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CITY AUDITOR Office of City Auditor LaVonne Griffin-Valade

Audit Services Division
Drummond Kahn, Director
1221 S.W. 4th Avenue, Room 310, Portland, Oregon 97204
phone: (503) 823-4005
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April 3,2014
TO: Mayor Charlie Hales
Commissioner Nick Fish
Commissioner Amanda Fritz
Commissioner Steve Novick
Commissioner Dan Saltzman
Paul Scarlett, Director, Bureau of Development Services
SUBJECT: Audit Report - Building Permits: Extension practices inconsistent;

documentation lacking (Report #420B)

The attached report contains the results of our audit on building permit extension
practices. A well-managed permit process enables construction work to progress while
ensuring safety and proper oversight. When permits need to be extended there should
be a clear process to govern how this occurs and when permits should be considered
abandoned.

We initiated this audit to review the Bureau’s management of building permits expiring
after issuance. We found the Bureau often grants permit extensions, but not canceling
permits could result in public safety concerns. Authorization practices are inconsistent,
and customer requests are frequently not well documented, leaving gaps in public
information. In addition, different options for reminder letters should be considered.

Due to potentially negative impacts to public safety, system efficiency, and management
oversight, we recommend three improvements to better align permit extension practices
with City Code and ensure consistent and transparent processes.

We ask BDS to provide us with a status report in one year, through the Commissioner-
in-charge, detailing the steps taken to address our recommendations in this report. We
appreciate the cooperation and assistance we received from BDS staff as we conducted
this audit.

LaVonnre Griffin-Valade Audit Team: Drummond Kahn

City Auditor Kristine Adams-Wannberg
Janice Richards

Attachment Martha Prinz






Summary

BUILDING PERMITS:

Extension practices inconsistent;
documentation lacking

Building permits are important for public safety and community
development. A well-managed building permit process allows de-
velopment work to proceed for new construction and improvements
and also regulates construction to ensure safety and proper over-
sight. Sometimes permits need to be extended due to construction
delays, financing issues, or other reasons. The City needs a clear pro-
cess to govern how permits are extended, expired, and abandoned.

We reviewed 143 building permits and considered how permit exten-
sions, expirations, and abandonments were handled by the Bureau of
Development Services (BDS). We found that although these activities
are clearly governed by City Code, bureau policies and practices are
not always aligned with those regulations. As a result,

e BDS often grants permit extensions, but not canceling
inactive permits could result in public safety concerns

e Customer requests are often not well documented, leaving
gaps in information the public and City need

e Many extension requests lacked authorization from a
manager

e Reminder letters may motivate customers but raise questions
about different treatment and timeliness

Due to potentially negative impacts to public safety, oversight, and
program efficiency and effectiveness, we recommend three improve-
ments. These improvements will better align bureau practices with
City Code and ensure a more consistent process.
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Background

Figure 1

We did not conduct this audit due to a specific concern about the
Bureau. We performed this audit because we noted permit exten-
sions and expirations as problems during our most recent audit of
BDS Inspections on September 25, 2013. The first audit addressed
oversight and management practices over residential and commercial
inspections.

The Bureau of Development Services (BDS) actively works with
developers, builders, and homeowners to guide them through the
development process. Staff review construction plans, issue per-
mits, and inspect industrial, commercial and residential construction
to ensure compliance with construction and land use codes. In FY
2012-13, the bureau issued about 42,000 building and trade permits
combined and performed over 134,000 residential and commercial
inspections. This work promotes the safety of buildings and livability
of Portland’s neighborhoods.

New residential construction

Source: Audit Services Division photo

In Portland, permits are required for a variety of commercial and
residential construction work, such as new construction or remodel-
ing existing structures. Many projects that require a building permit



may also require other permits, such as for mechanical, plumbing,
and electrical work. BDS reviews construction plans against current
building and trade codes and issues permits.

After permit issuance, City Code prescribes that customers get 180
days (about 6 months) to call for and pass an inspection. There may
be more than one work item to inspect for each permit. Passing an
inspection automatically extends a permit’s life another 180 days.
When all the inspections are passed, the final inspection is per-
formed. If passed, the project is considered complete.

There are situations when a project gets stalled and the customer
may need more time to get all work completed and inspected.! Ac-
cording to the Bureau, there can be a variety of reasons for needing a
permit extension, such as losing funding for the project or changing
contractors.

When customers cannot meet the 180 day window before the permit
expires, City Code requires a request in writing to the Bureau with

a justification for a permit extension. An inspection manager can
consider the request and approve or deny it. If the permit expires,
BDS can reactivate and extend it if requested by the customer. If

the permit remains inactive for a period exceeding six months (i.e.
abandoned), the Bureau can cancel the permit. The customer would
then have to go through plan review again and obtain a new permit
in accordance with current building codes.

According to the Bureau, expired permits can cause problems for the
public and the Bureau. Expired permits are inactive but still valid.
They can still be reactivated even if they are several years old. BDS
does not cancel an expired permit unless requested by the customer.

Construction on projects with expired permits may not have had
important inspections completed, which could make the work site

a hazard to the public and/or the property owner. New property
owners may be unaware that a permit was taken out and they could
be responsible for unfinished work. Expired permits may also take re-
sources away from other customers with active permits who request
inspections.

' Delays can occurring during plan review as well, but the audit work focused on delays
occurring after a permit has been issued.
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Figure 2

BDS staff told us that it takes more time to research an old permit’s
history to determine inspections or needed corrections based on the
building and trade codes in place at the time the permit was issued.
According to BDS, 421 residential and commercial building permit
expirations occurred between July 1, 2012 and June 30, 2013.

Example of a permit expiration letter

i 1900 SW 4th Avenue, Suite 5000
CIty of Portland, Oregon 97201
503-823-7300
Portland, Oregon RSt s
TTY 503-823-6868
Bureau of Development Services . ecombd:

February 11, 2013 Permit#: 12-137145-000-00-RS

IVR# 3175417 Issued: May 2, 2012
ST
PORTLAND, OR 87217-1146
Regarding work at this address: | INNNREEN s Tax # R267900710
THIS PERMIT EXPIRED ON: October 29, 2012

On September 19, 2012, a letter was sent to you stating that an app: tion must be obtained within

30 days, or the above listed permit would be expired. Portland City Code section 24.10. 070(K) states that a
permit remains in active status as long as an approved inspection is obtained at least once every 6 months. If
more than 6 months passes without an inspection approval, the permit will be expired. Once expired, NO work
under this permit is authorized to proceed until a new permit has been purchased..

Since more than 6 ths has i without an i

PP this permit is now expired.
WORK DONE IS NOT CONSIDERED LEGAL.
You must obtain a valid permit before doing any further construction work at the above property:
« An expired permit may be renewed for up to 6 months past the expiration date, provided that no chang
have been made to the original plans and specnﬁcauons The fee for renewing a permit is one half of the

original permit fee. Call Residential or C pections to discuss your options at this point, using
our contact information on the back of this letter.

If more than & months pass after the permit expiration date, you may NOT renew the permit. Instead, a
new permit must be purchased for this work. The new permit will be subject to approval under the Building
Code in effect at the time of submittal, and at current permit rates.

If you have documentation showing that the permit has already been inspected and approved, please send
a copy of this documentation to BDS Inspections so that our records can be brought up to date. This can
be submitted by US Mail, Email, or Fax using our contact information on the back of this letter.

Please read the back of this letter for important infi about Expired Permits—applying for a new
permit, or to determine if you may be subject to Code Enforcement if this permit expired without proper
inspections. After leadlng this notice cumpletely if you have any questions regarding this permit, please
contact either Resid | or C 1 the hours of 7:30 AM and 5:00 PM weekdays.
You'll find our contact information on the back of this letter.

Bureau of Development Services Inspections Division

ce! Pemit Applicant

AVE
PORTLAND, OR 97220

Source: Bureau of Development Services



Audit Results

Lack of alignment
between policies and
practices can cost the

City and public time
and resources

In a customer service effort in 2010, BDS's Commercial and Resi-
dential Inspections programs started sending out “30-day” letters to
customers whose building permits were about to expire. In addition,
the programs sent expiration letters to customers whose permits had
already expired. Copies of these letters are included in the Bureau’s
database, TRACS, which the Bureau uses for permit and case manage-
ment.

BDS often grants permit extensions, but not canceling inactive
permits could result in public safety concerns

We found that recent BDS practices follow the Bureau Program Guide
by granting more than one extension. We confirmed that extension
periods are most often 180 days for both commercial and residential
building permits, but may vary. In addition, we found that aban-
doned permits were not usually closed out in the BDS system.

We obtained data from BDS's TRACS database to test how frequently
permits had been extended. We focused on recently issued building
permits. There were 922 residential (RS) and 517 commercial (CO)
building permits issued between January 1, 2012 and June 30, 2013
that were extended, expired, or reactivated within the period. We
reviewed a judgmental sample of 10 percent of each set, looking at
all permits in those categories with three or more extension or expi-
ration actions, and a mix of those that had one or two actions. This
created samples of 92 RS permits with 109 actions and 51 CO permits
with 67 actions (143 total permits with 176 actions).

Through TRACS, BDS automatically extends building permits for 180
days after passing each inspection. In our review of the 176 actions,
we found 59 RS actions and 58 CO actions that were not the result of
approved inspection activity. The 59 RS and 58 CO actions were the
result of manual processes where staff had to go into TRACS to make
an extension.



Building Permits

Extensions

We found, on average, these permits were extended 1.2 times
for RS permits and 1.3 times for CO permits. We found 180
days was the most common extension, although some other
lengths of time were used on occasion, such as 60 or 45 days.
It is unclear whether any extension requests in our sample
were denied, because according to the Bureau, there is no
process to document denials.

We found that when permits expired in TRACS, most

were reactivated soon after. There were 19 RS and 31 CO
reactivations in our sample. Of those, 15 RS reactivations

(79 percent) and 25 CO reactivations (81 percent) were done
within 30 days of expiring. RS reactivations occurred, on
average, 21 days after they expired, and CO reactivations were
an average of 18 days.

Our review did not include trade permits. During fieldwork,
however, managers and staff told us that the Bureau decided
not to let trade permits expire. This, in effect, means that the
Bureau has given each trade permit an unlimited life.

Abandonment

We reviewed all cases where there was no activity for more
than six months after a permit expired to determine if the
permits were closed. City Code requires that permits are void
six months after expiration. We found that of the 12 RS and
six CO permits that met the six-month inactivity threshold,
none of the permits were closed. All remained in inactive
status and could be re-activated, despite regulations that
require the project be resubmitted through plan review for a
new permit.

Having a project go through plan review again has benefits
and costs. It requires the project to comply with the most
current building codes, which makes the project safer for the
customer and the community. One staff member told us,
however, that it may not make sense for a customer to go
back through plan review, even if their permit is older than a
couple of code cycles. It would overload the Bureau’s work
capacity, and the inspectors would have to address them at
some point anyway.



Figure 3

Criteria

Requestor identified
Extension request written

Justification documented

BDS needs to reassess its policies and practices for extending and
closing permits. The Bureau’s goal of getting projects through in-
spections is a good one, because it ultimately addresses the public’s
safety and convenience. Making extensions easy helps that goal and
promotes good customer service. However, BDS has to balance this
approach. Permits should not have unlimited lives. BDS should fol-
low City Code and close out permits that have been abandoned past
a certain time threshold, and require the project to comply with new-
er, safer building codes. Re-evaluating these policies and consistently
administering them would better help protect the public’s safety.

Customer requests are often not well documented, leaving gaps in
information the public and City staff need

Portland City Code and BDS policy require that permit extensions or
reactivations are requested in writing by the permit holder and the
justification documented. Our comparison of the 59 RS and 58 CO
actions to these requirements showed the following results:

Extension request documentation

Residential extensions Commercial extensions
Not Not
Documented | Documented | Total | Documented | Documented | Total
9 (15%) 50 (85%) 59 14 (24%) 44 (76%) 58
2 (3%) 57 (97%) 59 11 (19%) 47 (81%) 58
6 (10%) 53 (90%) 59 1(2%) 57 (98%) 58

Source: Audit Services Analysis of BDS data

We found that documentation requirements in City Code and BDS
policy are not often met. Only 15 percent of RS extension requests
and 24 percent of CO requests had records in TRACS documenting
the requestor. Only 3 percent of RS requests and 19 percent of CO
requests had written extension requests. In addition, only 10 percent
of RS requests and 2 percent of CO requests gave a reason for the
extension request.
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BDS managers told us that documenting the requests is not always
done. If a letter was submitted they put it into TRACS. However,
most communications occur over the phone. Details about the
request, such as who requested the action, the date, and the justifica-
tion are not frequently entered into the system.

The lack of information results in an incomplete history of the permit
and creates a number of problems for the public and the Bureau.
Without documentation, there is no record of which customer, such
as the property owner or the project contractor, initiated the action
or the reason behind it. This may be needed, for example, during a
title search for property buyers or sellers. It would be needed by a
new property owner to get a former owner or contractor to transfer
building plans to the new owner, or to request that an old permit be
closed. BDS noted that they have seen many real estate transactions
fall through because there were expired permits on a piece of prop-
erty.

The lack of information causes challenges for BDS as well. Solid
information is needed by Bureau staff to determine who they need to
contact about current work on the project. Without the information,
time is potentially wasted trying to contact old sources and trying to
figure out whether further work has been done on the project. Infor-
mation gaps will also be problematic when the Bureau gets further
along in its Information Technology Advancement Project (ITAP), and
it has to convert the incomplete data from TRACS over to the new
system.

Other jurisdictions have a number of ways they address extension
requests. We reviewed the requirements of 15 other local govern-
ments. These included these Oregon cities and counties: Beaverton,
Bend, Eugene, Gresham and Hillsboro, as well as Lane, Marion, and
Washington Counties. We also reviewed some governments outside
of Oregon including the cities of Anaheim, CA; Austin, TX; Bellingham,
WA; Des Moines, IA; Kyle, TX; Manteca, CA; and Lake County, FL. The
majority required that extension requests be in writing and have
justification. Over half used a form for customers to request a permit
extension.



Many extension requests lacked approval from a manager
BDS policies require that extensions be reviewed by the appropriate
section manager. Our data review showed the following results:

Figure4 Manager approval of extension requests

Residential extensions Commercial extensions
Approved | Approved by Approved | Approved by
Category | by Manager | non-manager | Total | by Manager | non-manager | Total
Extend 180 Days 1(2%) 40 (98%) 41 16 (67%) 8 (33%) 24
Extend Manual 0 2 2 2 (22%) 4 (67%) 6
Reactivate permit 0 16 16 23 (82%) 5(18%) 28
Total 1 (2%) 58 (98%) 59 41 (71%) 17 (29%) 58

Source: Audit Services Analysis of BDS data

Manager approvals were much higher for commercial building
permit extensions than for residential extensions. Forty-one com-
mercial extensions were approved by a manager (71 percent), but
only one residential extension (2 percent) was approved by a man-
ager. Our further research on residential permits showed that about
a third of residential extensions (32 percent) were approved by senior
inspectors, while the remainder (66 percent) were approved by ad-
ministrative staff. During our audit work, the Residential Inspections
manager told us that approvals by administrative staff have stopped.
Delegation of approval authority to a Senior Inspector occurs when
the manager is away from the office. Approvals are now performed
by a manager or a Senior Inspector.

Manager approval of extension requests is necessary so that custom-
ers receive a decision from an authoritative source in the Bureau. It
also helps the manager monitor the number of requests coming in,
the types of permits needing extensions, and the reasons behind
those requests so Bureau policy may be consistently applied. How-
ever, it would be reasonable that some degree of delegation would
be in place during manager absences. If this works well for BDS, it
should be reflected in their policies and the delegation documented.
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Reminder letters may motivate customers but raise questions
about different treatment and timeliness

BDS's practice to send reminder notices to some customers is a good
practice to monitor a permit’s progress. According to the Bureau, in
late 2010 BDS started sending reminder notices to commercial and
residential building permit holders when permits were within 30 days
of expiration and when permits expired. Although these reminders
are not legally required, managers and staff told us that their cus-
tomer service effort helped projects stay in compliance and complete
required inspections.

We found the success of the letters and the timing varied. For the
30-day letter, we found 61 percent of RS permits and 32 percent of
CO permits were successful in getting the permit extended — whether
by a successful inspection or an extension — within the expiration
date in the 30-day reminder letter. We found the 30-day letters did
not always give 30 days of notice, and some letters did not reach the
recipients until after the stated expiration date. For the expiration
letters, we found 49 percent of RS and 68 percent of CO permits were
successful in getting the permit reactivated within 30 days after the
expiration letter date.

The cost to send the reminders is modest. We estimated yearly costs
for sending the reminders is about $6,000 for labor, materials, and
postage. This cost to keep a permit active and complete inspections
in a timely manner may be lower than the cost of an expired permit
that requires significant research time by an inspector later. There
may be other options, however, the Bureau should explore to re-
duce their expenses. These might include sending postcards, rather
than full letters, sending one letter rather than two when the permit
holder and the property owner are the same person, and looking into
how reminders could be more automated.

Currently, the notices only go to customers with building permits,
which may raise questions about different treatment. Notices do not
go to trade permit holders, although many building permits have
trade permits associated with the projects. Staff explained this was



Figure5

due to resource issues. The inconsistent application, however, raises
the question about whether all holders should get reminders rather
than just those with building permits.

Example of a 30-day reminder notice

. 1900 SW 4th Avenue, Suite 5000
Clty Df Partland, Oregon 97201
503-323-7300

Portland, Oregon Fax 503-823-6583

Bureau of Development Services | T'Y5038235868

April 30, 2013 Permit#: 12-153409-000-00-RS
IVR# 3191852 Issued: September 7, 2012

PORTLAMD, OR 97221-2852

Regarding work at this address: | INNNRNEGE s Tax # R860204880

THIS PERMIT WILL EXPIRE ON: June 5, 2013

Portland City Code section 24.10.070(K) states that a permit remains in active status as long as an approved
inspection is obtained at least once every 6 months. If more than 6 months passes without an inspection
approval, the permit will be expired. Once expired, NO work under this permit is authorized to proceed until a
new permit has been purchased. We have no record of approved inspections in the last 150 days for the
permit listed above. This is the only letter you will receive before your permit is expired.

YOUR ACTION IS REQUIRED TO PREVENT THIS PERMIT EXPIRATION:
Please take one of the following actions by June 5, 2013

« If work on your project is ongoing, please call our inspection request line at 503-823-7000 to schedule
an inspection. A complete listing of inspection activity on this permit is available online at our website:
www.porllandoniine.com/bds. Choose Permit / Case Search, and enter your IVR number shown above.

If you have documentation showing that the permit has already been inspected and approved, please
send a copy of this documentation to BDS Inspections so that our records can be brought up to date. This
can be submitted by US Mail, Email, or Fax using our contact information on the back of this letter.

If you will not be ready for an inspection within the next 30 days, you may request an extension by
sending a request in writing to BDS Inspections. R for extension may be submitted by US Mail,
Email, or Fax using our contact information on the back of this letter,

Ptam read the back of this letter for important information about how to contact us, find tips on getting an

requesting an ext orto ine if you may be subject to Code Enforcement if this permit
exmres without proper inspections. After reamng this nutm oumpletshr, |f you have any questions regarding
this permit, please contact either Residential or C the hours of 7:30 AM and

5:00 PM on weekdays. You'll find our contact mfarmatmn on the back 01' this letter.
Bureau of Development Services Inspections Division
cc.  Permit icant

ST
PORTLAND, OR 97221-2852

Source: Bureau of Development Services

1
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BDS policies do not
consistently enforce
permit extension and
renewal regulations

While the letters may be useful tools, we found they are not always
timely and enforcement sometimes lags. Some letters we reviewed,
for example, had their 30-day reminder letter sent after the permit’s
listed expiration date. This makes the reminder ineffective.

We also found permits did not always expire on the expiration date
identified in the reminder letters. For example, one of the RS permits
we reviewed had a four-month gap between the expiration date in
the expiration letter and when the permit expired in TRACS. Until the
permit is expired in the database, the permit is still active. Inspec-
tions could be requested and processed, even if the expiration letter
stated the permit expired and work done after the expiration date
would be illegal. Significant lags between expiration letter dates and
the actual expiration dates in the database were not uncommon and
could undermine any urgency by the customer to contact the Bu-
reau.

Some BDS policies are more flexible than state regulations or City
Code allow

BDS policies for extending and renewing permits are based on
interpretation of various sections of City Code. City Code sections
24.10.070, 26.04.080, and 25.05.050 prescribe the requirements
customers must meet to get a permit extended, the length of exten-
sion allowed, the approval needed, and how long a permit may be
expired before it is not able to be renewed. City Code is based on the
State of Oregon’s regulations, administered by the Oregon Depart-
ment of Consumer and Business Services, Building Codes Division.

We reviewed state regulations, City Code, and BDS policies in their
Program Guide. We found that the Program Guide often provides
more latitude than the state regulations and City Code allow in three
areas. These are noted in the table:



Comparison of State regulations, City Code and BDS policies

Permit life and automatic extensions

Permit life from | 180 days 180 days 180 days Yes
issuance
Automatic Not specifically Yes Yes Yes
extension addressed (180 days) (180 days)
given with
an approved
inspection
Permit renewal | Invalid after No renewal if General ruleis to No
threshold expiration permit is expired not extend permits
more than 6 older than two
months. code cycles. (1)
Non-automatic extensions requested
Number of Multiple for One Multiple No
non-automatic | building permits.
extensions Once for trade
allowed permits
Extension 180 days 180 days 90 days for Partially
period Commercial
permits and 180
days for Residential
Form of Written Written Written (implied) Yes
extension
request
Request Before expiration Before expiration Unclear No
deadline
Justifiable Yes Yes Yes Yes
cause shown
for inactivity
Person The building official | The building official | The building official | Yes
authorized and Director

to extend or
cancel permits

Source: Audit Services analysis of state regulations, City Code, and BDS policies

' A code cycle is the period of time between when new building and trade codes are issued and

when they are eventually revised and issued again.

13
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The BDS Program Guide generally reflects state regulations and City
Code, except regarding the permit renewal threshold, the number
of extensions, and the request deadline. The Code allows only one
extension, and no permit may be renewed if has been expired (been
inactive) over 6 months. The Program Guide allows for multiple
extensions (similar to state regulations), although the general rule is
to not extend permits if they are older than two code cycles. A code
cycle is the period of time between when new building and trade
codes are issued and when they are eventually revised and issued
again. According to the Bureau, a cycle is normally three years. City
Code states that an extension may be granted for 180 days. The Pro-
gram Guide gives the same extension length for residential permits,
but only 90 days for commercial permits.

The Bureau Program Guide gives more flexibility to help lagging proj-
ects get through the inspection process. According to the Bureau,
each permit’s unique situation is taken into consideration. While the
approach promotes customer service, it has the potential to create in-
consistencies from permit to permit. It also allows projects to remain
inactive for long periods of time, and can take staff resources away
from other BDS customers.

We found that City Code, BDS policies, and Bureau practices are not
aligned. Improvement in these areas will help the Bureau better
achieve their program objectives. We recommend the Commissioner-
in-Charge, though the Bureau of Development Services, take the
following steps:

1. Document any delegations of authority to approve permit
extensions or reactivations.

If a manager gives a staff member authority to approve
extensions in their place, that decision should be documented,
the authority should be limited to one or two senior staff, and
should only apply to the first extension.



Objective, scope
and methodology

2. BDS should consider other options and improvements
for reminding customers of current or up coming permit
expirations.

Reminder notices are an effort toward good customer service,
but the reminders are not sent to all permit holders and are not
always timely. BDS should consider whether all permit holders
should receive notifications, improve coordination of when
reminders are sent out and when permits are expired, and
consider options to reduce expenses.

3. Update the City Code, the BDS Program Guide, and
BDS practices so that all align and apply regulations
consistently.

e The total number of extensions allowed and the threshold
for when a permit may not be renewed should be clear
and consistently applied. BDS should propose revisions to
various City regulations to what best serves public safety
as well as a balanced customer-service approach. These
policies should be clearly stated on issued permits.

e All non-automatic extension requests should be from
permit holders, and the Bureau should enforce its policies.
Requests should be written and have justification.

The objective of this audit was to assess BDS management over-
sight for permits expiring after issuance, specifically how the Bureau
notifies customers and enforces expired permits. We reviewed
commercial and residential building permits, focusing primarily on
permits whose extension requests were not automatic extensions
due to an approved inspection. The audit does not address exten-
sions during the plan review phase of the development process.

We evaluated BDS’ current practices by sampling data in the BDS
database, TRACS, against City Code provisions and Bureau Program
Guides to determine the alignment between the three. We reviewed
data for residential and commercial building permits issued between

15
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January 1, 2012 and June 30, 2013 where there was extension or ex-
piration activity. We compared extension request documentation in
TRACS against code and policy requirements. We reviewed whether
managers approved requests for permit extensions. We reviewed
information from the database to identify performance information
for those permits with extension or expiration activity, such as how
frequently extensions were given and the amount of time between
permit issuance and expiration or final permit approval.

We interviewed management and staff in BDS to gain an under-
standing of the permitting and inspection process. We also observed
BDS Commercial and Residential Inspectors in the field performing
inspection work. We reviewed city codes and policies from other
jurisdictions to determine the requirements and tools they use to
document extension requests.

We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclu-
sions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.
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CITY OF Amanda Fritz, Commissioner
1221 SW Fourth Avenue, Suite 220

PORTLAND, OREGON Portland, Oregon 97204

(503) 823-3008
amanda@portlandoregon.gov

March 20, 2014

To: LaVonne Griffin-Valade, City Auditor

(
From: Amanda Fritz, Commissioner 444.\&\ q\’*‘l"k_/

Commissioner of Public Utilities
Paul L. Scarlett, Director P L )
Bureau of Development Services §

Ce: Tom Bizeau, Dora Perry, Deborah Sievert Morris, Doug Morgan, Drummond Kahn,
Kristine Adams-Wannberg, Robert Cowan

Subject:  Response to Audit regarding Bureau of Development Services” Permit
Extension/Expiration

Thank you for the opportunity to comment on the March 2014 audit of the Bureau of
Development Services’ (BDS) permit extension and expiration processes, Building Permils:
Extension practices inconsistent, documentation lacking. The audit was undertaken to assess
whether practices were effective in administering and overseeing permits expiring after issuance.
This was the second of two audits. The first audit addressed oversight and management practices
in the residential and commercial inspection sections.

We appreciate that the audit recognizes the important role of BDS and building permits in
ensuring building safety and neighborhood livability. We also appreciate the acknowledgment
that situations arise where permits need to be extended, whether for financial, scheduling, or
other conditions, as some of these conditions were particularly acute during the recent recession.
While BDS strives to meet the needs of our permit customers, ensuring the safety of permitted
work is our first priority.

BDS generally agrees with the audit recommendations and, in fact, had begun work on several of
the identified issues prior to the initiation of the audit. The Bureau is in the process of
implementing a new permit management system — currently known as the Information
Technology Advancement Project (ITAP) — and had identified several of the audit findings for
consideration in the new system.

We offer the following observations and comments regarding some of the specific areas
discussed in the audit:

* Expired Permits: The audit suggestion to “void” permits expired for more than six months as
a means to clarify the threshold when a permit can no longer be reactivated is being evaluated
by the ITAP team for possible inclusion in the new permit management system.
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= Permit Extension Documentation: We agree that permit extension requests and decisions
should be documented as discussed on pages 7 and 8. The audit notes that many of the
jurisdictions surveyed by the audit team require a form to request an extension. BDS is
researching this approach and is developing a form to document both the extension request
and the approval or denial of the request. We also plan to evaluate whether the extension
request and approval/denial process can be further automated through the new permit
management system.

= Permit Extension Approval: The audit recommends that permit extensions be approved by a
manager (page 9). We agree that permit extension approvals should come from an
authoritative source. However, we disagree that the authoritative source needs to be a
manager in all cases. As noted in the audit, requests for extensions are numerous. Some
delegation of extension authority, with appropriate limits, to Senior Inspection staff is prudent
to ensure that requests are processed in a timely manner. We are in the process of updating
and documenting standard operating procedures, as suggested in the recommendations of the
first audit. We will be sure to clarify which positions have authority to extend permits, the
limits of each position’s authority, and the process by which delegations of authority are to be

documented.

» Permit Expiration Reminder: Permit expiration reminder notices provide a valuable service
to our customers. We agree that the reminder notices must be timely to be most effective
(page 10). In fact, the need to automate what is currently a staff intensive process has been -
identified through the ITAP as a design requirement for the new permit management system.
In the meantime, we are adding staff resources to support the notification process and will
closely review and monitor the timeliness of the reminder notices.

= Policies: Maintaining and communicating clear policies that are consistent with City and
State regulations is essential. The audit comments regarding the BDS Program Guide, City
regulations, and State regulations are an important finding (page 12). We will conduct a
review of BDS policies and the corresponding City and State regulations. A technical review
team will evaluate and recommend changes to bring these policies and codes into alignment
where necessary.

The Bureau of Development Services is committed to providing the highest level of services to
neighborhoods, permit applicants, the development industry, and Portland’s residents. We
appreciate the thoughtful review by the Audit Division staff and the perspective it provides.
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