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September 21, 2010
Thomas W. Lannom
City of Portland
Revenue Bureau
111 SW Columbia Street, Suite 600
Portland, OR 97201-5840
Re: Evaluation of Revenue Bureau Collection Positions
Dear Mr. Lannom,
We are pleased to present the results of our evaluation of the Revenue Bureau’s methodology for calculating
return on investments for seven collection positions. Our report includes recommendations for further
consideration by your office to more fully capture the revenue related benefits derived from the revenue
collection activities.
We would like to thank you and your staff in participating in this study. If you have any questions regarding this
report, please contact Denise Callahan at (916) 642-7026.
Sincerely yours,

IntelliBridge Partners
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Executive Summary
The City of Portland Revenue Bureau was authorized by City Council to employ seven positions for the
purposes of implementing better revenue collection and monitoring programs provided that the Bureau could
accomplish a 2:1 ratio of revenues generated to expenses incurred for fiscal year 2009-10. To track the
Bureau’s performance against this goal, the Revenue Bureau developed a return on investment methodology.
The City requested IntelliBridge Partners to (1) determine if the Bureau, based on this methodology, correctly
calculated its return on investment (ROI) for the seven positions and (2) review and validate that its return on
investment methodology for the seven revenue collection positions is appropriate based upon the City’s
requirements.
The Bureau correctly applied and calculated its return on investment methodology in accordance with City
Council’s requirements. The Bureau used the correct formulas and used the right data sources to perform the
calculations. In fiscal year 2009-10, the Revenue Bureau calculated a return on investment ratio of 4:1.
Nonetheless, our assessment of the Bureau’s methodology showed it did not fully capture all of the revenue
generated and expenses incurred among the seven positions because the City uses an accounting approach
(e.g., calculates ROI based on net revenue) rather than a financial cost/benefit approach (e.g., net benefit). As
a result, the City may be under reporting the actual financial benefit derived from the seven positions. We
determined that the following areas should be considered in the City’s return on investment methodology:
•
•
•

The amount of revenues collected as a result of legal notices sent by the Delinquent Collections
Team should be included in the return on investment calculation.
The amount of revenues contested by businesses to be owed, but upheld because of City audits
should be included as “revenues preserved.” For example, a business claims a tax refund is due,
but following an audit, the refund is reduced or eliminated.
The overhead rate from the City cost allocation plan associated with the seven positions should
be captured as an expense.

The collections activities also generate a significant source of revenue for Multnomah County – a
substantial outcome of City collection activities – and this revenue benefit should also be included in the
ROI methodology. The City should also seek an agreement with the County to offset some of the
collection related expenses incurred by the City given the amount of additional revenue received by the
County.
There is also a financial impact from greater overall tax compliance as a result of collection and audit
activities. For example, if the City were able to increase compliance by 10 percent because of its audit
activities, then the associated financial benefit should be factored into the methodology. Finally, while
calculating the return on investment for the City’s collection activities provides an excellent and practical way
to measure effectiveness, other measures, such as, total tax revenues and percentage of taxes collected
when referred to the collections unit can also be measured to assess the full benefit of the program.
We provide the following three recommendations to the City of Portland Revenue Bureau to further improve
upon the existing methodology and suggested methods for calculating such impacts:
1. The current return on investment methodology should be enhanced by:
a. Including the collections stemming from legal notices issued by the Delinquent Collections
Team.
b. Including the amount of revenue “preserved” from auditors successfully upholding City taxes
owed by businesses.
c. Including overhead expenses, such as the portion of the City cost allocation plan associated
with the seven positions.
d. Adding the amount of revenue benefitting the County as a result of the Collection Team
efforts.
e. Calculating the revenue benefits as a result of increased audit and collections presence. This
measure could be tracked and monitored to ensure ongoing program effectiveness.
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2. The Revenue Bureau Director should consider implementing additional performance measures, such
as total tax revenues and percentage of revenues generated when referred to the collections unit.
3. The Revenue Bureau Director should consider performing a trend analysis to monitor collection unit
performance.

Objectives, Scope, and Methodology
The City of Portland Revenue Bureau had budgeted seven new positions for the purpose of increasing
revenue collection and monitoring programs provided that the additional positions could accomplish a 2:1 ratio
of revenues generated to expenses for fiscal year 2009-10. The Revenue Bureau requested that IntelliBridge
Partners:
1. Evaluate the application of the methodology to determine if the data systems and reports are properly
tracking additional revenues generated by the additional positions.
2. Evaluate the methodology used by the Bureau to determine if it is appropriate based upon the City’s
requirements to track additional revenues generated by the additional positions.
Seven Revenue and Collections positions were included in the review. These positions include:
1. Unlicensed Compliance Team (2 positions) – unlicensed businesses discovered through real estate
transactions.
2. Transient Lodgings Auditor (1 position) – part of the Audit Team, transient lodging audits related to
the collection of City of Portland and Multnomah County transient lodgings tax.
3. Business License Auditors (2 positions) – part of the Audit Team, business income tax auditors.
4. Delinquent Collections Team (2 positions) – delinquent business income tax collection for seriously
past due accounts.
Figure 1. Revenue Bureau business license collections process

Unlicensed
Compliance
Team

Regular
Collections
Team

Audit Team

Delinquent
Collections
Team

Legal
Collections
Team

To determine if the Bureau was appropriately applying its return on investment methodology, we reviewed
sources of information showing data on actual collections as of fiscal year end June 30, 2010. Also, we
reviewed and validated formulas and calculations. For each data source, we requested the original data
source including the Increased Collection Activity report generated from the Business License Information
System. We met with the data analyst who was responsible for running the report and reviewed the queries
used to generate the report. We interviewed managers and supervisors of the collections activities and
observed control functions of the system used in generating the information.
To evaluate if the methodology was appropriate based on the City’s requirements, we met with the Revenue
Bureau Director and License & Tax Division Manager to gain an understanding of the programs. Additionally,
we interviewed managers and supervisors responsible for each of the four collections activities. We then
analyzed the City’s return on investment methodology comparing practices and methods used in other cities
and applied principles of cost/benefit analysis.
For each component in the revenue collection process, we identified potential costs and benefits that were not
included as a result of using a cash/deposit basis of accounting. We reviewed reports and requested queries
from data systems to estimate a potential revenue benefit.
To further support our evaluation methodology, Perkin’s and Co., a local Portland CPA evaluation and
consulting firm, reviewed our methodology and results as part of our quality control process on this consulting
engagement. In their review, they found our analysis to be appropriate under the City’s requirements.
We conducted our work from July 2010 through August 2010.
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Principal Results
The Bureau Applied Its Current Methodology in Calculating ROI
The Bureau applied and calculated its return on investment methodology in accordance with the City’s
requirements. The Bureau used the correct formulas and the appropriate data sources to perform the
calculations. In fiscal year 2009-10, the Bureau calculated a return on investment ratio of 4:1 for the seven
positions.

ROI Methodology Does Not Fully Capture All Revenue Benefits and Costs Incurred
Our assessment found that the Bureau’s methodology does not fully capture all costs and benefits associated
with the revenue collection programs because the Bureau uses an accounting approach. This means that all of
the revenues collected are not credited to the appropriate group. For example, the delinquent collection
positions are not credited for the additional revenue captured and deposited when they issue legal notices on
delinquent accounts. As a result, the Bureau may be underreporting the actual financial benefit from the seven
positions.
Table 1.0 below summarizes the collection activities performed among the seven positions that result in
additional revenue capture or preservation, but are not currently included in the Bureau’s ROI methodology.
Where possible, we estimated the magnitude of the revenue impact.
Table 1.0: Collections activities excluded from the Bureau’s ROI analysis.

Activity Excluded from the ROI Analysis

Impact on
ROI

The amount of collections stemming from legal
notices sent by the Delinquent Collections Team.
The amount of revenues contested by businesses
to be owned, but upheld because of City audits
should be included as “revenues preserved.”
The overhead rate from the City cost allocation
plan associated with the seven positions.
Revenue received by the County as a result of the
Bureau’s collection activity.
Revenue collected from increased tax compliance.

Ï
Ï
Ð
Ï
Ï

Financial Estimate
$297,926 less legal expenses
$379,613

$110,212
$1,465,134
Percentage of revenue
increases stemming from
greater tax compliance.

Activities Excluded from the ROI Methodology
Legal Collections
When taxes due are past 91 days delinquent, they are referred to the Delinquent Collections Team.
Functionally, this team includes three subgroups: (1) Delinquent Collections Team, (2) third-party collections
agency, and (3) Legal Collections Team. When the Legal Collections Team was first created, its objective was
to pursue legal action against non-compliant businesses. Over time, the Bureau began automating the process
through its information systems and automated the legal letter generation process. With the existing
methodology, when a case is referred to the Legal Collections Team through the automated letter generation
process, revenues collected are credited to the Legal Collections Team. However, the Delinquent Collections
Team performs the majority of the work required to pursue the legal collections but is not credited for any
revenues collected.
The Bureau should consider including the revenues collected by the Legal Collections Team in the Delinquent
Collections Team’s return on investment and calculate the true cost of legal services provided. This approach
would provide a more complete and accurate estimate of the impacts of the Delinquent Collections Team.
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Revenues Preserved
The Bureau’s Audit Team selects tax returns using a risk-based selection methodology and reviews all refund
claims. In FY 2009-10, approximately 0.5 percent of tax returns were audited. When the Bureau’s auditors
identify claims, deductions, and refunds as invalid, these findings are considered “non-cash recovery” and not
credited to the Audit Team’s return on investment because cash is not deposited. In fiscal year 2009-10, the
business license Audit Team recovered $379,613 in non-cash revenues. While these recoveries are not cash
deposits, they are dollars the City would otherwise deduct or refund leading to reduced overall collections. The
Bureau should consider including the revenues preserved in the Audit Team’s return on investment
calculation.

Overhead Expenses
Return on investment methodologies should capture all of the direct and indirect expenses incurred in the
process of collections and monitoring. The Bureau used the actual direct expenditures for the seven positions
in calculating the return on investment of those positions as directed in the City’s FY 2009-10 Budget Note.
Actual expenses included salary and benefits only. Based on this approach, the return on investment ranged
from 157 to 656 percent with a cumulative return of 399 percent, as shown in Table 2.0.
Furthermore, the Bureau also calculated the return on investment using the budgeted dollars for the seven
positions. The return on investment ranged from 104 to 496 percent with a cumulative return of 297 percent.
To calculate the true return on investment, the Bureau should include overhead charges from the City’s cost
allocation plan. When we include overhead charges, the return on investment ranged from 135 to 559 percent
with a cumulative return of 326 percent, as shown in the table below.
Table 2.0:. Return on Investment using Different Expense and Methods

Budgeted Positions (Add
Package)

Actual FTE
Expense

FTE Expense
Plus Overhead

Add Package
Budget

Business License Tax Auditor (2 FTE)

656%

559%

496%

Delinquent Collections (2 FTE)

218%

175%

170%

Unlicensed Compliance Team (2 FTE)

307%

248%

227%

Transient Lodging Auditor (1 FTE)

157%

135%

104%

TOTAL (7 FTE)

399%

326%

297%

Tax Collections for the County
The Revenue Bureau collects taxes on behalf of the County through an interagency agreement. The increased
revenues collected for the County did not result in an increase in interagency charges. In fiscal year 2009-10,
the seven positions generated $1,465,134 in additional tax revenues for the County as shown in Table 3.0. If
the revenues collected on behalf of the County was included, the total return on investment would be 638
percent.
Table 3.0:. Comparison of Revenues Collected for the City and the County

Budgeted Positions

City

County

$1,191,328

$855,318

Delinquent Collections

$279,761

$214,882

Unlicensed Compliance Team

$408,813

$320,172

Transient Lodging Auditor

$74,613

$74,762

$1,954,515

$1,465,134

Business License Tax Auditor

TOTAL
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Revenue Benefit to Overall Tax Return Audits
Since the addition of the positions, the City audits approximately 0.5 percent of all tax returns. This is a
significant increase from the previous 0.2 percent. In addition to tougher efforts to collect taxes due, there is an
increase in overall tax compliance. This revenue benefit is not captured in the return on investment
methodology.
Prior to the addition of the transient lodging auditor, there was not a dedicated resource to reviewing hotels
and motels in the city and county. The existing staff performed audits when time and resources were available
but were not able to establish a credible presence in the lodging community. With the addition of the new
position, approximately 65 audits are conducted each year in comparison to approximately 10 in previous
years.
The Bureau’s methodology captures only direct revenues generated as a result of the transient lodging
auditor’s activities. However, the true revenue impact is greater. The audit presence in the community
increases overall tax compliance as evidenced by an increase in audit recovery revenue since the addition of
the dedicated auditor in fiscal year 2007/08 budget. From the three year period 2004-2007 compared to the
three year period 2007 - 2010, transient lodging tax revenues increased by $214,388 or 429 percent.
Figure 2.0: Increase in Transient Lodgings tax recovery since addition of TL auditor in 2007/08.

Transient Lodgings Tax Audit Recovery
The activities described above were excluded from
the Bureau’s return on investment methodology
because the Bureau generally captures net
revenues only. An alternative approach to
calculating return on investment considers net
benefit of the collection activities administered. A
benefit/cost analysis approach provides a true
representation of the revenue impacts. In Table 4.0
below, we list differences between a net benefit
approach vs. the currently used net revenue
approach.

$140,000

Tax Recovery

$120,000
$100,000
$80,000
$60,000
$40,000
$20,000
$0

Fiscal Year
Table 4.0: Comparison of net benefits vs. net revenue

Net Benefit ROI strategy

Net Revenue ROI strategy

All revenue benefits captured less total costs

Actual revenues collected and deposited less
direct expenditures

Includes actual cost incurred from all activities

Includes only expenditures budgeted

Quantifies all direct and indirect outcomes

Recommendations
The Bureau correctly applied and calculated its return on investment methodology in accordance with City
Council’s requirements from a net revenue approach. However, our evaluation identified opportunities to refine
and improve upon the existing return on investment methodology. These recommendations are designed to
provide more accuracy in the City’s requirements based on the impact of the added positions and also to
monitor the operational performance of the Bureau in general.
1. The current return on investment methodology should be enhanced by:
a. Including the collections stemming from legal notices issued by the Delinquent Collections
Team.
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b. Including the amount of revenue “preserved” from auditors successfully upholding City taxes
owed by businesses.
c. Including overhead expenses, such as the portion of the City cost allocation plan associated
with the seven positions.
d. Adding the amount of revenue benefitting the County as a result of the Collection Team
efforts.
e. Calculating the revenue benefits as a result of increased audit and collections presence. This
measure could be tracked and monitored to ensure ongoing program effectiveness.
2. The Revenue Bureau Director should considering implementing additional performance measures,
such as total tax revenues and percentage of revenues generated when referred to the collections
unit.
3. The Revenue Bureau Director should consider performing a trend analysis to monitor collection unit
performance.
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