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w of the Comptraiiy

November 25, 2603
To the Honorabie
the Common Council
City of Milwankes

Drear Counctl Members:

The attached report presents the resuits of our Audit of the Department of
Public Works -~ Administration Division Billings and Collections. The audit objectives
were to determune the appropriatencss, accuracy, timeliness and effectivencss of the
Diepartment of Public Works %)ﬂii%w and collection process.  The scope mmchuded gl
billings to authorized outside parties issued for the vear 2002, The audit did not inctude
billings to other Cily departments or related City entiies {i.e. Housing Authority,
Redevelopment Authority, ete.). The audit also did not mclude collection (:{mm by the
City’s collection agencies (Kohn law firm and Professional Account Management .

The audit examined all biflable services. With one notable exception, all
and only services authorized for bilting are Egzcz bemng bilted.  Further, the audit
concluded that DPW - Administration billings are accurate. Regarding timeliness of
these billings significant improvements are needed. The average time required for DPW
Administration 1o bill is 39 davs. This is excessive by normal business standards. Based
upon follow up by an outside colicction agency. the DPW collections process meots
mHnmum requirements. Lastly, internal controls related 10 the DPW billing & collection
process needs improvement.  One essential improvement is the development of 4
comprehensive billing-collections policy and procedures manuat,

The audit has recommended other initiatives to enhance and improve the
billing-collection  process and related  intemal controls.  Audit  findings a‘iin}
recommendations are more fuily discussed in the Audit Questions. Conclusions and
Recommendations sections of the report, and the Departmental Response follows
thereaftor

Appreciation is expressed or the cooperation extended to the auditors by
the stalf of the all Divisions and Sections of the Department of Public Works mvolved in
this audit.

‘*}N‘ia%i’d‘&

BEY Fax a4y 2
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AUDIT SCOPE AND OBJECTIVES



Audit Scope and Objectives

The objectives of this audit were to determine the appropriateness, accuracy, timeliness
and effectiveness of the Department of Public Works billing and collections process. The
scope of the audit included all billings to authorized outside parties issued doing 2002.
The audit did not include billings to other City departments or related City entities (i.e.
Housing Authority, Redevelopment Authority, etc.). The audit also did not include
collection efforts by the City’s collection agencies {Kohn law firm and Professional
Account Management).

The Audit answers the following questions:
I. Are all and only authorized billable services for DPW — Administration being billed?

2. Are DPW — Administration billings accurate and timely (including any late payment
fees or other penalties) 7

3. Are DPW — Administration collections efforts effective?

4. Are Internal Controls over the current billing and collection process adequate?
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GENERAL BACKGROUND,
ORGANIZATION AND FISCAL IMPACT




Organization, Fiscal Impact

The Department of Public Works (DPW) has been billing for repairs to streets, sewers
and other City infrastructure items at least since 1875, when by Charter Ordinance billing
powers were granted.  Today DPW bills for services provided by its eight
divisions/sections along with board-up services as requested by Milwaukee Police
Department (MPD) and the Department of Neighborhood Services (DNS). DPW also
bills for State and Federal transportation funding through the Comptroller’s Office. See
Appendix 1 for a detailed list of services billed by DPW - Administration.

The DPW divisions and sections whose services are billed through DPW -
Administration: DPW — Administration; DPW —Administration- Parking Operations
(Parking); DPW — Administration — Board-up (Board-ups); DPW - Buildings & Fleet
(Fleet); DPW Forestry; DPW — Sanitation; DPW — Infrastructure — Engineering; DPW
Infrastructure - Electrical Services (ES) and DPW - Infrastructure — Sewer Maintenance.

About three years ago, DPW Administration began a management reorganization in 2000
and 2001 including new financial staff. Having limited prior experience with DPW
billing and collections procedures, this staff worked to improve the billings and
collections process, focusing on improved efficiency.  Such improvements included
utilization a new system (Peregrine System) for tracking fleet costs/repairs and reduction
of manual entries and paper work through DPW. In addition, a new automated Job
Order/Invoice System was developed and implemented in-house during this period to
automate and standardize the billing and collections process.

Over the last five years DPW has billed an average of $3.7 million annually for repairs
and the lease of City properties. Through the Comptrollers Office it has also billed an
average of $3.2 million annually for State and Federal transportation funding. The State
also pays for repairs to certain city streets which are also classified as State highways
(100% State). The total dollar amount of DPW billings has grown by more than 80%
from 1998 to 2002 or about $1,000,000 annually. See below ($ in 1,000)

DPW Service Billings State & Federal 100% State Total
1998 $ 334 % 1642 $ 100 % 5,135
1999 $ 2687 % 3556 $ 229 $ 6,472
2000 3 3650 % 27% $ 98 % 6,553
2001 $ 3711 & 2981 $ % % 8,790
2002 $ 4809 $ 3803 % 730 % 9,342
Total $ 18250 $ 14,778 § 1264 & 34,292



There are five major types of Billing Processes: Job Order/Invoice System, “Peregrine”
Information System, “Board-up” billing system, Direct Invoice and State & Federal
Funding. Both the Peregrine and Direct Invoice systems also utilize the DPW Job
Order/Invoice system. The Board-up and State & Federal Transportation Funding billing
process do not utilize the Job Order/Invoice System (See Appendix | — DPW Billing
Processes).

The Job Order/Invoice system uses an electronically generated Job Order form to track
service/repair work performed. This information is input into the Job Order/Invoice
system. When the work is completed items such as the cost of parts, payroll and
overhead are added. The system produces an invoice mailed to the responsible party.

Fleet uses the Peregrine Information System to track the use, repair costs and related
overhead associated with equipment operated by DPW and MPD. When City traffic
signs, etc. are damaged due to an accident a DPW crew performs the repair, recording the
time and materials used to complete the job, Fleet then transmits cost information
electronically from Peregrine to DPW — Administration. DPW Administration then
inputs the information into the Job Order/Invoice system, which prepares the invoice.

The Board-up System is a stand-alone system designed to track the board-up of buildings
in the city ordered by either the MPD or DNS. This system accumulates the cost,
materials and labor and then generates a letter invoice sent to the property owner. If the
cost of the board-up is not paid, that cost is added to the owner’s property tax bill.

Direct Invoice uses only the invoice portion of the Job Order/Invoice system. DPW
Divisions such as Administration and the Parking Fund prepare invoices directly from
this system for such items as conduit rental and parking facility lease rentals.

State and Federal Transportation funding for highway and bridge repairs and construction
as administered by the State, requires a separate process. Under this process the State
advances State and Federal Transportation funding for services rendered. The
Comptroller’s Office annually reports to the State the amount of expenditures applied
against State and Federal Transportation funding, as well as projects funded 100 percent
by the State. DPW and the Comptroller’s Office jointly prepare a State and Federal
Funding expenditure report (billing).



AUDIT QUESTIONS, CONCLUSIONS
AND RECOMMENDATIONS



Audit Questions and Conclusions

1. Are all and only authorized billable services for DPW — Administration being
billed?

The audit examined all services as listed in Appendix 1. With one noteable exception, all
and only authorized billable services for DPW Administration are being billed.

Statute, City Charter and contractual agreement as listed in Appendix # 2 provide the
authority to bill for the above DPW Services. A separate review of City Ordinances and
State Statutes did not uncover any required billing not being billed currently to outside
parties. A separate review of DPW construction contracts with the City and outside
vendors found no unbilled items.

The exception noted was conduit rental fees which were provided in 2001, but not billed
in a timely manner. Following notification from the Comptroller’s Office in mid 2002
that revenues had not yet been recorded for this billing in 2001 or therefore in 2002, an
mvoice in the amount of $294,000 was mailed in September 2002 to the customer. This
invoice covered conduit fees for both 2001 and 2002.



2. Are DPW - Administration billings accurate and timely (including any late
payment fees or other penalties) ?

Accuracy: Based on an audit sample, across all billing types and without exception,
DPW billings to external parties were found to be accurate.

Timeliness: Excluding parking lot pre-billings and one unbilled conduit rental charge

(see footnotes), the average time required for DPW — Administration to bill a typical
dollar totaled 59 days. This is excessive by normal business standards. In a separate
sample of 75 billings for “board up” services, all 25 paid invoices were billed on a timely
basis. The Audit could not determine the timeliness of the remaining 50 unpaid board up
billings.

A statistical sample across all types of bills issued by DPW — Administration for the year

2002 was examined. The sample consisted of 87 invoices from the Job Order/Invoice
system (See Table below), and 75 invoices for board up services. No accuracy
exceptions were found.

Department of Public Works - Administration Division

Audit Sample
External Billings - Time to Bill by Service Type

Service Tvpe Number of Bills Sampled  Average # of Davs to Bill  Total Dollars Billed % of Total
Recycling Service Billings 3 < 30 days (monthly i) 7.832 4
assure 15 days
Mise, Outside Biilings 2 7 ¥ 65,099 35%
Inspection Services - MMSD 2 213 $ 28,118 15%
Tree Repain/Replacement 4 5l % 4.782 3%
Vehicle Damage Repair (Fleet) 8 s $ 20,357 1%
Contractor Service Requests 6 23 & 2813 2
Conduit Rental/Misc. Billings' 4 N/A N/A N/A
Conteactor Damage Repair 1 K $ 7304 4%
_____ Repairs to Traffic/Street Lights 29 o6 kY 47470 26%
Parking Rentals - Contracts * G NiA 5 46,236 N/A
Total 87 423 5 230,611 0%

13 Conduit Rental was excluded from the billing analysis becanse a single, large services invoice was not prepared. Inclusion would have
unfairly distorted the overall average time to bill,

2} Parking bitlings were exchuded from the bifling analysis becanse all parking real etate Jeases are pre-billed 1.3 months prior to the fease
payment due dote,




Regarding the timeliness of billings, the audit concludes that based on the limited sample,

56 percent of the dollar value of DPW billings' were timely. Timely billings included

billings for recycling services, vehicle damage repair, contractor service requests and

contractor damage repairs. These billings required only about 14 days from service to
bill. However, 44 percent of the sampled Job Order/Invoice system dollar billings
required more than 45 days to bill. Further findings from the sample:

* Repairs to traffic and street lights, tree replacement/repair and MMSD inspection
service billings required the longest time to bill, with these billings types requiring an
average 116 days to bill.

* Two large inspection services billings to the Milwaukee Metropolitan Sewerage
District required an average seven months to prepare and mail the bill.

Billing for waffic and street light repairs was hampered by an extensive series of time
consuming billing procedures. The Milwaukee Police Department, City Attorney, DPW
— Infrastructure and DPW — Electrical Services are all involved in steps necessary to bill
the proper party. Certain of these processing steps are performed in “batches”
accurnulated over periods of days or even weeks. Delays occur as documents remain
unprocessed while the batch of damage incidents grows. As a result, the average time
required to bill for these repair services exceeds two months.

For tree replacement and inspection services for MMSD, much of the delay in billings
can be attributed to extensive follow-up with various departments to collect detailed cost
information on the service provided. For example, DPW is now collecting information
on the actual labor, material and equipment usage for each particular tree replacement.
This approach adds days, and in the case of inspection services for MMSD, months to the
bill preparation process. This tedious bill preparation process is also costly in terms of
both time and dollar costs to DPW,

The audit sample also included 75 board-up billings including 30 delinquent invoices and
25 paid invoices.
1. Both paid and delinquent billings were found to be accurate.
2. The 25 paid invoices sampled revealed that they were billed within 10 to 15
business days after completion of necessary work ~ Excellent!
3. The audit could not determine the timeliness of delinquent billings.

' Conduit rental billings were excluded because a single large services inveice was not prepared. Inclusion
would have unfairly distorted the overall average time to bill, Parking billings were excluded because all
parking real estate leases are pre-billed | — 3 months prior 1o the payment due date.




There are no late payment fees or other penalties assessed as a result of non-payment for
DPW administered services. In contrast, Municipal Services bill (formerly the water
bill) assesses late fees and penalties to other DPW charges (snow removal, garbage pick-
up & Fire Protection Fees).

The State advances the City up to $4 million annually for its participation in City
transportation projects. The audit also reviewed related billings for reimbursement from
the State for these State and Federally funded repairs to streets, highways and bridges.
State procedures require billing every four months, but thus far the State has accepted
annual or semi annual billings without penalty assessed to the City. Billing reconciliation
performed by DPW - Infrastructure (Engineering) takes up to 4 to 5 months. As, as a
time saving measure, DPW - Infrastructure (Engineering) performs the State's
reconciliation procedure that expedites the reimbursement process. Therefore, the City is
not required to provide the State with the level of detail that other municipalities must
provide. Payments made by the State to the City for 100 percent State funded projects
after the reconciliation average $250,000 annually. Any adjustments made for State and
Federally funded projects are made against the next year’s advance. Some reconciliation
delay was caused by a lack of written procedures within two sections of DPW —
Infrastructure.

Overall, the current DPW billing and reimbursement process for Federal and State funded
street, highway and bridge improvements was found to be both accurate and timely.

3. Are DPW Administration collection efforts effective?

Given that most DPW billings are under $1,000 and the DPW collection effort is based
upon follow up by an outside collection agency, the DPW collections process meets
minimum requirements,

Most unpaid DPW billings over 45 days old are referred to the City’s contracted
collection agency. The audit examined DPW billings for services provided 45 to 90 days
prior to the date of the sample (266 billings). See charts below.

Parking Lease Billings Neon-Parking Billings
Quarterly
Pre-billing Sent to
40% 2 Puaid within CoHection
45 days Agency
4 o 15%
i Paid within Ta%
Senito . 45 days tn
Collection 0% Negotiation
Agency 11%

0%




The following were noted:

¢ Within 45 days of billing, 66 percent of the total dollars billed and 64 percent of the
invoices sent were paid.

¢ If parking fund pre-billings are eliminated, the collection percentages increase to 74
percent of the dollars billed and 65 percent of the number of invoices sent within 45
days or less. Parking leases are pre-billed up to 90 days in advance of the due date.
This pre-billing is done primarily to allow the parking operator to have a coupon to
present to the Treasures Office for payment (without a coupon the Treasurer’s Office
can not receive the payment). Normally, real estate leases with monthly payment
would not require any billing process.

* Department-wide, unpaid parking invoices accounted for 62 percent of the total
unpaid amount and 18 percent of the unpaid invoices.

¢ The Department’s stated practice is to send all invoices over $100 and unpaid for 45
days or more fo the City’s collection agency. However, many of these invoices were
not actually sent 1o the City’s collection agency (23 percent). Instead, the department
initiated follow up, including negotiating a payment arrangement, placing charges on
owners’ property tax bill, (deducting the charges from current contractor invoices),
etc. in an effort to get payment for delinquent billings.

¢ DPW - Administration will send a follow-up letter related to delinquent business
billings including contractors.

In addition to the above, each DPW division devises its own billing procedures.
Examples: Parking Leases are pre-billed up to three months in advance and Forestry
places certain delinquent bills on the owner’s property tax bill. Since the City's
collection agency does not accept invoices under $100, each DPW division establishes its
own procedures for either collecting or canceling these small bills. There is a lack of
written policies and procedures for collections both within the DPW divisions and
Department wide.

No follow-up bill is issued prior to sending to the City’s collection agency. According to
the City Attorney, there are no provisions in the State Statutes prohibiting the City from
collecting late fees. An ordinance would be needed to require the assessment of late fees
and or penalties.

The City recovers 100 percent of its eligible costs for the State and Federally funded
street aid program. State funded projects (100 percent State funded) result in a check to
the City usually 2 to 3 months after the report is filed.



One invoice to Time-Warner under a Conduit Rental Agreement remained unpaid from
2002. This invoice totaled $294,857, covered the vears 2001 and 2002, and was mailed
in September 2002. During the course of the audit, follow-up by the Auditors resulted in
Time-Warner payment, with a hand delivered check in the amount of $241,157.40 on
September 26, 2003. The remaining balance is in dispute, according to Time Warner.
Prior collection efforts on the $294,857 amount due was limited to telephone calls and
eMails. No contact had been made with the City Attorney’s Office or the City’s
Collection Agency to pursue this issue. This invoice was handled differently than other
invoices, partially because there are no written procedures to handle this type of billing.

4. Are internal controls over the current billing & collection process adequate?

While a number of sound controls are in place, important internal controls related to the
DPW Billing & Collection process need improvement.

Sound internal control over any process begins with top management involvement. DPW
top management’s mvolvement in the billing and collection process is an important
strength. Good internal controls require well-written policies and procedures governing
the billing and collection process. DPW Administration has well written policies and
procedures for telephone billing and accounts receivable processing. The audit also
disclosed the beginning efforts toward of a policy and procedures manual. However,
current written policies and procedures require expansion to cover all billing types.

Controls over any computerized processing system require four elements: access

controls, input controls, output controls and system monitoring.

e Access controls allow only those authorized to use a system. DPW system
administrators control access to input/output based on a “need to use” basis, by
.issuing user id codes based on their personal knowledge of those requesting access.
Passwords are also vequired for access. DPW system administrators (who have no
ability to either bill or collect} provide system maintenance and system modification.
Access controls appear to be adequate.

¢ Input to the current Job Order/Invoice system is basically manual entry that requires
thorough managerial review. Current FMIS data (labor and materials costs) is
manually input with limited managerial review or little documentation supporting the
methods of cost accumulation.  Further, certain overhead costs are manually
calculated with no managerial review. Control over data entry could be improved by
adding an automated interface with FMIS. Automating this manual FMIS entry

10




process interface would reduce the opportunity for error. Further, by restricting data
to that coming from another system reduces the chances of manipulation of the data
for unauthorized purposes. The current input control processes are in need of
improvement.

* To avoid missing data, or processing invoices with incomplete data a system should
have controls in place to assure all data fields required have been filled. The current
Job Order/Invoice system requires all table fields to be completed, and has “drop-
down boxes” for most required data entered. Drop down boxes provide a control
over the types of transactions entered, eliminating errors that would occur if manually
entered. This set of controls is adequate.

¢ Input/output balance control is required to assure that once input information is not
lost within the system. DPW performs input/output balance reconciliation. DPW

management runs an “outstanding” work-order report that identifies work-orders that
are active and not yet billed. Each section staff billing analyst reviews the report to
assure that all work-orders have been processed. Once invoiced, comparison of
invoices to the hard copies is made to assure that all billings have been made. These
controls appear to be adequate.

¢ Output controls require some form of managerial review to assure that the system has
processed the data in a complete, accurate, authorized, consistent, and timely manner.

Management runs a FMIS query report that compares charges (FMIS costs) to
revenues (DPW billings) on a project by project basis. Such a report identifies any
over/under billing through the system. There appears to be adequate control over
output,

e System design provides audit trail capability, however, actual use of this capability
by DPW management was not demonstrated during the course of this audit.
Improvement is needed in the use of available system audit features.

Management and control reporting within the Job Order/Invoice System needs to be

expanded.

¢ The tracking of open job orders is difficult at best, requiring manual review of job
orders to determine what is open, such as a status report.

s An aged accounts receivable report designed for the Commissioner of DPW is not
prepared.

¢ The lack of traditional separation of data creation, entry and processing in some areas
requires an audit trail report for management. The system is capable of providing
such a report but this report is not produced

11



* Invoices sent to the City’s collection agency are only reported annually for Forestry,
making active tracking of open invoices difficult and untimely.

An important mitigating control over processing is the customer, who will likely
complain about an over billing or pay if he or she deems the bill accurate. However,
customers are unlikely to complain about under billing.

Control over “board up” billings needs improvement. One person performs all board-
up billings collection and record keeping functions. This poor control environment
presents an opportunity for both error and abuse. Responsibilities for recording the
bill, canceling the bill and receiving payment for the bill should be separated to the
extent possible and subject to thorough management oversight. The Board up System
cannot track board-up orders received, board-ups paid, and cancelled invoices.



DPW Billing and Collections Recommendations

DPW Administration has implemented a number of improvements to its billing and
collection process since 1999. Improvements include: implementation of a Job
Order/Invoice System for all divisions of DPW; implementation of cancellation and
payment features to the Board-up System, and a reduction of manual entries and
paperwork throughout DPW.

There is a need for further action to reach major system goals, namely, more timely
billing, effective follow-up on all unpaid bills and improved internal control. While
DPW Administration has instituted a number of improvements, significant time must still
be spent identifying and correcting errors. To become more proactive and assure
continuity as personnel change, DPW Administration needs to improve internal controls
and expand management repoiting to minimize errors and improve collections. The
foHowing recommendations focus on the above goals:

Recommendation 1:

The time period required for the batch-processing of certain types of bills can and should
be shortened. DPW billings such as Electrical Services billings for repairs to traffic and
street lighting that are currently processed in batches accumulated over 30-45 days or
more. Reducing the time internally between batch processing periods to no more than
two weeks will substantially improve the timeliness of these billings.

Recommendation 2:

Wherever feasible, eliminate the time consuming labor cost accumulation now required.
For example, where an individual DPW service charge is less than $500-$1,000 and the
related service can be classified into a limited number of standard service types, establish
a simple fee schedule for each service type (standard costs). This fee schedule would be
updated annually using actual prior vear costs to estimate average costs for the current
year.  Each year's fee schedule would also be adjusted upward/downward to
accommodate any prior year shortfall/surplus in cost recovery.

DPW services that could be candidates for such a fee schedule include: Forestry tree
damages, contractor damage, and Electrical Services Section street lights and traffic



signal knockdowns. Fee schedules could be based on individual service units (examples:
per street light repaired, per street light replaced, etc.) or area/volume of service provided
(example: cost per sq. ft.).

Recommendation 3:

DPW Administration should initiate a major effort to re-examine, update and formalize
its billing and collection practices through a comprehensive DPW Billing and Collection
Policy and Procedures Manual including the following:
a) Written policies describing the major goals and standards governing billing and
collection for specified DPW services. These policies would include:
1) The DPW services to be billed and the related authority
2) The applicable service charge schedules and cost recovery goals used in
setting such charges

3) The targeted maximum time between service delivery and billing

4) A clear definition of a delinquent bill

5) Collection percentage goals at specified ages such as 30, 60, 90 days, 6
months.

6) A written policy regarding the assessment of interest and/or penalties for
late payment of selected DPW bills for service,

b) A written set of procedures covering the entire billing and collection process for
all applicable DPW services. Given the above billing and collecton policies,
these procedures would clearly describe, “Who does what, when and how the
DPW policies are to be executed, supervised and monitored.” This is an
essential improvement.

Recommendation 4:

DPW should consider for introduction to the Common Council a resolution that would
empower DPW to assess late fees and penalties on all appropriate DPW billings. Without
the interface to FMIS, it may not be feasible or very difficult to set up these late fees or
penalties for all billing types. However, consideration should be given to larger billings,
such as Contractor Damages or Misc. Billings. Possible penalties include:

a) assessing a 3% penalty on invoices remaining unpaid for more than 30 days

and/or;
b) assessing a 3% penalty on invoices remaining unpaid for more than 60 days

14



The specific penalty would depend on the Department’s definition of a “delinquent” bill.
Recommendation 5:

DPW should develop basic periodic reporting to assist in the tracking of billing and
collections for all types of billings including board-ups. These reports should be used by
DPW management and also made available to the Commissioner of DPW on a monthly
basis. In addition, an annual report on the status of all DPW billings and collections
should be prepared for the Common Council. Per review of the Collection Services for
Receivables Contract with the City, “At the City’s request, Contractor shall generate a
listing of all active accounts with current balances due and payments to date.” Record
Keeping (Section IV) and Reporting (Section V) of the contract details all reports that are
available to the City upon request. These reports should be reviewed on a periodic basis
to track billing and collections for those invoices forwarded to Kohn Law Firm for
collections.

Recommendation 6:

DPW should strengthen its managerial review of data input to the systems (i.e. overhead,
ete.).

a) DPW management should formalize rules for allocation of indirect costs and
approve any major exceptions on a case-by-case basis,

b) DPW Fleet provides equipment rental charges developed from costs accrued
and collected in the Peregrine System. Annually this cost information is
extracted from Peregrine with little managerial review. No written procedures
are in place to govern this process. Therefore, the policy and procedural
manual mentioned above should include the documentation of this process.

Recommendation 7;

For all Board-up billings and collections DPW — Administration should separate the
responsibilities for billing, collection and recording to three different individuals. If this is
impractical, at least two individuals should perform these processing tasks with active
oversight by DPW management. Active management review and written sign-off for
these activities should be required.

15




Recommendation 8:

DPW should examine the feasibility of integrating its billing and collection systems with
FMIS. Control over input data could be improved by adding an automated interface with
FMIS, replacing manual data entry. The reduction of manual data entry would reduce the
opportunity for errors. Restricting the data to that coming from another system would
reduce opportunities for manipulation of the data for unauthorized purposes.

Recommendation 9:

Normal real estate leases provide that the lessor sends their payment in by the 1 of each
payment period. The Treasurer’s accounting system requires that our parking lessors
have a coupon 10 make payments and thus complicating the billing process with these
prepayment transactions. DPW should consider providing each lessor with coupons for
payment at the beginning of each year, eliminating the current parking lease billings and
the processing of these coupons through the Job Order/Invoice system. This change
would simplify accounting for delinquent payments and substantially reduce the number
of billings currently required of DPW Administration.
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Appendix 1

Department of Public Works - Adminisiration Division
DPW List of Services - External Billings

Services Billed Transaciions Billed (Volumes)
System Type {Frequency} Dallar Amount ($) Number of Transactions(est)  [Comments
Job Orderfinvoice Fleet Billings (Draily) $416,305 194 Sewers, Bridges, and Streets are ntemal
System - Vehicle Damage Repairs $418,305 194 charges which are handled through 1RI
- Sewers seq comments bifings (Fouipment Utilization Charges)
- Bridges see comments
- Sireets 566 comments
Electrical Services Billing {Daily) 51,993,527 942 Based on your definition of a manual
- Repairs to Traffic/Street Lights $53G,685 339 peocess, most billings are in pas, manual,
- Repairs to Traffic Signs $23.630 104 Since thers is currently no
- Conduit Rental (and other misc bifls) $463,356 46 irterface with the DPW Invoice
- Contractor Damages $111,473 218 System and FMIS, it is necessary to
- Saie of Materiad Billings $4,208 7 query FRIS for labor and matetials costs.
- Contractor Service Faguasts $678.202 94
- Electrical Energy Billings (Weekhy) $181.792 134
Forestry Billing {Daily) $133,818 265
« Tree Repair/Replacement 540,483 235
- Tree Planting 591,027 17
- Pruning/Encroachments $2.205 17
Sanitation Billing $232,365 2862 Recycle biling excludes street sweeping, laal
- Garbage Cart Retums {Monthiy) $7.343 58 collection, etc. These services are part of
[ - Recycle Bilings (Monthiy) 3172642 48 Municipal Billings.
H - Weed Removal $13,344 @1
- Snow Removal $1,199 18
- Cart requests (Daily} $6.838 23
- Miscetfaneous Billings $24,001 26
Infrastructure Billing (Projects)}-ENG 5456,843 45
- ingpection Services-MMSD $196.861 7
- Misc Quiside Bilings-Engineering 254,751 33
- Test Labs 54,231 3
Strests/Bridges/Sewer Billings $B6,198 69
- Streets/Bridge/Sewor Repairs &61,800 26
- Street Emergency Repairs $34.3¢1 43
Buildings & Fleat Billings $113,900 47
- Externai Phone Reimbursables $17,154 1z
- Police Call Box Repairs {Daily) 38,264 6
- Underground Cable Repairs {Daily) $88 483 26
Parking Billings $905.211 200
- Parking Lot Rentais (Confractual) $886,127 185
- Meter Damages {DailviMisc Billings $19,083 15
Board Up Biling - Board Up Billings {Daily $471.654 2357 The Boardup program is fully computenzed
System in that it does not require data from any
other system. It is finked to the City
Assessors website for ptoperty
information,
- TOTAL BILLINGS 34,608,820 ' 4385

Submitted By, Dan Rotar (REVISED {7/2/03)
Prepared By: Nateida Jarnigan (9/03)

' Exciudes State and Federat Balings which are processed via the Comptrofier's Office.




Appendix 2

DPW Billing Authority

Services Billed
Svystem Type (Frequency) Authority
Job Order/Invoice Fleet Billings (Daily)
System - Vehicle Damage Repairs Statates Ch.66, Charter Ch.7.05
- Sewers
- Bridges
- Streets
Electrical Services Billing (Daily)
- Repairs to Traffic/Smeet Lights Statutes Ch.o6, Charter Ch.7.03
- Repairs 1o Traffic Signs Statutes Ch.66. Charter Ch.7.05
- Conduit Rental {and other misc bills) Contractual
- Contractor Damages Contractual
- Sale of Material Billings Contractual
- Contractor Service Requests Contractual
- Electrical Energy Billings (Weekly) Inter-Gov, Acreement
Forestry Billing (Daily)
- Tree Repair/Replacement Statutes Ch.66, Charter Ch.7.03
- Tree Planting Charter Ch. 11.03
- Pruning/Encroachments Charter Ch, 11.02
Sanitation Billing
- Garbage Cart Retums (Monthly) Charter Ch. 11.02
- Recycle Billings {Monthly} Charter Ch. 1162
- Weed Removal Charter | 1.32
- Snow Removal Charter 11.24
- Cart requests {Daily) Charter Ch. 11.02
- Migcellaneous Billings Statutes Ch.66. Charter Ch.7.05
Infrastructure Billing (Projects>ENG
- Inspection Services-MMSD Contractual
- Misc Outside Billings-Engineering Contractaal
- Test Labs Comtractual
Streets/Bridges/Sewer Billings
- Sweets/Bridge/Sewer Repaiig Statuies Ch.66, Charner Ch.7.05
- Street Emergency Repairs Statutes Ch.66, Charter Ch.7.035
Buildings & Fleet Billings
- External Phone Reimbursables Inter-Gov. Agreement
- Police Call Box Repairs (Dailyy Statutes Ch.66, Charter Ch.7.05
- Underground Cable Repairs (Dailv) Statutes Ch.66. Charter Ch.7,03
Parking Billings
- Parking Lot Rentals (Contraciual) Contractual
- Meter Damages (Dailvi/Misc Billings Statutes Ch.66, Charter Ch.7.05
Board Up Rilling - Board Up Billings (Daily) Charter Ch. 11-28 & 11-38
System Ord. 309-7-1
- TOTAL BILLINGS

Submitted By: Dan Rotar (REVISED (7/2/03)
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Appendix 3

Process Descriptions:
Job Order:

Orders for service are originated in the field by first logging in the type of service on the
field service log and assigning a work order number (reimbursable number). The various
departiments involved will input this information into the Job Order/Invoice system and a
Job Order Form is created.

Upon completion of the work, the Job Order form is to be signed off by the field
supervisor indicating that the job has been completed. DPW Administration and
Operations billing staff manually input material and labor costs for the job (via FMIS
query). As soon as this information has been input into the Job Order program and the
review for proper sign off has been completed, the DPW billing staff produces through
the invoice portion of the system. The invoice is then mailed to the responsible party(s).

Payments are returned to the Treasurers Office. An electronic file is emailed to DPW —
Admin biweekly with all recently paid invoices. This file is downloaded into the invoice
portion of the system to post all coupon payments. The individual who created the bill
and the Business Operations Manager handles those invoices that are questioned or
require negotiation (i.e. insurance settlements).

Any outstanding invoices after 45 days are either:
1. Sent to Kohn Law Firm if amount is greater than $100.00
2. Sent to DPW Contracts if debtor has a current City contract that can be used
to offset costs.

[#5]

DPW - Admin will also work with municipalities/contractors to bring
resolution prior to forwarding to Kohn Law Firm.

Peregrine System:

The Peregrine System is an equipment management system purchased by the City from
Maximus, Inc. This system tracks every piece of equipment that DPW is responsible for.
Part of this system tracks repairs to equipment. When a piece of equipment has been
damaged (i.e. accident) the cost of labor & parts to repair and/or any outside vendor cost
are accumulated in this system.




A monthly report is prepared and transmitted to DPW Administration for invoice
processing. A separate invoice is generated through the Job Order/Invoice System and
mailed to the appropriate party. A delay in this process may occur, if the MPD or the
City Attorney has not identified the responsible party. Collections are handled as stated
above.

Annually, an extract costs accumulated for each piece of equipment is prepared to assist
in setting equipment rental rates for the next year. Once determined, these rates are
transmitted to DPW — Administration and input into the Job Order/Invoicing System.

Board-Up System:

A separate system has been developed by DPW — Administration to track and invoice
board-ups of buildings in the City. DPW Administration receives board-up orders from
two sources. One, the MPD, will order board-ups for emergency safety measures (i.e. a
fire or drug house). The other, DNS will order board-ups for code violations and
vacancies. Once received, “on-call” carpenters are contacted by the City Hall Operator
(MPD calls) or by DNS., to perform the service. A “board-up data sheet” is then
completed by the officer (MPD board-ups only) and the carpenter on site. Included on
this form is the number of hours worked, amount of supplies used, date and time of
service.

Completed service orders come back to DPW administration, where the data is entered
into the system. An invoice (letter) is issued to the tax payer/property owner requesting
payment. If payment is not received the balance is kept on the system until the end of
each August. All amounts that are unpaid at that time are transferred to the Property Tax
Rolls.

The DPW Administration person who enters all information into the system receives
payments first. This individual enters any payments into the Board-up Program and is
also responsible for any board-up cancellations. The checks are then forwarded to
another DPW — Administration employee who prepares the deposit and forwards to the
Treasurer’s Office.




Direct Invoicing:

Items such as conduit rental, property leases and other contractual payments are handled
slightly different. DPW Administration prepares an invoice directly from the Job
Order/Invoice System.

State and Federal Transportation Funding:

The City will request funding for various projects throughout the City in an annual
request submitted to the State. This request will identify each and every project by a
project number and include an estimate of cost by each project. If the State approves the
work, the State will advance combined state and federal funding based upon the estimates
submitted annually, approximately $7,500,000 per year.

Annually (around January), the City, through the Comptroller’s Office — Revenue and
Cost Division will provide the state with a report of expenditures versus advances based
on information from the City’s FMIS. Included with this report is an invoice to the State
for 100 percent state funded projects (where no advance has been received).
Municipalities other than the City of Milwaukee must provide the State with copies of all
cost invoices along with engineering report to support the report of expenditures.

The State receives the report and distributes copies to all State project engineers that were
involved with the various projects. The State engineers will review the costs submitted
for reasonableness and approve for payment or identify those projects that costs appear
questionable. This process usually takes 2 to 3 months to complete. The State sends a
reconciliation report back to the City, indicating accepted costs and questioned costs.

DPW receives the State reconciliation report and copies it to all project engineers
volved with the various projects. These engineers will take the questioned project
costs, pull the support documentation and prepare a response to the State. In essence,
DPW staff is performing the State’s cost audit work. The process usually takes an
additional 2 to 4 months. Once satisfied with all costs, a copy of the reconciliation is sent
to the Comptroller’s Office along with a check for the 100 percent funded projects,
usually $7-800,000 per year. Any cost adjustments are made to the next years funding
allotment.




There are no written policies or procedures covering this process. Since the retirement of
the business manager of the DPW Infrastructure Electrical Section, some documentation
and process has been lost and has had to be reinvented (still not in writing).
Reconciliation of certain traffic signal/electrical project has be substantially delayed due
to a lack of written procedures and a lack of knowledge of the location of specific
records.

i
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Appendix 4

Department of Public Works
Administration Division
Billing At (2003) - Glossary Teme

Term Definition
Peregrine System Vehicle & Fouipment Management Program
Board-up Billing System DPW-developed application wsed to record inforrmation regasding Police and DINS ordered Boardups
Job Ovder System DPW-developed application used to intemally track project work. Interfaces with the DPW-Invoice Program
Invoice Systern DPWdeveloped application used to create and administer exrernally-hilled invoices
Work Orcer Number Nurrber assigned to a particular project (repair) that is used to track labor, neterial, and equipment costs
Project Billings Billings (invoices) associated with a specific Project (or Work Order),
Manoal Billing Billing which requires quering of mudtiple systems (Fxcel, FMIS, etc.)
Contractor Darmages Damages to City property caused by a Contractor (versus a citizen),
Contractor Service Requests Waork done by the City which was specifically requested by a Contractor (example: relocate street lighting units)
Recycle Billings Bilting of other mumicipalities for the use of the City's Recyeling Center at 1313 W, Vernon
Inspection Services-MVSD Inspection services for work associated with MMVISD construction projects

Misc. Owtside Billings-Fngineering Varioes design, engineering, surveying, and inspection services for private parties.

Submitted By: Dem Rotar (7/3/03)
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November 18 2000

Mr. W, Martin Morics
Comptroller

Office of the Compiroller
Room 404, City Hall

Diear Mr. Mories:
We have reviewed the “Audit of the Department of Public Works Billings and
Collections” conducted by your office. Attached please find the Department of Public

Works’ response to the audit findings.

We appreciate the opportunity to respond. If vou have any questions, please
contact Dan Rotar at extension 2766,

Very truly vours,

i

Marnano A Schifalacada
Commissioner of Public Works
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LaQuisha Harrell
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Bepartment of Public Works Response
Audit of the Department of Public Works Billings and Collections

in 2000 the City implemented the PeopleSoft Financial System. Howsaver, an
invoice/accounis receivable module was not included as part of this system. Due to the
large number of invoices that DPW creates annually (approximately ;3&5?} and a
reorganization of administrative stafl, DPW had 1o develop an éﬁ%}{i}?}hﬁ{:’% billing system
that was less time consuming and more efficient. This system, which was created in
2000, was developed by DPW staff and is regularly modified to meet the department’s
financial management needs. To date, there 1s no uzw@é accounts receivable system.

The DPW-developed invoice/accounts receivable system does not interface with
FMIS. Due to this lack of interface, much of the invoice ;C?EGL(;‘%" 1s st manual. A fully
tnterfaced system would make the invoice/accounts receivable process more efficient for
both user departments as well as for the Comptrolier’s Office.

[n addition, citywide standards and policies need to be developed by the
Comptroller’s Office to assist not only DPW but also all City departiments in
admimnsiering the accounts receivable process. Providing a general overview of good
business standards and practices concerning accounis receivable would assist
departments i the creation of their own standards and policies. Parameters should be
established for City departiments on maiters such as acceptable processing thmes and
collection policies based on normal business standards. This general overview would
then give departimems the basic framework to develop their own internal policies and
procedures related o the accounts receivable process that meet or exceed the industry
standard.

To summarize. the Department of Public Works befieves that there needs to be a
holistic approach to accounts receivable issues. Most of the issues are citvwide in nature
and would be more appropriately facilitated by the Comptroller’s Office. The
Department of Public Works is willing to assist the Comptroller’s Office i this endeavor,

Recemmendation 1: The time period required for the batch processing of certain
bills can and should be shortened,

As aresult of this audit, DPW-Administration and DPW-Electrical Services
have adjusted the tin = period from monthly to weekly for internal batch processing

o

¢ and street light g damage billings. However, in order o minimize the processing
time for Eﬁc 3{) i "z‘~ . changes would need 1o be made ra%g;‘m:%%?w the processing of
accident reports by the Police }f}& partment and the City Attorney’s Office.

Al the ime of an accident involving City property, an accident report is created
by the Police Department detailing the spec ?“ damages and the parties invelved. A hard
copy of the report is forwarded to the City Attomey’s Office to identify afi responsible

parties that should be billed by DPW. Xi‘af*f% some wme, this report is batch-processed and




My, W Martin Morics
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matled to DPW. Currently, these reports are received by DPW within 1-4 weeks afler the
accident occurs, A reduction in this batch processing time would greativ assist DPW in
minimizing the amount of time it would take o bill for street and traffic light damages.
In addition, due fo the necessity of the City Auomey’s Office fo review the accident
report toadentify billable parties, 1t would not benefllt DPW to recoive this report directly
from the Police Department.

DPW has previously met with the Clity Atierney’s Office regarding the handiing
of these reports, w ?ﬂm did result in a small reduction in the pz‘»:;(:f:ﬂ;smﬂ' time of these
reports. DPW will continue to work with both the City Attomev’s Office and the Police
Department 1o continue to improve the timeliness of receiving these reports.

2 i g

Recommendation 2; Wherever feasible, elimninate the time consuming labor cost
accumulation now required by utilizing standard cosis,

DPW agrees with the audit findings that standard costing may, in some cases.
reduce the amount of ime needed 1o create an invoice, Currently, with no interface
between the DPW-developed invoice/accounts receivable systemn and FMIS, a single
guery i run i PMIS to obtain labor and material cost informaton. The actual time
needed to run this query is minimal. However, when there are delays in the posting of
this information in FMIS (this is the responsibility of the Comptroiler’s Office) or
adjustments need to be made by DPW, the creation of an invoice could be delayed.
Unfortunately. with over 2,000 invoices processed annually. labor eost adjusiments are
necessary f{}r some bitlings. The manual processing of labor adjustmeonts is inefficient
and iabor-intensive and has an adverse effect on the timeliness of the b Hing. Therefore,
as an alternative 10 automating the etzbor cost adiusiment process, standard costing is an
opuon that would avord the need to rely on tmely posting of costs/adjustments.

ftshould be noted tat i standard costing 15 unlivzed, ﬁmc T g%u still be a delay n

the billing process due to the time needed to currently receive a “City Aftorney reviewed”
police report. Further, additional work will be required at the ¢ é i;é ¢ vear 1o clear out
m% remaming *ez%;mc{:s; i reimbursable accounts. This would involve not only DPW

taff but aiso Comptroller OGffice staffo © {}eﬁaiéca out” over 1300 reimbursable accounts
through manual eniries into FMIS.
~onetheless, DPW will work with the Corsptrolier’s Office to identify billings
that would be good candidates for standard costing.
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Hecommendation 3: DPW should initiate a major effort to re-examine, update, and
formalize its billing and collection practices through a comprehensive DPW Billing
and Collection Policy and Procedures Manual.

DPW has worked to update its billing procedures despite many cha sz in its
billing processes. The development of the now DPW Job Order/Invoize Svstem made all
;}mvmzx process docwmentation obsolete. With system changes aw;émmw on a regular
basis, it 13 alwayvs a chalienge 1o maintain sufficient and current svsiem documentation.
Nonetheless, DPW agrees (o expand 18 existing billing procedural manual to include
those listed under this recommendation.

Recommendation 4: DPW should consider for introduaction o thie Common Council
a resolution that would empower DPW to charge late fees and penalfies.

DPW agrees to consider the possibility of charging late fees for nonpayment.
However, due (0 the lack of an interface between FMIS and the DPW -developed
imvoice/accounts receivable systom, the time-consuming task of administering such a
provision may be costly. Tasks that would need to be completed in order 1o implement
this proposal include modifying the inveice, mailing the invoice, forwarding a
reconciliation report to the Comptroller’s Office and manually entering the penalty
revenue into FMIS {this would be the responsibility of the Comptroller’s Office). Until
an mierface exists, the late fees charged may need 10 be significantly higher than the
recommmended 3% in order 1o cover the City’s costs of administering this provision.

It should be noted that there is a lower probability of collecting payments on
mvoices that are 30-days delinguent. Clearly, @ number of the delinguent invoices wil
never be collected. ?\ffegfw ¢f the 30-day delinguent invoices are for individuals who has
ne nsurance and mav not have ﬂ"z{* itmans qability to pay the inveice and/or the late fee
The amount of any %‘i.éi}‘zii.zai‘ai penaity charge should take this into account. In &{,i{iiz;on, in
conirast o the Mumcipal ‘%{:%"ﬁcu i:ia%‘ bitled darnages to Oty property are of a “one-
tie’ pature and thus, the penaltics cannot be billed on future mvoices. ﬂx{:m, charge
cannot be piaced on the property ax roll unlike unpaid charges on the Municinal Services
Bill

s

5

Finally, the audit suggests an additional penalty for mvoices that are 60-days
delinquent. This would have an mpact on our current policy of sending the majority of
de *!m?wm bills to i§3<- Kohn Law Firm within 45 days. This ﬁ-@zzié cither require DPW i«
assess pens ?i es while ii}.:': e s at the Kehn Law Firm, or 10 extend the %z@hﬁizzg period o
ore} priot o sending the bill to iﬂﬁ% a for colicetio
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In shott there may be some billings that would benefit from late paymeny
penaities. DPW will work with the Comptroller’s Office to identfy these tvpes of

billings.

Recommendation 5: DPW should develop basie periodic reporting o assist in the
tracking of bills and collections for all types of billings,

DPW has created numerous reports within the Invoice and Boardup Programs that
assist in the fracking of both invoices and boardups. Several of these reports are provided
periodically to both the Finance and Planning Manager and the Director of
Adminisiraiive Services

Based on discussions with the audit staff, it appears that the primary report in
which staff is recommending DPW develop is an aging report of invoices that have been
subnitted 1o the Kohn Law Finn for collection. DPW will work with Kohn to develop
such a report.

I addition, it should be noted that data regarding DPW billings and collections is
provided annually to the Common Council by the Comptroller’s Office as part of its
Citywide Miscellaneous Accounts Receivable Activity Report.

Recommendation 6: DPW should strengthen its managerial review of data input to
the systems {L.¢. overhead,. ete.).

DPW places the level of managerial review at a pomi where it assurcs accurate
biliings without adversely affecting the timeliness of the billings. According to the audit
findings, “based on an audit sample, across all bil img types and without exception, ﬁm&f
bilhings 0 external parties were found 1o be accurate”. Based on this conclusion, DPW is
comfortable with the level ef managerial review now being given 1o assure accurate
billings. DPW managerial staff will continue to oversee the billing process by utilizing
FMIS gueries and maintaining/improving internal controls within the Job OrderTnvoice
Svsiem.

One internal control modification that will be made as 2 result of this audit would
aliow only management to override central services -'Wef:zf%“;_ezz{% rates that are currently
contamed éﬁ ‘i’%zc Invoice program (rates are 1 accordance with those set by the
Comptroller’s Office). This change will be documented in the deparnment’s Billing and
Collection Policy and Procedures Manual,
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Regardn ng Recommendation &b, all {}?W—m-w %arvéces cguipment renial rates
are annually reviewed x-mff mamiained by the Quality Assurance Coordinator and are
approved by the Fleet Services Manager. In addition, %}c, i‘?ecz Services Pnvision
documents the procedures used in the annual review of rental raies.

Hecommendation 7: For all Board-up billings and collections, DPW should separate
the responsibilities for billing, collection, and recording to three different
individuals,

DPW is currently working with the City Treasurer’s Office to have the
Treasurer’s Office receive payments for board-up charges. The Treasurer’s Office will
provide an electronic file to the DPW-Administration Business Operations Manager who
will download the payment data directly into the Board-up Program.

Recommendation 8: DPW should examine the feasibility of integrating its billing
and collection svstems with FMIS,

DPW has long-supported and advocated for a citywide accounts receivable
systent with full mitegration with FMIS. This would greatly reduce the amount of manual
data entry that is presently required (including the elimination of all cost/overhead data
entry}. In addition, the redundant manual entry of invoice data info FMIS by the
Conptrotier’s Office would be eliminated. This would result in more accurate and timely

indormation in FMIS which would assist in more timely tracking of revenues by DPW,

As stated eartier the Deparmment of Public Works believes that there needs to be a
citywide approuch fo accounts receivable issues, which would be more appropriately
facilitated by the Comptrolier’s Office. The Department of Public Works is A’;g%mg o
assist in thig effort.

RHecommendation 9: DPW should consider providing Lessors with coupoens for
pavinent at the beginning of the vear, eliminating the need to create mvoices
through the Job Order/Invoice System.

Real estate mﬁsm uch as parking lot leases require monthly lease paviments.
DPW-Admunstration pr d o$ the lessee an invoice for three months rent. This is done
to reduce the pumber of F-zx o i i

ices that need 1o be created and o allow the fessee 1o prEpaY
they choose (even though they are not contraciually

h -

the second and third month f
required to do soy
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I Miscellaneous Accounts Recervable (MAR) invoices are eliminated and

payment coupons are utilized, DPW would not be able to use its existing invoice system
_to administer and track payments. A new system would have to be developed to allow
for the creation of payment coupons {(with an electronic scan line), the ability to track
_non-payments, and the ability to receive electronic notification from the City Treasurer’s
- Office regarding lessee payvments. Since DPW already has the ability to track pavments
=111 the current invoice system, DPW feels it would not make sense to sacrifice this
" functionality for the benefit of reducing the number of invoices. In addition, it is our
understanding that the Comptroller’s Office prefers to expand the number and type of
MAR billings. Under this recommendation, these billings would no longer be treated as

MAR billings.

Based on our discussions with audit stafll it appears that the primary goal of this
recommendation 15 to separate the “pre-paid’” parking invoices from the rest of DPW’s
standard invoices in regards to aging reports. To achieve this goal, DPW will modifv its

current ¢lectronic reports (o separate parking invoices from all other DPW billings.




