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Mr. Drummond Kahn
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Dear Mr. Kahn;
We have completed our performance audit of the City of Portland’s liens, collections,
and foreclosure process. This report contains our detailed analysis and conclusions
based on our review.
We wish to express our appreciation to City personnel we spoke with for their
cooperation and assistance during this audit.

Talbot, Korvola & Warwick, LLP
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Report Summary

Report Summary
In 2009, a workgroup of City stakeholders convened to explore options for collecting unpaid
liens associated with Portland City Code Title 29 violations – the section concerning property
maintenance regulations. The workgroup, known as the Quality Rental Housing Workgroup,
met several times and discussed options but was unable to reach consensus. In 2010, the City
Auditor and the Quality Rental Housing Workgroup both agreed that a more comprehensive,
independent evaluation of the existing lien collection process and costs should be undertaken.
As a result, competitive bids were solicited to conduct a performance audit of the City’s liens,
collections, and foreclosure process. Under contract to the City Auditor’s Office, Talbot, Korvola
& Warwick, LLP completed the performance audit.

Objectives
This audit was initiated with the intent of achieving the following objectives:
1. To identify the City’s goals for the assessing or recording of liens upon real property,
the collection of related receivables and the execution of foreclosures upon
properties with delinquent liens;
2. To accurately and completely map the City of Portland’s flow of fees, fines, liens and
collection activity;
3. To analyze gaps that may exist in those processes;
4. To determine if these processes achieve all of the City’s goals for liens, including the
collection of related receivables, and foreclosures; and
5. To provide recommendations for improvement that will allow the various involved
bureaus to achieve the City’s goals for liens, including collections of related
receivables, and foreclosures.

Results
The City of Portland provides a number of services to property owners including neighborhood
improvements (LIDs), system development charges (SDCs), and sidewalk repairs. Additionally,
the City enforces City Code for property maintenance, noise, sign, and zoning regulations. In
order to collect the costs of providing these services, a process that incorporates many bureaus
and practices has been developed. Property liens are used as the primary method for debt
collection with foreclosure being the final option.
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Portland City Code has established specific guidance regarding the assessing of liens upon real
property. Chapter 17 focuses on LIDs, SDCs, sidewalk maintenance and repair assessments,
and enforcement of City Code. Chapter 5.30 establishes the process for collecting delinquent
liens. Although this Chapter places an emphasis on the collection program to “maintain good
communication with property owners,” it also specifies that the City is responsible for recovering
costs associated with collecting delinquent liens, establishing incentives and penalties to
encourage payment, and developing special payment plans for persons having difficulties
paying liens.
Our review of the City’s collections process, including the flow of fees, fines, liens, and collection
activity, found a process that is complex, difficult to follow, fragmented, and duplicative. Varying
objectives among bureaus, differing views of roles and responsibilities, and disputes between
the Revenue Bureau and the City Auditor’s Office make it difficult for the City to provide an
effective collections process.

Additionally, City Code Chapter 5.30 states that foreclosure should be used as a last resort in
most circumstances to protect the interests of bondholders and taxpayers of the City and to
recover costs incurred by the City in providing services. However, the City has not executed the
foreclosure process upon properties with delinquent liens since 1971. Currently, 697 property
owners have over 1,400 liens on the City’s Foreclosure List accounting for over $7.5 million in
delinquent payments. Of these, 51 owners have five or more liens attached to their property
accounting for almost $2.7 million. Fourteen owners have delinquent payments of over $80,000
each, totaling over $1.9 million. 290 liens are over ten years old.

It appears that many property owners are willing to ignore timely payment and instead, wait for
the sale of the property to satisfy the obligation. The threat of foreclosure for those owners
without action renders this tool ineffective.

The use of liens is a successful method for debt collection. As an attachment to property, a lien
provides for secured debt. Although current collection practices have been successful in most
circumstances, over $14.6 million currently exist as delinquencies. Of this amount, over 51%
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are in the foreclosure process with the remaining amount in the collections process. Other
collection approaches could be used to supplement its efforts to further encourage payment.

City Code allows for the use of receivership and civil lawsuits. Either, as appropriate and cost
beneficial, can further encourage owners that elect to ignore code and other violations to come
into compliance and pay applicable fines and fees. Receivership provides a means to hold
owners accountable for allowing properties to fall into disrepair or otherwise be cited for City
violations. The ability to ultimately garnish a bank account or attempt to pursue other personal
assets of a property owner through civil lawsuits can encourage payment from those who
otherwise may view a property lien as long-term debt.

The overall goal of the Bureau of Development Services’ enforcement program is to assist
customers with gaining compliance with applicable codes where violations have occurred.
Although the Bureau has developed a penalty and fee schedule, charges differ based on type.
Costs for nuisance abatement violations – those violations associated with the abatement of
nuisances, disabled vehicles, etc., - are based on actual costs and fees. Property maintenance
violations – enforcement fees associated with dangerous and derelict buildings and public
health and safety – are based on monthly charges that double three months after the initial
notice of violation. These accounts, known as revolving accounts, also continue to accrue new
charges monthly regardless of whether payments are made.

BDS’s current fee structure appears to be disproportionate. Once a revolving account is in
compliance with City Code, it becomes an open lien. Although the lien’s principal no longer
increases, it continues to be charged interest, penalties, billing costs, and collection charges.
For example, the balance on a two year old nuisance abatement would be approximately
$1,850. A code enforcement fee charged in the same time period would be almost $9,000.

Assessing penalties and fees for non-compliance is a reasonable tool for encouraging
compliance and cost recovery. However, the current penalty and fee schedule may actually be
a barrier to those that do not have the resources for correcting the violation, much less,
penalties and fees assessed for non-compliance. In a time when many have lost their homes
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and others are struggling to make mortgage payments and other monthly obligations, increasing
fees could be more of an obstacle than a motivator.

Recommendations
The following table lists a brief overview of areas where changes to current operations can
improve efficiency and effectiveness.

Area
The City’s liens collection process is complex,
difficult to follow, fragmented, and duplicative.

Foreclosure is not being used as a collection
mechanism as established by City Code.

Other options should be considered to enhance
the collections process.

BDS fee structure may contribute to
nonpayment.

Recommendation
1. The City Council should:
a. Consolidate its lien collections process into a
single bureau.
b. Modify City Code, if appropriate, authorizing
the selected bureau to conduct all collection
activities.
2. The Bureau of Development Services and the
bureau responsible for the lien collections process
should establish a process and timeframes
regarding the finalization of a lien assessment.
3. The City Auditor’s Office should:
a. Actively pursue foreclosures on properties
with delinquent liens, or
b. Request the amendment of City Code to
eliminate the use of such foreclosures.
4. The City Council should:
a. consider the use of additional methods such
as receivership and/or civil lawsuits for debt
collection as applicable.
b. Identify specific criteria to apply for the use of
those methods.
5. The Bureau of Development Services should
reconsider its use of revolving penalties and find
other ways of assisting and encouraging property
owners with compliance issues.
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Introduction
The City of Portland, Office of the City Auditor, solicited competitive bids to conduct a
performance audit of the City’s liens, collections, and foreclosure process. Under contract to the
Auditor’s Office, Talbot, Korvola & Warwick, LLP completed the performance audit.

In March 2009, the Revenue Bureau was directed to convene a workgroup of stakeholders
including the Bureau of Development Services (BDS), the Bureau of Housing and Community
Development (now the Portland Housing Bureau), and the City Auditor’s and City Attorney’s
offices, to explore additional options for collecting unpaid liens associated with Title 29 violations
– the section of City Code concerning property maintenance regulations. The workgroup,
known as the Quality Rental Housing Workgroup, met several times and discussed options but
was unable to reach consensus. The bureaus of Revenue, Housing, Development Services
and the City Attorney’s Office agreed to recommendations reported in February 2010. In March
2010, the City Auditor responded to the solutions proposed by the Quality Rental Housing
Workgroup’s report. As a result of this initial review, the City Auditor and the Quality Rental
Housing Workgroup both agreed that a more comprehensive, independent evaluation of the
existing lien collection process and costs should be undertaken.

Objectives
This audit was initiated with the intent of achieving the following objectives:
1. To identify the City’s goals for the assessing or recording of liens upon real property,
the collection of related receivables and the execution of foreclosures upon
properties with delinquent liens;
2. To accurately and completely map the City of Portland’s flow of fees, fines, liens and
collection activity;
3. To analyze gaps that may exist in those processes;
4. To determine if these processes achieve all of the City’s goals for liens, including the
collection of related receivables, and foreclosures; and
5. To provide recommendations for improvement that will allow the various involved
bureaus to achieve the City’s goals for liens, including collections of related
receivables, and foreclosures.
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Approach
In order to achieve the defined audit objectives, the performance audit team compared actual
operations, practices, and results against generally agreed-upon standards and specific customtailored criteria. Where possible, the team compiled existing evaluation criteria and standards
from City policies and procedures, City Code, and industry practices.

In the absence of existing evaluation criteria, the performance audit team formulated its own
specific, measurable, and realistic criteria based on team members’ experience working with
governmental and private sector organizations and professional literature:

Public Accountability Criteria
The obligations of persons/authorities entrusted with public resources to report on the
management of such resources and be answerable for the fiscal, managerial, and
program responsibilities that they offer.

Efficiency, Effectiveness, and Economy Criteria
The efficiency, effectiveness, and economy of a governmental operation are inherent
responsibilities of those charged with its management. The overall "effectiveness" of an
organization is the determination of how well predetermined goals and objectives for a
particular activity or program are achieved. Effectiveness signifies the result of effort
rather than the effort itself. It is sometimes characterized as impact, results, or outcome.
Efficiency focuses on the maximization of output at minimal costs or the use of minimal
input of resources for the achievable output. Economy signifies the acquisition of
resources of appropriate quality and quantity at the lowest reasonable cost.

Legal Requirements
Any purpose or goals prescribed by law or regulation such as statutes, rules, and
ordinances.

Prior Years’ Performance
A historical baseline of accomplishments, services provided, timeframes, etc., against
which to compare the results of a current program or activity.
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Performance of Similar Organizations
Performance of similar organizations (e.g., operations, service delivery methods, results)
can act as a basis for comparison. Although organizational differences may prohibit
direct comparisons, information obtained can assist an audit team with identifying other
effective methods to provide services. To identify other methods of approaching code
violations, nuisance abatements, and project improvements, we contacted the cities of
Austin, TX; Eugene, OR; Gresham, OR; Sacramento, CA; Seattle, WA; and Tucson, AZ.
For the purposes of this performance audit, we did not audit or validate the data
provided by these sources.

Information obtained from other jurisdictions identified a variety of methods and
involvement of City personnel. Although, no ”best practices” were identified, approaches
used by others did provide the audit team with differing perspectives and options.

Methodology
The audit team also evaluated numerous documents and files relevant to the liens, collections,
and foreclosure process including:
·
·
·
·
·
·
·
·
·

City Charter
City Code
Previous reports and studies
Written policies and procedures
Organizational charts
Fee schedules
Financial information
Performance indicators/standards
Other applicable information

We analyzed and reviewed data for 2009 through 2011, as available. Quantitative and
qualitative analyses were undertaken as appropriate to understand the particular issues being
addressed. We also interviewed various City employees from each applicable Bureau and
Office including:
·
·
·
·
·

Auditor’s Office
Bureau of Development Services
Bureau of Environmental Services
Bureau of Transportation
Revenue Bureau
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Information provided during interviews became one source for observations noted in this report.
The information gained from these individuals and from other corroborative sources provided
insight into the issues, needs, and expectations surrounding the audit and was invaluable in
reaching the conclusions and recommendations presented within this report. However, not all of
the issues raised by City employees fell within the scope of this project.

After our preliminary review and analysis of information, we provided all initial findings to the
appropriate City representatives and finalized our findings and conclusions based on specific
feedback. All information contained within the report was reviewed with applicable City
employees for accuracy and reasonableness.

Audit Team Perspective
The audit team began this audit with an expectation of governmental excellence, a benchmark
that all organizations should have as a primary objective. Holding governmental entities to the
highest standards of efficiency and effectiveness serves the best interests of both the citizen
and government. When those expectations are not met, the team attempted to identify
opportunities to move toward an organization’s own vision of excellence. However, this vision
must be recognized, accepted, and internalized before significant organizational change can
occur.

It is for this reason that many of the observations found within this report are exception-based.
That is, they are oriented toward resolving problems or concerns. Although many aspects of
operations are performed efficiently and effectively, the greatest benefits to an organization are
typically derived from the identification of methods to achieve excellence.

Standards
We conducted the audit from August through December 2011 in accordance with generally
accepted government auditing standards. These standards require that the audit be planned
and performed to provide reasonable assurance that evidence is sufficient and appropriate to
support our findings and conclusions. We believe the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives. This audit was planned
and performed to:
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Obtain an understanding of the nature of the area being audited.
Identify and assess management controls as they relate to the specific objectives
and scope of the audit.
Identify legal and regulatory requirements.
Identify criteria needed to evaluate matters subject to the audit.
Identify sources of sufficient and appropriate evidence and determine the amount
and type necessary to formulate a reasonable basis for audit conclusions and
findings.

Compliance
As part of the audit, the audit team examined compliance with applicable federal and state
statutes and City rules and regulations as they pertained to the specific objectives of the
performance audit. For those items the audit team did not specifically test for compliance,
nothing came to the team’s attention that would indicate significant instances of noncompliance.

Scope Limitations
This audit does not cover any lien activities of the Portland Development Commission.

Extensive concerns regarding the functionality and efficiency of the City’s Lien Accounting
System have been identified by City personnel. The City Auditor’s Office is pursuing the
replacement of the system. Because of these efforts, this audit did not further assess the
current system.

5|Page

The City’s Current Process

Performance Audit of
City’s Liens, Collections, and Foreclosure Process

The City’s Current Process

Liens, Collections, and Foreclosures
The City of Portland’s Liens, Collections, and Foreclosure Process currently refers to the approach
the City has taken to collect assessments, fees, and penalties related to certain services provided.
The City currently provides two primary types of services that result in specific collection
processes: 1). property enhancement provided through Local Improvement Districts and
System Development Charges, and 2). protecting the health, safety, and welfare of Portland
citizens, through:
·
·
·

·

establishing and enforcing minimum standards for residential structures regarding basic
equipment, facilities, sanitation, fire safety, and maintenance.
establishing and enforcing minimum standards of maintenance for outdoor areas and
adjacent rights of way.
regulating and abating dangerous and derelict buildings. Abatements can take multiple
forms. For example, nuisance abatement is the removal, repair, or other steps taken to
remove a nuisance while a summary abatement removes a nuisance without requiring
prior notice to owner due to safety issues.
establishing and enforcing minimum standards for the exterior maintenance of nonresidential structures.

The following illustration identifies the types of services and responsible bureaus:
Service
Local Improvement
Districts (LIDs)

System Development
Charges (SDCs)

Description
The LID process provides a tool for citizens
to obtain needed improvements in their
neighborhoods. These improvements are
usually financed through the use of General
Obligation Bancroft Bonds and are paid by
assessments against LID property owners
with the general taxing power of the City as
back-up security.
Residential streets, storm-water sewers
and facilities, sidewalks, and speed bumps
are examples of LIDs.
SDCs are one-time fees based on the
proposed new use or increase in use of a
property. They apply to both new
construction and residential projects that
increase impact to City infrastructure. The
amount of the fee frequently exceeds the
actual cost to connect new customers to the
system. This excess often represents a
charge to new customers for either:
·
their fair share of the capital cost of the
system already in place, or
·
the cost of increasing system capacity
to meet the additional demand created
by the new connection.

Responsible Bureau
·
·
·

Transportation
Environmental Services
Water

·

Environmental Services
- sanitary sewer system
- storm water
Parks and Recreation
- facilities
Transportation
- new development (other than
remodeling) or change of
existing buildings that create
more than 15 percent new
transportation
Water
- based on installed meter size
and assessed for all domestic
and irrigation services

·
·

·
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Sidewalk Repairs

Nuisance Abatement
and Removal
City Code Violations

Property owners are generally required to
maintain sidewalks abutting their property.
Repair work can be performed by an owner
initiate method (contractor, etc.) or through
City resources.

Noise, sign, Fire Watch, and zoning
regulations

Property Maintenance

The City’s Current Process

·

Transportation

·

Development Services

·
·
·

Development Services
Fire Bureau
Development Services

Source: Compiled by TKW from City provided information

Illustration 1
Property enhancements result in costs that are actually expended by the City and passed on to the
property owner to pay for the improvements. In the case of SDCs and LIDs, repayment is in the
form of bonds and timely payment is essential.

City Code violations do not necessarily result in actual expenses (with the exception of inspection
and administrative costs) and are fine based – a property owner is assessed a fine until full
payment occurs.

The Process
The City uses the attachment of a property lien as its primary means to recover assessments and
costs associated with nuisance abatement, code violations, and other services. Portland City Code
and Resolutions establish the overriding guidance for collecting assessments, fees, and penalties
as well as the administration of the liens and foreclosure processes. City Code Chapter 29,
Property Maintenance, identify all regulations associated with, nuisance abatements, code
enforcement, and property maintenance. Portland City Resolution 34267 provides the City with
authority to lien property for the repayment of LIDs. City Code Chapter 5.30 establishes the
process for collecting delinquent liens and places an emphasis on the following:
·
·
·
·
·

maintaining good communication with property owners,
recovering costs associated with collecting delinquent liens,
providing incentives and penalties to encourage payment,
providing special payment plans for persons having difficulties paying liens, and
using foreclosure as a last resort in most circumstances to protect the interests of
bondholders and taxpayers of the City and to recover costs incurred by the City in
providing services.

7|Page

Performance Audit of
City’s Liens, Collections, and Foreclosure Process

The City’s Current Process

Liens take multiple forms:
·
·
·

·
·

Open Lien - a lien that has not been or cannot be financed, and requires payment
in full 30 days after assessment.
Bonded Lien - a lien which has been financed under the provisions of state law, City
Code, or City Charter and paid in installments.
Revolving Lien - monthly principal, interest, and fees are assessed on the property
until the violation has been corrected. After 90 days, if the owner
has not corrected the violation, the monthly fees are doubled. If the
violation is corrected but assessed charges are not paid in full, the
status is changed to “Open.” Interest, penalties, and billing costs
continue to accrue until fully paid.
Priority Lien - take priority over all other non-tax liens (includes LIDs, SDCs,
Sidewalk Repairs, and Nuisance Abatements)
“Junior” Lien - paid once other lien holders have been paid

Type

Form

Payment

Installment
contract?

LIDs, Sidewalk Repair
Nuisance Abatement
Code Enforcement
SDCs

Open/Bondable
Open
Open/Revolving
Bondable

30 days in full, contract
30 days in full
In full each month
Installment

Yes
No
No
Yes

The City allows bonded liens to be financed through an Installment Payment Contract. All
contracts over $2,500 can be financed up to twenty years. System Development Charge
installment contracts can be paid over five or ten years. Sewer and Water System Development
Charges and LID installment contracts also have monthly or semiannual payments over twenty
years.

LIDs, SDCs, sidewalk repairs and nuisance abatements are secured by a priority lien. Code
enforcement and property maintenance violations are secured by a “junior” lien.

The “process” begins with the responsible bureaus. The City’s first priority is to communicate
with property owners in an effort to receive payment. Payment plans are available for LIDs,
SDCs, sidewalk repairs (pre lien) and nuisance abatement, code violations, and property
maintenance (after case is closed and is no longer a revolving lien). For bureaus that initiate an
assessment for SDCs or LIDs, a request is made to the City Auditor’s Office to place a lien on
the applicable property. For those bureaus that deal with code violations, unsuccessful
attempts to receive payment within a given time period are referred to the City Auditor to record
as a property lien. A lien represents the cost of an improvement, system development charge,
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fine, or other assessment against the property. If the lien is not paid when assessed, it remains
recorded against the property and when fully paid, it is considered to be "satisfied."

The Lien Process

Source: Compiled by TKW from Dan Vizzini, BES and other City information

Illustration 2

The Bureaus
The City’s current collection involves three primary Bureaus/Offices – BDS, Revenue, and the
Auditor’s Office. Other Bureaus, including PBOT, Parks, Water, BES, and Fire also have some
association.
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Bureau of Development Services (BDS)
Neighborhood Inspections and Compliance Services Section
BDS’ Neighborhood Inspections and Compliance Services Section is responsible for
property code violations including:
⋅
⋅
⋅
⋅
⋅
⋅
⋅
⋅
⋅
⋅

Construction codes (work without permit)
Zoning code
Fire damage and dangerous buildings
Noise control
Nuisance issues on property and adjacent rights-of-way
Housing maintenance concerns
Derelict buildings
Signs
Exterior maintenance requirements on non-residential structures, and
Chapter 13 multi-family housing systematic inspections

To encourage customers to comply with applicable codes where violations have occurred,
fees are imposed to create financial incentives for both compliance and cost recovery.

Currently, the system is complaint driven. When a complaint is received, an inspector
performs the inspection and determines applicable code violations. A letter is sent to the
property owner and occupant identifying the violation(s) and what must occur to come into
compliance and avoid paying penalties and/or fees. In addition, the letter provides due
process for an Administrative Review if desired. If the owner does not respond within the
time period stated in the letter, 15 to 60 days depending upon the severity of the violation,
fines and fees begin to accrue and a lien is placed on the property. Certain penalties for
violations, such as property maintenance, dangerous buildings, zoning, and noise double in
the third month if the property owner does not correct the violation and/or pay the assessed
fines and fees. An account is considered delinquent 30 days after an assessment was
imposed if no payments are made.

BDS initiates almost 50% of all liens with the majority of these (72%) for code enforcement
violations.
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City Auditor’s Office
Portland City Code 1 requires the Auditor’s Office to maintain the City Lien Docket, the
record for the entry of fees, charges, penalties, or assessments as authorized by state law,
City Code, or City Charter. These include costs related to the construction of economic or
public improvements or for other improvements or purposes authorized by state law,
systems development charges, costs of sidewalk repairs, costs of nuisance abatement,
penalties assessed by the Code Hearings Office and fees associated with code
enforcement. The Auditor is also responsible for processing and approving or denying
applications for the Catch-up Payment Program 2 and the Hardship Payment Program 3 ;
administering the foreclosure process; preparing foreclosure lists; and transmitting the
foreclosure lists to the City Council for its review and approval.

The Auditor’s Office’s Assessments, Finance & Foreclosure Division is responsible for
maintaining the City’s Lien Docket.

Liens are entered into the City Lien Docket corresponding to all fees, charges, penalties,
and assessments as authorized by state law, City Code, or City Charter for which payment
has not been received by the due date. Applicable fees (billing and rebilling) are included in
the process to recover billing costs and the costs of collecting delinquent lien amounts.
Increases in penalty amounts and the interest rate are also allowed by Code to encourage
early payment of delinquent liens. The Auditor may also waive interest, penalties and
collection costs on delinquent liens under certain circumstances 4 . Once recorded, an
assessment notice is sent to the property owner and, if no payment is received within 30
days, it becomes a delinquent lien.

Although it is the responsibility of the Auditor’s Office to collect the amount owed on
delinquent liens, the Office has entered into an agreement with the City’s Revenue Bureau
to perform collection activities. Liens are submitted to the Bureau to begin collections. If the
1

Chapter 5.30.040
A property owner is allowed to bring a delinquent bonded lien current or pay in full by the end of an established
period by increasing the monthly amount or to pay a delinquent open lien in full by the end of an established period
3
A property owner may pay only interest and billing charges for a period not to exceed 12 months
4
Delay caused by City staff, a documented financial emergency, or the state of transfer to a non-profit or government
program
2
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account remains past due after 180 days, it is sent back to the Auditor for possible
foreclosure proceedings. The Auditor’s Office Foreclosure Manager will continue to attempt
to collect.

Foreclosures
Foreclosing on delinquent accounts has been identified by City Code 5 as a method to
protect the interests of bondholders and taxpayers of the City and to recover costs incurred
in providing services. The City Auditor is responsible for preparing a proposed foreclosure
list. Properties are placed on this list if:
·
·
·

It is an open lien which is at least 60 days past the due date
It is a bonded lien which is at least one year past the installment due date
the property owner has been provided at least two written delinquency notices within
a three-month period prior to the sale

Although the City has the ability to foreclose on delinquent property, no actual foreclosure
has occurred in over 40 years. The City’s current approach is to place properties on the
foreclosure list and pursue resolution of accounts through actions by the Auditor’s Office
Foreclosure Manager. The Manager contacts owners and facilitates payments.

Hearings Office
The City’s Code Hearings Officer acts on behalf of the Council in considering and applying
regulatory enactments and policies pertaining to the matters established by City Code. The
Hearings Officer provides an impartial adjudication of alleged code violations and provides
persons affected by administrative determinations and decisions with an effective and
impartial appeal and review of the legality and appropriateness of the determination. The
Hearings Office is organizationally located in the Auditor’s Office.

There are two routes to the Hearings Office:
1. Code Hearing
The Hearings Office is “asked” to review code violations and remedies. This is
complaint driven and originates through the Bureau of Development Services. It is
completely within the Bureau’s discretion to determine whether a hearing is
warranted.
5

Chapter 5.30.010
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2. Appeals
Once the Bureau makes a decision, a determination letter is issued – usually with a
reference to fines/penalties. If the owner disagrees with the determination that a
violation occurred, he/she can request a hearing. Appeals usually are in response to
nuisance cases. The Hearings Officer reviews the decision, listens to testimony, and
makes a decision based on City Code.
Revenue Bureau
The Revenue Bureau’s Operations Division provides account maintenance, payment and
adjustment processing, and targeted collections (calls, letters, and payment plan
enforcement) for the Auditor’s Office. The Bureau helps property owners and title
companies understand the type of liens placed on properties, amount owed, and available
payment options. Information is also provided to originating Bureaus regarding outstanding
balances and payments received.

The Collections Process
The Revenue Bureau follows the collections process as adopted by the Auditor's Office.
The overall framework is to give the property owner notice of the delinquency, the cost of
not bringing the account current, available options to help bring the account current, and
increasingly bring awareness of the consequences of inaction. Collection efforts are
directed to delinquent accounts in the early stages of delinquency. The framework includes
the following categories:
1.
2.
3.
4.
5.

Delinquent accounts between 1 to 30 days delinquent
Delinquent accounts between 31 to 60 days delinquent
Delinquent accounts between 61 to 90 days delinquent
Delinquent accounts between 91 to 120 days delinquent
Delinquent accounts between 121 to 150 days delinquent

The Revenue Bureau provides notice of the delinquency to the property owner. Notices
identify the type of the delinquent lien account and that the property will be placed on the
foreclosure list unless the property owner elects to pay under the Catch-up Payment
Program or brings the account current.
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The City’s Current Process

Collection Process
Steps by days delinquent
Lien
Type
Bonded

Lien
Type
Open

30+ days
Collection
Call

30+ days
Collection
Call

90+ days
1st
Collection
Letter

180+
days
2nd
Collection
Letter

30+ days
1st
Collection
Letter

60+ days
2nd
Collection
Letter

270+
days
3rd Letter
Certified

90+ days
3rd Letter
Certified

After Assessment
Lien
Type
Revolving

30+ days

30+ days

Collection
Call

Revolving
Letter

330+ days
File to
Foreclosure
Mgr

150+ days
File to
Foreclosure
Mgr
After Set to Open

30+ days
Set to
Open
Notice

60+ days
1st
Collection
Letter

90+ days
2nd
Collection
Letter

120+
days
3rd
Letter
Certified

180+ days
File to
Foreclosure
Mgr

Bonded: Improvement liens that have a signed contract - sidewalk repair, SDC charges (Transportation,
Parks, Sewer, Water), LIDs (Street, Sewer, Tram, etc)
Open: Any lien that has not been contracted - sidewalk repair, LIDs (Street, Sewer, etc) or cannot be
contracted - Development Services enforcement and penalty liens
Revolving: Development Services - Code enforcement fee liens that have not corrected the identified
violation
Source: City of Portland Revenue Bureau

Illustration 3
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Results
The City of Portland provides a number of services to property owners including neighborhood
improvements (LIDs), system development charges (SDCs), and sidewalk repairs. Additionally,
the City enforces City Code for property maintenance, noise, sign, and zoning regulations. In
order to collect the costs of providing these services, a process that incorporates many bureaus
and practices has been developed. Property liens are used as the primary method for debt
collection with foreclosure being the final option.
This audit focused on identifying the City’s goals for the assessing or recording of liens upon
real property, collection of related receivables, and execution of foreclosures upon properties
with delinquent liens. Additionally, it mapped the flow of fees, fines, liens and collection activity,
and analyzed gaps in those processes. It also determined whether current processes achieve
those goals.

The City’s Goals
The City’s goals for the assessing or recording of liens upon real property have been
established by City Code. Chapter 17 specifically states that the City will record liens for Local
Improvement District assessments, System Development Charge assessments, sidewalk
maintenance and repair assessments, enforcement of City Code, and other assessments
prescribed by City Code. Chapter 5.30 establishes the process for collecting delinquent liens.
Although the Chapter places an emphasis on the collection program to “maintain good
communication with property owners,” it also specifies that the City is responsible for recovering
costs associated with collecting delinquent liens, establishing incentives and penalties to
encourage payment, and developing special payment plans for persons having difficulties
paying liens.
Our analysis found that the use of liens is an appropriate mechanism to achieve the City’s goal
to collect assessments, recover costs, and encourage payment. Many jurisdictions secure debt
by placing a lien on property.
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The Collection of Related Receivables
Through our mapping of the City’s flow of fees, fines, liens, and collection activity, we found
multiple bureaus/offices involved resulting in duplication, miscommunication, and fragmentation.
Our analysis of current collection practices also found varying objectives among bureaus,
differing views of roles and responsibilities, and disputes between the Revenue Bureau and the
City Auditor’s Office making it difficult for the City to provide an effective collections process.

Consolidating all collection activities into one bureau would effectively improve efficiency,
minimize duplication, and establish a basis for meeting the City’s goal to have a collections
program that has an emphasis on maintaining good communication with property owners.
Execution of Foreclosures
City Code Chapter 5.30 states that foreclosure should be used as a last resort in most
circumstances to protect the interests of bondholders and taxpayers of the City and to recover
costs incurred by the City in providing services. However, the City has not executed the
foreclosure process upon properties with delinquent liens. Currently, 697 property owners have
over 1,400 liens on the City’s Foreclosure List accounting for over $7.5 million in delinquent
payments. Of these, 64 have a payoff of over $20,000 and four over $100,000. Combined,
they account for over $2.6 million.
It appears that many property owners are willing to ignore timely payment and instead, wait for
the sale of their property to satisfy the obligation. The threat of foreclosure for those owners
without action renders this tool ineffective.
Additional information pertaining to each of these areas and specific recommendations follow.

Collections should be
consolidated in one
bureau

Many City bureaus have a role in the collection process. As
shown by Appendix A, the process is complex, difficult to follow,
fragmented, and duplicative. As the following illustration

indicates, BDS, the Revenue Bureau, and the Auditor’s Office each are responsible for a portion
of the collections process:
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Source: Compiled by TKW from City information

Illustration 4

The Bureaus Roles
Bureau of Development Services
In 2009, BDS Neighborhood Inspections and Compliance Services Section began a
proactive lien reduction case review intended to improve cash flow when the number of
permits and the size of new construction projects began to decrease. This process reviews
lien accounts to determine if there are reductions that can be made to help reduce
delinquent balances. It focuses on property owner contact to help increase collections. The
Section Manager contacts property owners/responsible parties to obtain payments through
the lien reduction process. Payments can be made with credit/debit cards 6 . In addition,
other governments, such as Multnomah County and the State of Oregon, are contacted to
locate responsible parties to bring the property into compliance and pay applicable penalties
and related charges. In FY2009-10 and FY2010-11, these efforts resolved over 200 liens
and resulted in over $138,000 being collected and paid internally at BDS.

The Revenue Bureau
Through an Interagency Agreement, the City Auditor, charged with the responsibility of
establishing a process for the collection of delinquent assessment liens, contracted with the
Revenue Bureau to assume this function. The Bureau, using requirements set forth in City

6

Although authorized for use, automatic payments and ACH payments have not been implemented
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Code, established written rules and procedures to collect payments for property related
transactions. Its defined objectives include:
·
·
·
·
·

providing a fair, consistent, cost effective and efficient collection process that
includes options for property owners experiencing difficulties in making payment.
providing information and referring property owner to other agencies as appropriate.
keeping delinquencies to a minimum to protect the interest of bondholders and
taxpayers of the City.
lending support to the City's foreclosure process.
providing same-day service on lien pay-off as well as on lien information requests.

Upon receipt of a delinquent lien, Revenue initiates the collection process through a phone
call and continues with collection letters sent at required timeframes based on the type of
lien. In the last two fiscal years, this process has resulted in approximately 70% of liens
either being paid in full or payment plans scheduled. In FY 2011, first letters had a payment
response of over 43%, second letters 18%, and third letters 38%. The success rate of the
third letter is believed to be the result of the letter’s emphasis on payment:
“Please pay the amount due on the billing statement with the statement date of xxxxx to
avoid potential foreclosure. If this remains unpaid, this lien will be turned over to the
Foreclosure Manager in the City Auditor’s Office.”
The following illustration identifies liens collected as a percent and amount based on the
attempt in the last two complete fiscal years:
Collections as a Percent/Amount of Total

Number
of Liens

Paid/
Cancelled
after 1st
letter

% of
Total

Paid/
Cancelled
after 2nd
letter

Paid/
Cancelled
after 3rd
letter

% of
Total

Sent
to
Fore.

% of
Total

% of
Total

FY 2010

924

295

31.93%

71

39.61%

259

67.64%

299

32.36%

FY 2011

580

251

43.28%

60

53.62%

101

71.03%

168

28.97%

Collections as a Percent/Amount by Attempt

Number
of Liens

Paid/
Cancelled
after
1st letter

%

FY 2010

924

295

31.93%

629

71

11.29%

558

259

46.42%

299

FY 2011

580

251

43.28%

329

60

18.24%

269

101

37.55%

168

Number
Not
Collected

Paid/
Cancelled
after
2nd letter

%

Number
Not
Collected

Paid/
Cancelled
after
3rd letter

%

Sent
to
Fore.

Source: Compiled by TKW from Revenue Bureau information

Illustration 5
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The following illustration identifies the number of liens collected based on attempts:
2010 Liens Collections

71

259

295
299

2011 Liens Collections

Paid 1st Attempt
Paid 2nd Attempt
Paid 3rd Attempt
Sent to Foreclosure

60
101

251
168

Paid 1st Attempt
Paid 2nd Attempt
Paid 3rd Attempt
Sent to Foreclosure

Source: Compiled by TKW from Revenue Bureau information

Illustration 6
Although City collection activities result in property owners settling lien accounts, many
payments result when properties are sold:

Final Lien Payments - Non Foreclosure
(7/1/2010 – 1/31/2012)
Type of Payer
Owner
Mortgage Company
Sale
Total

Accounts
290
62
102
454

Percent of Total
63.9%
13.7%
22.5%
100.0%

Dollars
$ 380,909
219,826
476,203
$1,076,938

Percent of Total
35.4%
20.4%
44.2%
100.0%

Dollars
$373,638
162,334
400,594
$936,566

Percent of Total
39.9%
17.3%
42.8%
100.0%

Final Lien Payments - Foreclosure
(7/1/2010 – 1/31/2012)
Type of Payer
Owner
Mortgage Company
Sale
Total

Accounts
198
77
148
423

Percent of Total
46.8%
18.2%
35.0%
100.0%

Source: Compiled by TKW from Revenue Bureau information

Illustration 7
Auditor’s Office
Although the Auditor’s office has contracted with the Revenue Bureau for collection
activities, it has retained the Foreclosure Program and through City Code 7 , can evaluate
individual delinquent open liens to develop recommendations on revising the payment

7

Chapter 5.30.060
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amount of the lien and the payment terms. Specific factors set forth in Code provide
guidance. These recommendations would be submitted to the City’s Collections Committee
(comprised of four members: two from the City Council, one from BDS and one from the
Office of Management and Finance) to review and consider. A written determination
accepting, revising or rejecting the recommendations on adjusting the delinquent open lien
payment amount and terms would be issued. Currently, this process is not occurring.

Auditor’s Office Foreclosure Program
Unsuccessful attempts by the Revenue Bureau to receive payment for delinquent liens
result in the submittal of those properties to the Auditor’s Office Foreclosure Program. Once
accounts are received from Revenue, property owners are notified that foreclosure is
imminent unless a payment resolution is developed. This practice, coupled with phone
calls, additional letters, meetings with owners, and referrals to human service agencies for
assistance when appropriate, has resulted in resolution 8 of approximately 65% 9 of the
accounts presented for foreclosure.

The Foreclosure Program was created in 2003 with two primary objectives. First, it was
designed to improve collection practices, decrease delinquency rates, and increase
revenues from uncollected liens. A proactive approach was initiated to increase pressure/
opportunity for delinquent property owners to find a solution to their delinquency. Policies
and procedures were also developed to give property owners the opportunity/time to resolve
situations prior to foreclosure action.

Secondly, the Program established practices to move long-term delinquencies to actual
foreclosure within one year. Although the City has the ability to foreclose on property with a
delinquent lien, foreclosure is intended to be used as a last resort to collect money owed to
the City. Currently, once a delinquent property is placed on the City’s foreclosure list, it
remains there indefinitely.

8
9

Liens paid off, or payment plans established
Source: Office of City Auditor
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To date, the Program has focused its resources on collection. Its current activities appear to
be an extension of the same methods used by the Revenue Bureau - letters and direct
contact. As with the Revenue Bureau’s final attempt for payment, it is believed that the
warning sent by the Foreclosure Program to a property owner indicating that a lack of
payment could result in foreclosure does encourage payment. Since its inception, the
Program has recovered over $6.7 million.

Although the Foreclosure Program has had success in collecting payment for delinquent
liens, its practices are consistent with those of the Revenue Bureau and are essentially a
continuation of the Bureau’s collection process.

Lien Collection Responsibilities
We believe all collections activities should be the responsibility of one bureau. The City’s
current process incorporates multiple bureaus resulting in duplication, miscommunication, and
fragmentation, and ultimately causes property owner confusion – which is contrary to the City’s
stated purpose to “maintain good communication with property owners 10 .” Limited
communication and coordination between the bureaus increases confusion. As the following
illustration exhibits, a property owner is currently required to contact multiple bureaus each with
differing roles and responsibilities in the process:

10

Chapter 5.30.010
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Lien Collections Process

Source: Compiled by TKW from Bureau information

Illustration 8

The involvement of the bureaus in the collections process has resulted in confusion for all
parties. Revenue and BDS are implementing collection efforts simultaneously which has given
the impression that there is no collaboration between bureaus and the appearance of a lack of
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knowledge. There have been instances where BDS makes an offer and believes the owner
has accepted it. When the Revenue Bureau makes contact, the owner may have understood
the terms differently or indicates that they never made such an agreement.

The current lien assessment, collection, and foreclosure process includes 7.8 FTE at a cost of
over $1.3 million. For FY 2011-12, the Auditor’s Office will pay almost $621,000 to the Revenue
Bureau to perform collections. BDS staff are also involved in the process. However, specific
costs were not identified.

Multiple fees are also a component of the collections process. The Auditor’s Office places a
10% fee on the initial assessment, and receives 10% of accrued principal plus interest (12%), a
monthly billing charge of $3, collection charge of $25, and a monthly penalty of .25% of
principal. These fees are estimated to result in revenue of almost $700,000 in FY2011-12.

Currently, each of the primary bureaus involved in the collections process have varying
objectives and believe they have either a specific role (BDS) or should assume all collection
activities (Revenue and the Auditor’s Office). BDS, a bureau dependent on cost recovery to
provide services, including the enforcement of City Code, is focused on identifying opportunities
to enhance revenue. When economic conditions began to decline in 2008, permit fees
diminished, resulting in a depletion of reserve funds and the layoff of half of the BDS staff (about
150 FTE). BDS has implemented a plan that includes increasing penalties and fees by five
percent (5%) over the next five years to restore services.

BDS initiates billings and has developed criteria for reducing liens that assures its costs are
being recovered and property owners are treated equitably. This process also helps to identify
billing errors that may have occurred, assures internal processes were used, and that
appropriate waivers and extensions were granted.

Lien reduction reviews are viewed as an internal bureau function by BDS and, as such, should
not be assumed by another bureau. The level of expertise and technical knowledge required
and the quality control function that it provides for lien reduction reviews is stated as potentially
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being an unnecessary burden on the collections function. BDS’s belief is that those efforts
would be better spent on lien collections.

Both the City Auditor’s Office and the Revenue Bureau have strong beliefs as to why collections
activities should be their responsibilities.

City Code requires the Auditor’s Office to maintain the City Lien Docket, maintain the records
related to liens, process bonding contracts, and bill and collect open and bonded liens. It also is
authorized to establish a collection process for delinquent liens. The Office believes that it
provides the role of an independent overseer for all collections activities and assures that the
potential for conflict of interest does not occur. However, the Office has elected to contract with
the Revenue Bureau for most of its collection responsibilities 11 . This arrangement has
generated concerns by the Auditor’s Office over the efficiency, effectiveness, and costs of those
collection practices. This concern has resulted in the Auditor’s Office refusing to formally sign
an Interagency Agreement with the Revenue Bureau but continuing to pay billed costs.

The Office does not support relinquishing the responsibility for and authority over assessments,
collections, or foreclosures from the Auditor’s Office because of concerns that the “independent
and neutral administration” of those programs would be compromised.

The Revenue Bureau states that the lien administration function is aligned with its mission, to
efficiently collect revenues owed to the City of Portland while administering the law in a fair and
balanced manner. It further believes that the Auditor’s Office has no clear mission alignment to
any part of the lien collection function and any collection activity conducted by the Auditor’s
Office conflicts with its audit function.

Summary of Lien Collection Responsibilities
The City’s current structure for lien collection is complex, difficult to follow, fragmented, and
duplicative, and creates confusion for property owners and involved bureaus. Consolidating all
collection activities into one bureau would effectively improve efficiency, minimize duplication,
and establish a basis for meeting the City’s goal to have a collections program that has an
11

The Office performs some collections through activities related to its foreclosure program
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emphasis on maintaining good communication with property owners. Additionally, it is assumed
that total costs of collections would decrease as some administrative costs would be eliminated.
It is also possible that increased efficiencies of consolidation (one location, reduced duplication,
less property owner confusion/fewer questions) could result in fewer staff and less cost.

Although the consolidation of liens collections in one bureau is ideal, it is difficult to provide a
specific, implementable recommendation as to its location. While it would appear that the
Revenue Bureau is the logical choice for the function, we would stop short of that
recommendation because of concerns expressed during our audit. Specifically mentioned were
limited customer service, high cost, minimal motivation, and inefficiencies. However, these
concerns were not validated as the scope of this performance audit did not include the review of
the efficiency and effectiveness or feasibility of the Bureau assuming all collection activities.
Specific questions concerning the efficiency and effectiveness of the Bureaus’ processes,
organizational needs, resource requirements, etc. will need to be addressed.

An additional question arises as to what the role of BDS should be. Based on our review, it
appears prudent for the Bureau to continue to conduct initial internal billings and determine the
range of fines and penalties that could be reduced based on criteria developed by the lien
reduction review process. Because Bureau negotiations with property owners can exceed
established timeframes to assess liens, BDS could work with the consolidated collection
function to establish a process to finalize an assessment when the case is closed and fees are
not internally collected. This would give notice to potential purchasers of a possible lien and
code violation as well as reduce the number of liens to be assessed. It also would allow
violators an opportunity to pay fines and fees prior to having a lien assessed.

Recommendation #1
The City Council should:
a. Consolidate its lien collections process into a single bureau.
b. Modify City Code, if appropriate, authorizing the selected bureau to
conduct all collection activities.
Recommendation #2
The Bureau of Development Services and the bureau responsible for the lien
collections process should establish a process and timeframes regarding
the finalization of a lien assessment.
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City Code states that foreclosure should be used as a last
resort in most circumstances, to protect the interests of
bondholders and taxpayers of the City, and to recover costs
incurred by the City in providing services. Guidance is

provided for the foreclosure of properties that have delinquent payments for various
assessment, fines, and fees. Specific requirements have been established to assure that
property owners have had appropriate notification and understand the consequences of nonpayment. The Auditor’s Office is responsible for the preparation of the foreclosure list and
submitting it to the City Council for action.

The Auditor’s Office has developed policies and procedures for the foreclosure process.
However, the City has not foreclosed on any property since 1971. Currently, the foreclosure list
contains:
·
·
·
·
·
·

over $7.5 million 12 in delinquent payments
51 owners having five or more liens attached to their property accounting for almost
$2.7 million
14 owners having delinquent payments of over $80,000 each totaling over $1.9
million
One property on the list for almost 30 years
The average time of 5.78 years
290 liens over 10 years

The City has established that liens are to be used as the primary method for debt collection. The
emphasis of the City’s collection program is to maintain good communication with property
owners. However, it also allows for the use of foreclosures when collection attempts prove to
be unsuccessful. Although 70% of liens are being collected or payment plans established, 30%
are being threatened with an action that has not occurred for over 40 years. As indicated by the
above statistics, it appears that many property owners are willing to ignore timely payment and
instead, wait for the sale of the property to satisfy its obligation. The threat of foreclosure for
those owners without action renders this tool ineffective.

In 1971, the City foreclosed on and sold the home of an owner who fell behind on a payment
plan for a sidewalk repair. The ensuing public outcry has been identified as the incident that led
12

Excluding properties owned by governmental entities
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to the suspension of foreclosures. However, extensive safeguards have been in place for a
number of years that would prevent this situation from reoccurring. Any property foreclosure
requires City Council approval by ordinance. It is unknown exactly why no property has been
foreclosed upon by the City in recent years. Reasons such as “a lack of political will”, “potential
social or political consequences”, or “negative public response” have been expressed.

As the responsible organization per City Code, the City Auditor’s Office should either act to
remove the use of foreclosures from City Code or aggressively pursue the foreclosure process
for delinquencies, especially those that have ignored continued payment demands, have
multiple liens, are reoccurring offenders, or have extremely large balances as allowed for in
Chapter 5.30 of City Code. We believe an active program that will actually foreclose on
properties will not only collect additional dollars but can potentially encourage payment from
those owners who have continually ignored requests because of the knowledge that their
properties would never be foreclosed. If only 50% of those owners having five or more liens
attached to their property were to make payments, over $1.3 million would be collected.

Recommendation #3
The City Auditor’s Office should:
a. Actively pursue foreclosures on properties with delinquent liens, or
b. Request the amendment of City Code to eliminate the use of such
foreclosures.

Other options should be
considered to enhance the
collections process

The City currently provides a number of services that require
either 1). repayment for the service (Local Improvement
Districts (LIDs), System Development Charges (SDCs),

sidewalk repairs, some nuisance abatements) or 2) assess fines and penalties as a means to
emphasize the need to change an owner’s behavior (code enforcement, property maintenance)
and to help recover costs associated with enforcement.

As mentioned previously, City Code identifies the use of property liens as the primary
mechanism for debt collection. SDCs are fees assessed to property owners for new
development and changes in use and are collected to help offset the impact the project has on
the City’s infrastructure. They also are imposed to reimburse the City for previously built
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infrastructure. Debt service on Limited Tax Improvement Bonds is paid by assessments against
LID property owners. In addition, debt service is paid from SDC and sidewalk financed
assessments.
The use of liens is a successful method for debt collection. As an attachment to property, a lien
provides for secured debt. Over 82% of the amount of all liens assessed in FY2010-11 was
either collected or payment plans established. Nine (9) percent were sent to the Foreclosures
Program while seven (7) percent were revolving liens. Although liens collected or on payment
plans accounted for 82% of the dollar amount, they only accounted for 48% of the total number.
The following illustration identifies the status of all liens as of 6/30/2011:
Lien Status (Amount)
FY2010-11

$10,000,000

$1,218,957

$20,000,000

$230,474

$30,000,000

$7,512,363

$40,000,000

$5,714,090

$50,000,000

$3,132,354

$60,000,000

$68,265,610

$70,000,000

$0

Source: Portland Revenue Bureau

Illustration 9

28 | P a g e

Performance Audit of
City’s Liens, Collections, and Foreclosure Process

Results

Lien Status (Number)
FY2010-11
1588
1,600
1,400
1,200
1,000
800
600
400
200
0

1401

559

553
239
51

Source: Portland Revenue Bureau

Illustration 10

Alternative Collection Methods
Unsuccessful
Payment
Request

Although current collection practices have been successful in most
circumstances, over $14.6 million currently exist as delinquencies. Of
this amount, over 51% are in the foreclosure process with the

Record Lien

remaining amount in the collections process. Other collection
approaches could be used to supplement efforts to further encourage

Current
Collections
Process

Receivership

Civil Lawsuit

payment. Certain methods may increase the success of collections
given the specific circumstance of the delinquent lien.

Although other municipalities vary in the methods used to assure
collection of fines, assessments, and penalties, each uses
administrative remedies such as fees, penalties or citations to assure

Foreclosure
Process

correction of a violation and the recoupment of costs charged against
the party or property. The most common approach is the use of civil

remedies. Some jurisdictions also pursue criminal proceedings by filing misdemeanor charges
for violations with penalties of fines and/or jail time.

29 | P a g e

Performance Audit of
City’s Liens, Collections, and Foreclosure Process

Results

Civil lawsuits provide for a claim against the property owner, not the property. Although it is a
common method for debt collection, it does require a legal proceeding and thus has additional
costs. A major advantage of a lawsuit is the opportunity to garnish wages and bank accounts or
require the sale of assets.

City Code Title 29.90 provides the authority for the City to utilize receivership as a method to
address delinquent residential property. Receivership is one of many strategies that have been
used successfully by various municipalities as part of their approach to deal with neglected and
troubled properties. Receivership is the use of statutory power to seize a property and place it
under the control of a judicially supervised receiver who has the power to collect rents, make
repairs, and borrow money when necessary.

In a typical scenario, the City would petition the court for the appointment of a receiver after
having exhausted all other remedies to secure a property’s compliance with City Code. If the
court deems the City’s request valid, it then appoints a receiver to stabilize and manage the
property. The receiver arranges for repairs and management of the property and funds this
through rent or borrowing. Once the property is compliant with code, the owners have the
option to repay the outstanding repair and administrative costs. In the event that the owners
cannot or are not interested in repaying the outstanding costs, the City can foreclose on the
property.

The City should consider the use of these methods, as appropriate and cost beneficial, to
supplement its current lien process. Liens that are associated with unsafe residential property,
especially multi-family dwellings and those properties inhabited by low income families, are
good candidates for receivership once standard collection processes have proven to be
unsuccessful. Owners that elect to ignore code and other violations can be further encouraged
to comply if receivership is presented. Receivership provides a means to hold owners
accountable for allowing properties to fall into disrepair or otherwise be cited for City violations.

Civil lawsuits may also be beneficial in the event that collection practices are unsuccessful. The
ability to ultimately garnish a bank account or attempt to pursue other personal assets of a
property owner can encourage payment from those who otherwise may view a property lien as
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long-term debt. Civil suits could be used for those liens that are uncollectable through existing
practices. The threat of a personal lawsuit could offer additional persuasion to property owners
to pay their fines, penalties, and assessments. A 10% success rate would account for almost
$1.5 million 13 .

Either of these approaches would precede foreclosure activity. Each provides an additional
mechanism that, when used in conjunction with current collection activities, could improve
results.

Recommendation #4
The City Council should:
a. Consider the use of additional methods such as receivership and/or civil
lawsuits for debt collection as applicable.
b. Identify specific criteria to apply for the use of those methods.

BDS’s fee structure may
contribute to nonpayment

The overall goal of BDS’ enforcement program is to assist
customers with gaining compliance with applicable codes

where violations have occurred. It has designed a fee structure that encourages early
compliance and assists with some cost recovery. If an owner is unwilling or unable to correct
the violation(s) and cannot qualify for assistance programs or waivers, fees, fines and penalties
begin to accrue and increase over time.

In 1991, the City studied the enforcement process and identified strategies for improving the
system and encouraging compliance. A committee 14 was formed that included representatives
from the rental housing industry, neighborhood activists, and other interested parties. At that
time, and after a pilot study of rental housing conditions, the committee concluded, among other
things, that cost is not always the major barrier to safe housing. It determined that although not
all property owners are the same, some respond more favorably to negative reinforcement,
such as increased fines and fees. Strategies for encouraging early compliance and payment,
when applicable, were developed, including:
13
14

This amount would be reduced due to City legal costs
Citizens Advisory Committee on Quality Rental Housing
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Charge an inspection fee for each inspection, except first and last.
Set up a system that increases the negative consequences of failure to pay fees and
penalties, such as applying the fees to personal credit records and using collection
agencies.
Deduct fees/penalties owed to the City for code violations from state income tax refunds.
Increase derelict building fees and re-inspection fees as unpaid accounts age.
Assess a substantial minimum fine for knowingly occupying a property that has been
tagged as “unlawful to occupy.”

The City implemented many of the strategies outlined within the study, particularly those relating
to increased fines and fees on unpaid balances. However, BDS’s current fee structure appears
to be disproportionate. Currently, fees and charges differ based on type. Costs for nuisance
abatement violations – those violations associated with the abatement of nuisances, disabled
vehicles, etc., - are based on actual abatement costs, penalties, administrative costs, recording
fees, and title report charges. These costs are defined by the Property Maintenance
Regulations Fee Schedule as approved by the City Council. Property maintenance violations –
enforcement fees associated with dangerous and derelict buildings and public health and safety
– are based on monthly charges that double three months after the initial notice of violation.
These accounts, known as revolving accounts, also continue to accrue new charges monthly
regardless of whether payments are made.

Once a revolving account is in compliance with City Code, it becomes an open lien. Although
the lien’s principal no longer increases, it continues to be charged interest, penalties, billing
costs, and collection charges.

For example, the balance on a two year old nuisance abatement would be approximately
$1,850. A code enforcement fee charged in the same time period would be almost $9,000.

As the above example indicates, an owner, who may be faced with increased financial
difficulties that cannot qualify for programs or waivers, can be liable for thousands of dollars in
fines and penalties, along with the costs associated with correcting the violation(s). Some
property owners may make minimal payments on the charges owed to the City, but not have
resources to correct the violation. Although this may be a motivator for some, those who are
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having trouble paying monthly obligations are likely to find these penalties and fines
overwhelming.

When BDS developed its Lien Reduction Case Review, criteria was identified for determining
lien reductions. BDS indicated that it often uses the revolving fees – those that double after a
certain period of non-compliance and non-payment, as a negotiating tool. In FY2009-10, 200
enforcement cases qualified for waivers as did 214 in FY 2010-11.

As stated earlier, the enforcement program of BDS is responsible for assisting owners gain
compliance with applicable property codes where violations have occurred. Assessing penalties
and fees for non-compliance is a reasonable tool for encouraging compliance. However, the
current penalty and fee schedule may actually be a barrier to those that do not have the
resources for correcting the violation, much less, penalties and fees assessed for noncompliance. In a time when many have lost their homes and others are struggling to make
mortgage payments and other monthly obligations, increasing fees could be more of an
obstacle than a motivator.

Recommendation #5
The Bureau of Development Services should reconsider its use of revolving
penalties and find other ways of assisting and encouraging property owners
with compliance issues.
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Liens, Collections and Foreclosures Process
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Liens, Collections and Foreclosures Process
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Liens, Collections and Foreclosures Process
Reoccupation Over Violation (Red Tag Fees)
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