







December 23, 2008

To the Honorables:  Mayor Luke Ravenstahl 

and Members of Pittsburgh City Council:


The Office of City Controller is pleased to present this performance audit of  Pittsburgh City Council conducted pursuant to the Controller’s powers under Section 404(c) of the Pittsburgh Home Rule Charter.  This audit was requested by the President of Council and is the Controller’s first performance audit of City Council.

EXECUTIVE SUMMARY


City Council is the legislative branch of City government, comprised of nine members elected by district for staggered four year terms. Council members elect a President who appoints chairpersons to committees that correspond to City departments and functions.  Council legislates by ordinance or resolution.  Council’s other duties include approving the annual operating and capital budgets and directing grants to various groups and projects through the Neighborhood Needs program and Community Development Block Grant program. 

 The City Clerk’s Office coordinates and schedules all City Council public meetings and hearings and keeps a record of the meetings and legislation.  This audit assesses Council’s spending practices and internal controls, staffing, operation during budget years 2006 and 2007 and organization and compliance with Act 47 Recommendations.

Findings and Recommendations
City Council Salary Account

Finding:  Each Council member’s budget is allocated equally but rates of pay for Council staff vary.  Some Council members had fewer employees at higher pay rates. In 2006 and 2007, hourly rates ranged from $8.00 to $20.75 an hour and $8.00 to $27.23 an hour, respectively.

Finding: Ten percent (10%) of 2006 and 2007 time cards were not verified by Council member signatures.

Recommendation: Payroll cards should be properly signed and approved by the appropriate Council Members before they are processed for payment.

Pre-Encumbrance of Funds

In the City’s accounting system, a pre-encumbrance is used to hold funds for a specific requisition, usually a commodity, until it’s approved by Purchasing and encumbered for payment. The pre-encumbrance is liquidated as soon as a purchase order is cut.

Finding:  There is also a second class of pre encumbrance that is used to carry over a departmental cash balance from one fiscal year into the future. This money is tied up until it is expended, sometimes for years.  Council is still drawing on funds originally budgeted for 2001.

The use of pre encumbrances as a requisition tool is a generally accepted accounting practice.  But its use as a rainy day or wish-list fund weakens budgetary controls, causes accounting presentation and recording problems, reserves money that should be returned to the General Fund, and is generally a poor financial practice. 

Recommendation:  The practice of creating pre encumbrance accounts by resolution to carry over annual surpluses for general purposes should be eliminated City-wide as soon as realistically possible, and current balances should be expended or liquidated.

City Council Miscellaneous Services Accounts

Finding: The miscellaneous services account is utilized primarily by City Council for part-time office staff, consultant fees, community service grants, and out of pocket office reimbursements, but is included in the City Clerk’s budget.  City Council was responsible for 67% of the miscellaneous funds spent ($139,000 - $67,000) during the audit period.
Many miscellaneous account expenses that could have been charged to City Council were instead internally assigned as City Clerk expenditures.  While having no effect on the overall budget figures, it shows a lack of internal control in properly assigning the expenditures.

Recommendation: A separate City Council account for miscellaneous services should be set up so its expenditures can be accounted for in a consistent manner, preventing any unintended intermingling of City Clerk and City Council spending.  

Finding:  Some Council Professional Services forms omitted some of the required information.  Some community service invoices lacked any form of receipt.  One invoice was split into two payments to avoid the $1,000 threshold and the legal requirement of entering into a contract.

Recommendation: Any incorrectly or partially filled out form, including Professional Service forms, should be returned to the appropriate Council Member by the City Clerk’s Office until it is fully completed.

Recommendation: Community organizations that receive a professional services fee from City Council should provide City Council with a statement of the service to be rendered prior to the award.

Recommendation: City Council Members should utilize existing City contracts for their needs whenever possible instead of splitting invoices. 
Vehicle Use/Reimbursement
Until Ordinance 2 of 2008 was passed in June, Council members could collect a maximum of $150 per month in mileage reimbursements without providing a detailed accounting.  Ordinance 2 has eliminated mileage reimbursement for elected officials.

Neighborhood Needs Program

The Neighborhood Needs (NN) Program was started in 2000 when each Council district was allocated $1,000,000 of General Fund monies for neighborhood investment.  The program’s original intent was to pay for smaller community based capital projects not included in the City’s Capital Budget, but funds were increasingly directed to community organizations and services.
Finding:  As of 12/31/2007, $666,354.76 of  Neighborhood Needs funds were still unspent, with 88 Neighborhood Needs projects still active.  Funds had been partially expended for 42 of these projects, several of which had balances under one dollar ($1). Funds for the other 46 projects had yet to be drawn upon. 
Recommendation:  The City Council Budget Office should examine the current Neighborhood Needs accounts and liquidate the completed and cancelled projects that are still being shown as active.  The freed funds should then be directed into a general account dedicated to the appropriate district to be reapplied in that district.

Finding:  Neighborhood Needs fund balances are determined by PeopleSoft query, and the report generated is not always up-to-date because of reporting lags.  The reporting gap may be several weeks, and may be longer if pre-encumbrances are involved.  

Recommendation: The Mayor’s Budget Office should prepare an in-house spreadsheet to keep the Neighborhood Needs account balances current.  

Additionally, the Council and Mayor’s Budget Offices should prepare an annual report for City Council Members and the Controller’s Office, tracking the progress of current Neighborhood Needs projects and showing the district’s remaining available funds for future projects.

Community Development Block Grants – Unspecified Local Options

Community Development Block Grants (CDBG) are federal funds for use in projects targeted at low income areas. Non-CDBG areas are eligible to receive this funding if the grant is used to administer a food bank, senior center, adult daycare center, battered spouses shelter or children’s home.  
Finding:  There is a lack of coordination between City Planning, City Council and individual community groups regarding the remaining balances of allocated funding.  .  Once the community group is awarded the funding, there is no time limit on disbursement of the funds.  The auditors found that $1,195,076.14 was unspent, with some funding dating back to 1994.  Eliminating funds that may be on hold for current projects, there remains a balance of $577,107.90 in unused funds dating prior to 2006.

Finding:  There is no minimum amount for allocation.  The Status of Accounts report received from City Planning shows the smallest awarded amount to be $500 and the largest at $119,000, with a number of awarded projects awarded between $750 and $1,000.  The administrative and audit costs remain approximately the same no matter what the value of the contract, making larger grant awards more cost-effective..

Recommendation: To promote cost effectiveness, project impact and to streamline the system, City Council should place a minimum allocation amount of $2,500 or more per individual CDBG project.  Smaller amounts can be awarded through Neighborhood Needs program.

Finding:  Several groups have not spent budgeted funds awarded in the past, but continue to be allocated more CDBG money.  For example, one organization has a balance of $20,839.95, $1,339.95 of which dates back to 2002, $6,500 back to 2004, $4,000 back to 2005, $5,000 back to 2006, and another $4,000 from 2007.

Finding:  Neighborhood organizations seeking funding are supposed to fill out an application for funding and submit to its district council member.  Council Members often fund groups without first receiving an application for funding.  This results in funds sitting in a “dead” line item because no address or contact information is on file to begin the award process.

Recommendation:  Council members must require all community organizations to complete applications before funds are encumbered.  

Finding:  According to City Planning, multiple Council Members will sometimes allocate funding to the same organization.  There is no review or coordination for this funding.  This is not cost effective or efficient because Planning must send multiple contracts to the same organization and process multiple allocations instead of just one.

Finding:  City Council and its Budget Office have no process or system in place to reprogram money that has not been expended.  Consequently, some money that could be redistributed is encumbered year after year.  However, it should be noted that 80-90% of grantees do expend their money on a timely basis.

Recommendation:  Council’s Budget Office should advise Council Members as to which groups have not expended their funds.  Grantee organizations should be notified that if the money is not expended by a certain date, the awarded funds will be reallocated.  This will allow a systematic method to reprogram money from any “dead” projects to active line item accounts and allow the Council Member to follow the progress of the project.  The monthly reports should also be provided to the City Controller’s accounting section for reconciliation of their financial records.
City Council Organization and Staffing

Finding: Council’s primary role is legislative, and several of its ordinances require action by a City department or board within a certain time span to become legally binding.  Sometimes these actions are delayed for a variety of reasons.  The legislation then becomes invalid, and is dropped or has to be reintroduced and enacted a second time.

Recommendation:  City Council should consider creating a position in the City Clerk’s Office for a legislative tracker, who would be responsible for scheduling the required actions for legislation and following the responsible department/board to make sure that they are performing their obligations in a timely manner.  

Comparable City Councils Survey

Finding:  Using the three cities with 9 Council Members - Newark, Cincinnati, and Buffalo - as a benchmark, a Pittsburgh Council Member’s salary is lower by 7.5% ($55,029 to $59,471) but staffing is quite similar with about three aides per Council member. Pittsburgh’s total Council budget is midway between that of Buffalo and Cincinnati.   (Newark’s council budget is larger than that of Pittsburgh, Cincinnati, and Buffalo added together due to its salary structure and entirely self-contained costs.)

Pittsburgh appears to generally fit within the parameters of pay, staff, and budget for a Council of its size as set by similarly sized municipalities.

Council Use of Credit Cards  
Finding:  Council members utilized the American Airlines (AA) credit card again three times in 2007.  The auditors could not find a written policy regarding the use of the credit card.  Some Council Members and Council/Clerk staff members were under the impression that the cards were still available for use while others thought that they had been cancelled. 

City Council’s AA credit card policy is not clearly nor formally communicated.  This could lead to potential misuse of the card and shows a lack of internal control, which is always problematic with credit use, especially without pre-trip approval.  

Recommendation:  City Council should eliminate use of the American Airlines credit card and any others, and use the standard draw-down travel expense procedures utilized by most City employees.


City Clerk’s Transcription and Video Function  

Finding:  When a taxpayer or interested party requests a copy of a City Council meeting, the archived recording must be transferred from the Cable Bureau’s master tape to a regular VHS tape and then re-recorded, a time-consuming and cumbersome process.

Recommendation:  CIS should provide both the master tape and a master DVD of the City Council meetings to the Clerk.  DVDs should be used as both a way to provide the public with meeting archives and a storage media. 

Act 47 Requirement to Combine City Council and the City Clerk’s Office in the Budget

In the Recovery Plan, recommendation EL02 states “The City shall combine the budgets of the City Council and the City Clerk beginning in FY 2005.”  

Finding: Act 47 has never relieved Council of the obligation to combine with the City Clerk, although the oversight process has tacitly allowed the Offices to be separately budgeted during the past two fiscal years.  Both the Home Rule Charter and City Code describe the City Clerk’s Office as a support function of City Council.  
Combining the Offices would provide a somewhat more streamlined financial presentation, while separate budgeting of both salaried and non-salaried accounts would provide for stronger internal controls and public transparency

Recommendation:  If the budgets of City Council and the City Clerk remain separate, the miscellaneous service account of City Council should be kept apart from that of the City Clerk.  This will result in greater internal control, as previously recommended.


We are pleased that the Council President and City Clerk agree with many of our recommendations and would like to thank them for their cooperation with this audit.








Sincerely,









Michael E. Lamb









City Controller
