life would suspend our funding so we had to use the PPP money early. But if
they hadn't suspended our money, we could have repurposed the payroll money into grants for the neighborhoods
and forestalled using the PPP until much later. If we don't get the entire amount back, we will have lost our savings
with no chance of reimbursement. And we will have no cushion going forward.

That is how | have been thinking about it and | think Charlie and Lee think about it. | knew you did not fully
understand the PPP and that it was not based on Covid related losses. | think we got it clear that we got the money
because our economic future was uncertain. Now we have to make sure our savings, which were lost because of the
city's actions, are returned to us. Otherwise applying for the PPP did not help our circumstances it worsened our
circumstances by wiping out our savings.

| do not think asking for the full amount back is double dipping. But we do need to repurpose some of their money
when we get a chance to discuss it with the new Commissioner who covers Civic Life. | think Mingus will get it right
away. And | think he might be willing to agree to repurpose payroll money to become grants for the neighborhoods
which is how this has all worked in the past. He will see the benefit of giving the money to neighborhoods who have a
decent CEAP allocation and other possible grants. We are helping, not hurting.

If we can't convince them to repurpose the money, we can give them payroll money back if we can find no other
legitimate way to spend it which they approve of. But we need to restore our savings no matter what. And remember
there was no mention of payroll in the contract so they cannot even say that they are providing payroll. They are
helping with labor costs.

Lets talk later.

Leslie

Sent from my iPad
503-504-1125

Brevity is the soul of wit



Waste: including mismanagement

Waste involves the careless or extravagant expenditure of funds or the misuse
or mismanagement of resources or property, including incurring unnecessary
costs because of inefficient or ineffective practices, systems, or controls.
Waste doesn't have to involve a private use or personal gain and can be
intentional or unintentional.

Examples from audit findings include are not limited to:

* $179,332.24 of financial mismanagement for the scope period.

* Forensic Examination #6: Was money being spent according to SWNI’s
budget? (pages 61-75)

* Excessive pre-paid balance “slush” fund on the USPS account consisting
of ONI/Civic Life grant funds.

* There were considerable percentage changes for line item amounts
over the fiscal year periods of 2013 to 2019 that could not be
attributed to actual increase or decreases of operational costs.

* Professional Fees had funds budgeted for a “Financial Review”
although no financial review or audit has ever been completed.




Abuse

Abuse may involve the improper use of a position to obtain a benefit or
advantage. Abuse may also involve the improper use or destruction of records
or other resources, or a seriously improper practice that does not involve
prosecutable fraud.

Examples from audit findings include but are not limited to:

Forensic Examination #2: Where was the money taken from during the
fraud incident and did SWNI recover any money or receive restitution from
the fraud incident? (pages 21-30)

Failure to Fully Investigate (page 96)

Not Fully Investigated: $19,570 Unauthorized Charge...or the Balance
Transfer from SWNI Debt to Personal Debt of the Executive Director (page
97-100; and see next slide)

Conflict of Interest (page 87-89)

No Financial Statement Review or Audit by an Independent Accountant
(page 89-90)

Whistleblowers (page 91-92)



Abuse

Other example from SWNI:

From SWNI’s preliminary response to the audit findings,

#6. “SWNI emphatically disagrees with the audit’s finding that SWNI’s Executive Director,
Sylvia Bogert, contributed to the embezzlement actions of the adjudicated employee by not
communicating with the Board of Directors about credit card expenses she paid in 2005.
Ms. Bogert alerted the Board of Directors to the credit card issue following the discovery of
theft in October 2010. At the time Ms. Bogert believed the former employee’s explanation
that the credit card balance was legitimate and took personal responsibility for not being
aware the debt had not been paid off. The SWNI Board accepted her explanation and
focused on tightening its financial management system. SWNI and the Multnomah County
District Attorney’s office investigated the fraud in 2010-2011 and did not find evidence of
additional wrongdoing. SWNI shared this information with the forensic auditor in October
2020 and Marsh & Minick omitted this important information in the audit report. “

From the Portland Police Bureau report from October 2010 (pages 11 and 12):

“SYLVIA told me that since this letter is dated almost 2 years after she found out about the
$19,000 balance, she has her suspicions that STROMER may have done this charge without
any authorization.”

“SYLVIA said she does not know for sure who charged the SWNI credit card for $19,750, and
cannot even tell me if it was for a legitimate charge(s), or if it could have been STROMER
stealing more money from SWNI.”




Forensic Audit: Findings Report

The findings are presented in two categories:
1. Forensic Audit Examination
2. Internal Controls

Financial Mismanagement (page 5): $353,597.49

In total, four primary bank accounts were forensically analyzed with the
SWNI’s financial system records and supporting documentation, which
resulted in $179,332.24 of financial mismanagement for the scope period
(reference Scope). Comparatively on average, SWNI mismanaged 7.35% of
their base funding grant from Civic Life per year.

Separate of the financial mismanagement identified above, SWNI determined
their financial loss was $174,265.25, resulting from theft that was adjudicated
in court. The loss included volunteer hours, professional services, and amounts
stolen from Civic Life grant funding, Neighborhood and Business Associations
restricted money, and Board money.



Forensic Audit: Findings Report

Forensic Audit Examination Findings (page 5-6)

* Forensic audit findings are the result of fact-based evidence from
information gathered provided from and about SWNI

* There was evidence SWNI had mismanaged financials. There were
occurrences of misapplied and unallocated money. SWNI’s leadership
demonstrated being willfully blind to noncompliance with governance
documents, standards and ethics. There was a culture problem at SWNI
that went unresolved.

* The root cause of the financial mismanagement was the lack of
accountability for financial duties, outdated financial policies and
procedures, non-adherence with governing documents, providing
incomplete and inadequate records to all Board members, a lack of
transparency, unperformed financial statement audits and reviews, and
irreconcilable difference among Board members.

e Six examination areas and related findings are detailed in pages 12-77



Forensic Audit: Findings Report

Internal Control Findings (page 8)

* The Internal Control Integrated Framework is the definitive standard to
evaluate the effectiveness of internal controls for organizations receiving
public funds.

See 17-point framework page 116

* Five control P
component %‘*, Control Environment

. . = 5 principles
examination areas l‘-‘h“"“- S / Risk Assessment
and related / 4 principles

Control Activities
3 principles

detailed on pages
77-111

Information and
Communication

3 principles

Maonitoring
2 principles

Source: GAQ. | GAD-14-704G



Forensic Audit: Findings Report

SWNI’s control deficiency and dysfunctions caused
heightened risk vulnerabilities that led to the occurrence
of financial mismanagement, financial misapplication and
financial losses. (page 78)

Control Component

Dysfunctional and Ineffective Controls

1 Control Environment
2 Risk Assessment
3 Control Activities

Dysfunctional and Ineffective Controls

4 | Information & Communication

Dysfunctional and Ineffective Controls

5 Control Monitoring

Dysfunctional and Ineffective Controls




Forensic Audit: Findings Report

Internal Control Findings (page 8)

There were deficiencies, dysfunction and ineffective internal control
measures and management controls at SWNI.

Opportunities were present for errors, mismanagement, waste, abuse and
fraud of financials due to a lack of oversight, willful blindness to risks, and a
breakdown of transparency and communications at SWNI.

There was inadequate functionality of internal control measures and
management controls, which resulted in a limited ability to prevent and
detect unusual or concerning activity, and hindered SWNI’s ability to
remediate problems.

Without a fully present, functional and effective internal control framework
operating in an integrated manner, SWNI had unmitigated risks that were
not properly managed and controlled.

SWNI’s control deficiency and dysfunctions caused heightened risk
vulnerabilities that led to the occurrence of financial mismanagement,
financial misapplication and financial losses.



Forensic Audit: Findings Report for
Southwest Neighborhoods, Inc.

Auditors

Conducted by Marsh Minick, P.C. a financial crimes consulting firm.
Marsh Minick is an independent party free from conflicts of
interest.

Examiners, Brandi Marsh and Melissa Frick Minick, have more than
30 years of combined practice, and hold certifications as certified
fraud examiners and financial crime investigators, with advanced
degrees in financial forensic fraud.

The report contains evidence-based findings, not a matter of
opinion.

Q!
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Brandi Marsh

20+ Years Experience

Master's of Science Degree in Fraud and Forensics
Bachelor's of Science Degree in Accounting
Certified Anti-Money Laundering Specialist {CAMS)
Certified Fraud Examiner (CFE)

Certified Financial Crime Investigator (CFCl)

Melissa Minick

15+ Years Experience

Master's of Science Degree in Fraud and Forensics

Bachelor's of Science Degree in Business Management

Certified Fraud Examiner (CFE)

Certified Financial Crime Investigator {CFCI)

Certificate from Federal Bureau of Investigations (FBI) Citizens Academy,

Portland Division

Forensic Audit: Findings Report

Expertise

Forensic Auditing for Fraud, Waste, Abuse, and
Mismanagement

Forensic Accounting for financial irregularities, and
unallowable, unallocable, and unreasonable
transactions

Fraud and Anti-Money Laundering Investigations
Compliance Auditing

Internal Controls Assessments

Financial Crime Examinations and Investigations
Financial Regulated Industries

High-Risk Industry Management

Evidence-Based Report Writing

USA PATRIOT Act & Bank Secrecy Act Compliance
Highly Complex Financial Transactions and Records

Analysis

Expertise

Supervision of Forensic Audit and Investigation Teams

Forensic Auditing for Fraud, Waste, Abuse and
Mismanagement Cases

Financial Crime Investigations, Fraud and Money
Launderings

Government Auditing Standards

Fraud Prevention, Detection and Investigations
Internal Control Assessments

Risk Management Assessments

Loss Prevention, Reporting and Tracking




)

Examples of Past Forensic Engagements

Publicly Funded Non-Profits

Cascadia Behavioral Healtheare, Portland, OR - Performed in 2017 regarding six incldents of check frand and electronie
payment fraud of money received from puablie grants for housing and healtheare,

Yorkwood Recreational District, St. Louls, AR — Performed in 2017 regarding embezzlement and contract frand of public
money from the County for a community peal and recreational facility.

Washoe Tribe Housing Authority, NV and CA- Performed in 2018 regarding embezzlement by the Executive Director and
Board Chalrperson of public meney for community improvement projects and housing and confliets of interest,

Hazlehurst Housing Autherity, Jackson, MS— Performed in 2019 regarding embezzlement by the Executive Director of publie
money granted through 1.8, HUD for low-income housing, https:/www justice gov/usao-sdms pr/former-housing

authopity=-directop-pleads-guiltv-stealing-federal -funds

City and Local Governments

Board for Saline County, IL — Performed in 2017 regarding abuse of power and authority, and non-compliance with state and
local laws, by the County Clerk and Recorder. hittps:/ Swww dugquoln.coin/news /zo18ozo06/ audit-findings-of-county-clerks

offlee=show=-waste-ahise :
City of New York, NY — Performed in 2018,2019 regarding fraud by the public of teachers’ retirement funds.
City of Seattle, WA — Performed in 2019 regarding emplovee embezzlement of eash from the Treasury Cashier Team.

Karnes County Judge, TX — Performed in 2019/2020 regarding abuse of power/authority and mismanagement by the County
Auditor and County Treasurer.

Other Notable in Oregon

Oregon State Audit's Division, Salem, OR- Performed in 2016,2017 regarding abuse of power and authority by the Executive
Director of the Department of Energy, and non-compliance with state program laws for environmental tax credits.
hitps:/ /'www oregonlive com/business /2016/11/report on _guestionable tax cre html



Questions?
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