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Charlie }lales, Mayor 
Fred Miller, lnterim Chief Administratiye Officer 

I 120 SW Fifth Ave., Suite 1250 
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OFFICE OF MANAGEMENT AND triNANCE TrY (s03) 823-6868 
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Io: 	 James Lanzarotta, Moss Adams LLP
 
LaVonne Griffin-Valade, City Auditor
 

From: Fred Mif ler, lnterim Chief Administrative Officer
 

'l' ,* /.r*r-;L-

As part of the City's FY2012-13 audit and required Auditor Communications performed and 
reported by Moss Adams LLP, I am respoRding to your Schedule of Findings and Questioned Costs 
(SFOC) for the finding related to the Office of Management and Finance, as follows: 

FINÞ|NG 2013-001 * eapitalization of lnternally Developed Software Personnel Costs, 
Significant Deficiency in lnternal Controls 

Recornmendation: We recommend that management provide education to Bureau personnel 
responsible for internally developed software on the requirements of GASB No. 51 generally, and 
the types of costs specifically, required to be capitalized, 

Management Response: (unaudited): The Office of Management and Finance (OMF) provided 
software capitalization requirements to bureaus represented in the October 17 ,2013 Accounting 
Advisory Committee meeting. Additionally, OMF provided information to bureaus City-wide during a 
Chief Administrative Officer spon$ored meeting held October 21,2013. 

During FY 2A14, OMF plans to provide focused training for the Bureau Capital Asset and Project 
Accountants, the Acccounting Advisory Committee members, and Bureau Audit Leads. Also, OMF 
plans to coordinate efforts with the Bureau of Technology Services, Ënterprise Business Solutions, 
the Technology Oversight Committee, and the City Budget Office, to ensure they have the 
information prior to and during the preliminary project phase of software development of 
technology projects. Also, OMF will reviseAccounting Administrative Rule Fin 6.09 Capitalization of 
Camputer Saftware Developed or Qbtained far lnternal Use to provide more definitions and further 
clarify which specific costs must be capitalized and what costs would not qualify for capitalization. 

The City appreciates the comments and recommendations of our independent financial auditor, 
and will use this information to improve processes going forward. lf you have any questions, 
comments, or concerns about these responses, please do not hesitate to let me know. 

An Et¡ u.al Opportu.nit1, Employer 
'Io help eflsure equal access to programq services øn.d qctivìtíes, the Office of Mønagentenr & I'inan.ce will, reasanably modiJy 

policies / procedures and provide auxiliary aids / services to tr)ersot'ß with dßabilitíes upon. request 

http:I'inan.ce


Bureåu of Þollee 
Charl¡e Hales, Mayor
 

l"lichael Reese, Chlef of Pollce
 
111.1. S.W. 2nd Avenue o Portland, OR 97204 o Phone: 503-823-0000 o Fax: 503-823-0342
 

Inteqrity Þ Compassion o Accountàbll¡ty . Respect c Excellence ô Service 

December 18,2013 

To:	 James Lanzarottâ, Moss Adams LLP 
LaVonne Griffi n-Valade, City Aud itor 

From: MichaelReese, Chicf of Police 

As part of the City's FY20l2-13 audit and requirecl Auditor Cornmunications perfonned and reported by 
Moss Adams, LLP, I am responding to your Schedule of Findings and Questioned Costs (SFQC) fbr one 
frnding related to the Portland Police lìureau, as follow: 

FINDTNç 20X3-00? - Proc¡r!'ement- Suspension and l)eharment * Significant Deficiency in 
Internal Control ancl Xnstances of Nonc<lmpliance 

Recommendqtiont We have noted that the City began corrective action during the fiscal year 2013 

on a go-forward basis for new contracls, However, this federal program was still utilizing 
contractors in place prior to the impìementation of the corrective action plan. It is our 
recommendation that the City continue to enforce its established policies to help ensure federal 

Ianguage is included in conffacts when federal funding is being applied. 

Views of responsible officlals and planned corrective qctÍons: (wnaudited): 

T'he City implernented a Conective Action PIan to address an issue identified by the independent 
auditor in FY 2011-12 Single Audit F'inding 20t2-08 regarding inclusion of references to the 
appropriate federal provisions and citations that will be included with any purchase order or 
contract. A process for the review and a communications plan was developed for future grant
funded purchases to ensure required federal language be included. Focused lraining was provided 
by Procurcment Services to the Bureau of Police and lJureau of Fire and Rescue. 

At the time that Finding 2012-08 was delivered, the Cþ was awaro that procurements already 
completed, or that were in process and at risk of the expiration of grant-funding, would not 
benelit fi'om this corrective action. 'I'he plan did allow the City to ensure applicable federal 
language was included in subsequent purchase documents. 

The Cily discovered a gap in the process that relates to the use of pre-existing supply ç<¡ntracts 

that do not yet contain the applicable language. This led to instances of non-compliance. The 
Police Ilureau is working with Procurement Services to detennine which existing contracts 
require renegotiation to incorporate appropriate language in advance of making grant-funded 
purchases frorn that vendor, 

C. 	 Jale Kingsfon, Conlroller 
Fiona Earle, Principal Managemenf Auditor, Audit Services 

6ommuntty Folicingr Making the Þifference Tegether

An Equal Opportunity Ëmployer
 

City Infolmation Line: 503-823-4000, ìIY (for hearing and speech impaired): 503-823-6868 Website: www.portländBolice.com
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