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Cover Letter

November 13, 2020

Prepared for: City of Portland Office of Community & Civic Life

RE: Forensic Audit: Findings Report of Southwest Neighborhoods, Inc.

Please accept the enclosed findings in response to the forensic audit of Southwest Neighborhoods, Inc.
(“SWNI”) which began on September 1, 2020 and completed November 9, 2020 with the issuance of this
Findings Report on November 13, 2020. This Findings Report has been prepared for the City of Portland
Office of Community & Civic Life (“Civic Life”), formerly Office of Neighborhood Involvement (“ONI”).

The forensic audit was engaged by Civic Life due to concerns about a continuation of suspicious activity,
abuse of power, conflicts of interest, lack of transparency and inequitable practices among SWNI and
the Board of Directors.

The forensic audit scope period was fiscal years 2011/2012 to 2019/2020, and was expanded to the
second quarter of fiscal year 2010/2011 and the first quarter of fiscal year 2020/2021 (October 1, 2010
through September 30, 2020).

The forensic audit findings start on page #12 for the Examination Findings and Results and page #77 for
the Internal Control Findings. Findings were that there was evidence of financial mismanagement of
$179,332.24, including conflicts of interest and misrepresentation. This amount comparatively on
average had represented 7.35% of SWNI’s base funding grant from Civic Life per year.

The forensic audit was conducted by Marsh Minick, P.C. a financial crimes consulting firm. Examiners,
Brandi Marsh and Melissa Frick Minick, have over 30 years of combined practice, and hold certifications
as certified fraud examiners and financial crime investigators, with advanced degrees in financial forensic
fraud. The report contains evidence-based findings, not a matter of opinion. Marsh Minick is an
independent party free from conflicts of interest.

Sincerely,
Bk Wi e
Brandi Marsh, MS, CAMS, CFE, CFCI Melissa Frick Minick, MS, CFE, CFCI

Marsh Minick, P.C.




Table of Contents

2= Tod 1o | o ] U1 Lo PR 4
EXECULIVE SUMMAIY ...ttt e e e e e e e et e e e e e e e e e ettt e e s e e e e e e e eattaaaaaeeaeeesaseennaaaeaees 5
Yoo o PP RRPUPPPPTTIN 10
e (=T 107 (= PP 10
Scope of WOrk- Agreed UPON SEIVICES. . ...t iiiiieetiiee e e et iee s e e e e et ee s s e e e e e e e earaaa s s e e aaaeennees 10
Y = 1 10 = 10 PRSP 11
Forensic Audit EXamination FINGINGS ...c.oooeiiiiiiiiiiii ettt e e et e e e e e e earraaes 12
Examination 1 — Restricted Board FUNG.............ueiiiiiiiiiiien e e e 15
Examination 2 — Adjudicated Theft and ReStItULION ..............coovviiiiiiiiiiiiii 21
Examination 3 — Transition of Bank Accounts — Restricted and Operational ..............cccccevvvvveenen. 31
Examination 4 — Tracking of Money in Restricted ACCOUNL..........cc.ocviiiiiiiiie e 35
Examination 5 — Paycheck Protection Program and CEAP ..., 38
Examination 6 — Budget and Actual ANAIYSIS.......cciieiiiiiiiiiiiii e 61
INternal CoONErOl FINAINGS .uuuuiiiii e e e e e et e e e e e e e e e e aa e e e e eeeeearreaannans 77
1 Control Environment — Equity Practices and Policies, Conflicts of Interest, Whistleblower......... 79
2 Risk Assessment — Financial Statement Audits, Risk Management and Fraud Policy ............... 93
3 Control Activities — Accountability for Roles and Duties, Uninvestigated Incident....................... 96
4 Information and Communications— Conduct and CUlture ..., 101
5 Monitoring — Financial Policy, Fiscal Policies, other poliCies ........cccccovviviiiiiiieiiiieeeceee e, 104
SUMMATY Of REA FLAGS ...n e e e e e e e e e e e e e e e rr e e e e e 109
YN o] o1 o Y- od o [ SPUPTRUTPR 112
o =] Yo AN o 1 A == o PR 112
e (0 To = o [ PR 112
e =Y ] ] T PR 112
INfOrmMation GAatNEriNG .......cooiiiiiiii 112
[T V=T = o] =T 115

AP P BINTIX s 116




Forensic Audit Findings Report

DATE: November 13, 2020

TO: City of Portland
Office of Community & Civic Life (“Civic Life”)

FROM: Marsh Minick, P.C.
Financial Crime Consulting Services

RE: Southwest Neighborhoods, Inc. (“SWNI”)

I. Background

The City of Portland has contracted with Southwest Neighborhoods, Inc. (“SWNI”) for 41 years since
1979. SWNI is a district coalition that receives annual funding support from the City of Portland’s Office
of Community & Civic Life (“Civic Life”) per City Code 3.96 “to provide such services by which the people
of the City of Portland may effectively participate in civic affairs and work to improve the livability and
character of their Neighborhoods and City.” SWNI has held non-competitive, no-bid contracts with Civic
Life, which invested $3.174 million with SWNI during fiscal years 2010 to 2020.

On July 13, 2020, Civic Life requested a proposal of work from Marsh Minick, P.C. to perform a forensic
audit on grant awardee, SWNI, due to concerns about the continued suspicious activity after a known
fraud incident, abuse of power, conflicts of interest, lack of transparency and inequitable practices.
Marsh Minick, P.C. proposed a forensic work plan on July 24, 2020 to fulfill the needed services. The
forensic audit began September 1, 2020.

Due to the pandemic, Marsh Minick strategically performed interviews of SWNI staff, Board members,
and the community, through password protected ZOOM meetings, and collected extensive records and
data information from SWNI and individuals through a secure file sharing website and by email.
Additionally, Marsh Minick used information gathered from publicly available records, and secure
permissioned-based sites for court records and other needs to complete the forensic audit.

The totality of information gathered was assessed based on risk. Targeted forensic testing and analysis
was performed during the examination and an internal control assessment. Results are detailed in this

findings report that was issued November 13, 2020 after the conclusion of this forensic audit on
November 9, 2020.




II. Executive Summary

The forensic audit began on September 1, 2020 and concluded on November 9, 2020. The forensic
audit scope period was fiscal years 2011/2012 to 2019/2020, and was expanded to the second quarter
of fiscal year 2010/2011 and the first quarter of fiscal year 2020/2021 (October 1, 2010 through
September 30, 2020).

The forensic audit was predicated by concerns about a continuation of suspicious activity, abuse of
power, conflicts of interest, lack of transparency and inequitable practices by SWNI and the Board of
Directors (“Board”). The SWNI Board have irreconcilable disagreements on equitable practices,
transparency of records, and rules, duties, and responsibilities of Board Officers and employees that are
impeding SWNI and Civic Life’s mission and values.

Financial Mismanagement

In total, four primary bank accounts were forensically analyzed with the SWNI’s financial system records
and supporting documentation, which resulted in $179,332.24 of financial mismanagement for the
scope period (reference Scope). Comparatively on average, SWNI mismanaged 7.35% of their base
funding grant from Civic Life per year.

Separate of the financial mismanagement identified above, SWNI determined their financial loss was
$174,265.25, resulting from theft that was adjudicated in court. The loss included volunteer hours,

professional services, and amounts stolen from Civic Life grant funding, Neighborhood and Business

Associations restricted money, and Board money.

The findings are presented in two categories: Forensic Audit Examination and Internal Controls

Forensic Audit Examination Findings

Forensic audit findings are the result of fact-based evidence from information gathered provided from

and about SWNI for the examination scope period (reference Scope).

There was evidence SWNI had mismanaged financials. There were occurrences of misapplied and
unallocated money. SWNI’s leadership demonstrated being willfully blind to noncompliance with
governance documents, standards and ethics. There was a culture problem at SWNI that went

unresolved.




The root cause of the financial mismanagement was the lack of accountability for financial duties,

outdated financial policies and procedures, non-adherence with governing documents, providing

incomplete and inadequate records to all Board members, a lack of transparency, unperformed financial

statement audits and reviews, and irreconcilable difference among Board members.

Six examination areas and related findings are detailed in the Forensic Examination Findings section

beginning on page 12.

Examination Areas

Financial Impact and Explanation Summary

Where did the money come from
that comprised the ~$10,000
restricted Board fund (RS-Board)?

During October 2011, SWNI deposited insurance loss claim checks for
$20,154.44 that were not properly recorded to operational or
restricted funds.

SWNI had mismanaged the communication regarding the insurance
loss claim checks with the Board. This resulted in SWNI being unable
to trace the source of the “float” and referred to this money as
“magic money”. There was no evidence the insurance loss claim
checks resulted in money being returned to Civic Life/ONI by SWNI.

Where was the money taken
from during the fraud incident
and did SWNI recover any money
or receive restitution from the

fraud incident?

The forensic examination found that the money recovered and
received as restitution from theft by a former employee ranged from
$34,751.51 to $35,044.51. The money was taken from ONI/Civic Life
grant funds and Association Restricted funds, but restitution was not
returned to ONI/Civic Life.

The Executive Director’s delay in notifying police or the Board of
$19,570.00 in unauthorized debt to a SWNI credit card exposed SWNI
to continued embezzlement over a five-year period. The Executive
Director continues to manage the organization.

How long did it take SWNI to
close the Key Bank accounts after
the Umpqua Bank accounts were
opened and how was the money
moved to Umpqua Bank?

The Umpqua Bank accounts were opened in October 25, 2011 and
the Key Bank accounts were closed January 19, 2012. There was
evidence that SWNI comingled $16,789.26 without supporting
documentation as to why the money was moved between restricted
and operational.

The lack of documentation to justify the comingling of the Key Bank
account closures and Umpqua Bank account opening transactions
was evidence of financial mismanagement.




How was money being tracked
for the Umpqua Restricted Bank
account with restricted
neighborhood and business
association and board funds?

SWNI manages restricted money for Associations. SWNI was not
itemizing transactions occurring in the Associations funds and was
only tracking and reporting month end totals. This created a lack of
transparency with following the money deposited and withdrawn
from Association funds, and which impeded the Board’s ability to
oversee restricted money.

What was SWNI’s financial
situation when they applied for
and received a Paycheck
Protection Program (PPP) loan,
how was that loan spent, and
what expenses were requested
to be forgiven for the PPP loan?

SWNI was awarded a PPP loan for $66,300.00. These monies were
spent mid May 2020 to August 31, 2020 for payroll, rent, and utilities.
Civic Life’s grant would have covered payroll for this period and
therefore the PPP loan created a surplus of money for SWNI who had
decided to establish a new grant program called CEAP.

SWNI mismanaged the decision making and oversight of the PPP
money. There was inequitable employee (PTO) payouts that were
not accurately disclosed to Board members. SWNI had not received
approval from Civic Life to reallocate payroll expenses saved from the
PPP loan toward the new CEAP grant. SWNI inflated their budget
with CEAP to create the illusion of a shortfall as a result of COVID.

Was money being spent
according to SWNI’s budget?

No. When comparing the budgets with the end of the year reporting
of actuals sent to Civic Life, there were line items in the budget that
had considerable differences. There were unreasonable and
excessive balances for Postage and Delivery. Professional Fees, such
as for financial review, were never conducted by a certified
accountant even though this expense was budgeted and SWNI had
previously experienced financial losses from embezzlement. There
was Rent paid that had not been budgeted and was applicable for a
different fiscal year.

Critical financial controls were not followed as there was a 97% error
rate for the month-end financial checklist used by Finance Committee
Treasurer and Executive Officers (reference Internal Controls,
Monitoring)




Internal Control Findings

There were identified deficiencies and dysfunction with internal controls at SWNI.

The Internal Control Integrated Framework (“Framework”) is the definitive standard to evaluate the
effectiveness of internal controls for organizations receiving public funds. Reference the Appendix for
further information about the Framework. The Framework consists of five control components that were
compared to SWNI.

Five control component examination areas and related findings are detailed in the Internal Control
Findings section beginning on page 77, and a summary of results for SWNI using the Framework are:

Control Component Finding
1 Control Environment Dysfunctional and Ineffective Controls
3 Control Activities Dysfunctional and Ineffective Controls
4 | Information & Communication Dysfunctional and Ineffective Controls
5 Control Monitoring Dysfunctional and Ineffective Controls

There were deficiencies, dysfunction and ineffective internal control measures and management
controls at SWNI. Opportunities were present for errors, mismanagement, waste, abuse and fraud of
financials due to a lack of oversight, willful blindness to risks, and a breakdown of transparency and
communications at SWNI. There was inadequate functionality of internal control measures and
management controls, which resulted in a limited ability to prevent and detect unusual or concerning
activity, and hindered SWNI’s ability to remediate problems.

Without a fully present, functional and effective internal control framework operating in an integrated
manner, SWNI had unmitigated risks that were not properly managed and controlled. SWNI’s control
deficiency and dysfunctions caused heightened risk vulnerabilities that led to the occurrence of financial

mismanagement, financial misapplication and financial losses.




Scope and Findings Summary

| Scope Areas Findings
1 | Forensic Examination Evidence of financial mismanagement
2 | Internal Controls Mostly dysfunctional and ineffective controls

Evidence of financial mismanagement and internal control deficiencies included, in no particular order:

e Bank accounts not used for the intended purposes

e The unabated practice of “shifting” monies in line items deviating from the published budgets

e Financial statements not reviewed or audited by an independent accountant

e Stale dated financial policies and procedures with critical aspects not followed by SWNI and the
Board

e Neighborhood and Business Association fund accounts and bank financial records not matching
for Restricted money

e Unbalanced Restricted bank accounts with Restricted Fund Tracking Sheets and Balance Sheets

e Treasurer reports were not supportive enough for Board to determine compliance with
governing documents, laws and standards

e Ineffective financial processes, including monthly financial review by Finance Committee

e Lack of assurance of the accuracy of financial reporting by the Finance committee

e Payment Protection Program money was planned to be used to offset for Civic Life grant monies

e Paid Time Off payouts not equitable and in accordance with the Personnel Policy

e Fiscal Tracking Sheets not filled out in compliance with Financial policy

e Transactions not recorded on Balance Sheet in the proper funding line items

e Lack of monitoring and oversight for internal control policies and procedures

e No written control program, risk assessment, or internal audit plan

e Willful blindness to risks

e Poor personal conduct observed that was inconsistent with Civic Life and SWNI’s objectives

e Lack of commitment to develop, train, and retain competent individuals




III. Scope

Predicate

Concerns of repeat misconduct after a prior known embezzlement predicated this forensic audit of
SWNI, specifically there were accusations about a continuation of suspicious activity, abuse of power,
conflicts of interest, lack of transparency and inequitable practices.

Scope of Work — Agreed Upon Procedures

The forensic audit scope period was fiscal years 2011/2012 to 2019/2020, and was expanded to the
second quarter of fiscal year 2010/2011 and the first quarter of fiscal year 2020/2021 (October 1, 2010
through September 30, 2020).

The forensic audit is designed to investigate concerns raised by the community about Southwest
Neighborhood. Inc.’s (SWNI) financial management from 2010 to 2020 including but not limited to
concerns about transparency, compliance with SWNI's bylaws and policies, and allegations of
mismanagement, embezzlement and retaliatory actions against whistleblowers.

SECTION 2 SCOPE OF WORK

Contractor shall provide the following Services

Perform a forensic audit of Southwest Neighborhood, Ine.’s SWINT's financial handling for the period
2010 to 2020 with the objective of identifving whether there is evidence of instances and/or patterns of]
the following activity: abuse of authority and/or power: misrepresentation and omission; lack of
transparency,; mismanagement; waste of funding: and fraud or theft.

The forensic audit scope will be:

1. Forensic audit of SWNI for scope period: Fiscal years 2011-2012 through 2019-2020, with priority]
for fiscal years 2015-2016 through 2019-2020

2. Conduct interviews with current and former SWNI individuals and other that may have knowledge
about major concerns that predicated the forensic audit

3. Examine SWNI financial reports to Civic Life, SWNI financial. management and operational
records, and other identified communications, information, data and documentation about SWNI
mismanagement, embezzlement, waste and abuse

4. Consult with Civic Life in the investigation and provide stafus reports every two weeks

Deliverables will be a Red Flag report and documentation of preliminary evidence: a report of findings
with recommendations for Civic Life and SWNI: a digitally recorded video of the report and
recommendations: and analysis for legal proceedings, if warranted.




Standards

Examiners considered guidance published about fraud and controls in the Generally Acceptable

Government Auditing Standards (“GAGAS”) Yellow Book, the Association of Certified Fraud Examination
(“ACFE”) forensic audit methodology, and the Institute of Internal Auditors/Committee of Sponsoring
Organizations of the Treadway Commission (“llA”/“COSQ”) practices for integrated controls.

The examination efforts were risk-based and focused on the areas with perceived heightened risk of
impropriety within the statement of work and scope period. The forensic audit entailed a comparative
analysis using empirical scientific methods of observation and experimentation, and evidence from
primary and secondary sources. The Forensic Auditors maintained independence before, during, and
after the examination. The implementation of these standards ensured this findings report was based
on accurate and reliable evidence.

The Forensic Auditors performed due diligence to acquire reasonable completeness and accuracy of
information, records and data for examination. Due diligence entailed repeated probing, questioning,
and scrutinizing of the same topics. This procedure allowed examiners to observe whether information
matched, and if there were corroborated recollections and evidence. The forensic examiners also
considered observational trends or patterns that emerged during the examination into the reliability of
information, data, and records. Furthermore, examiners considered the context and source(s) of the
information, including whether there was apparent bias, impartiality, motivations, politics, and other
seemingly relevant factors or environmental happenings; all considerations were followed upon with an

empirical examination of the evidence.

A forensic audit is an examination of fraud, waste, abuse, and mismanagement and is a matter of fact
based evidence. The Forensic Audit of SWNI was not and should not be construed as a financial
statement audit, as a financial statement audit is an examination of the financial statements for
reasonable accuracy and is a matter of opinion by public accountant.

Marsh Minick, P.C. is a Financial Crime Consultancy. The findings, analysis or recommendations offered
in any report or communication are consultative and instructive only. Marsh Minick, P.C. does not and
cannot provide legal advice or legal interpretation of the law or enforcement of laws. Marsh Minick, P.C.
is not licensed or registered as a public accounting firm and does not issue opinions on financial
statements nor offer attestation services. Marsh Minick, P.C. does not assume any responsibility or
liability for losses occasioned to one or others as a result of this report. Findings are empirically based,

not statistically significant.




IV. Forensic Examination Findings

Results Summary

Forensic audit findings are the result of fact-based evidence from information gathered provided from
and about SWNI for the scope period (reference Scope). The forensic audit was risk-based and focused
on areas where the greatest likelihood of problems seemed to exist that were affecting financials.
Forensic auditors deemed the financial institution’s account statements, such as checking accounts,
credit card, and money transmission statements as the most reliable evidence regarding the money that
was being managed by SWNI. The account statements and supporting documents were compared to the
red flags and concerns outlined in the Red Flags Warranting Forensic Review section below and used to
generate the findings for the forensic audit.

There was evidence SWNI had mismanaged financials, unmitigated risks, and dysfunctional internal
controls which resulted in SWNI being vulnerable to losses. There were occurrences of misapplication
and unallocated money. SWNI’s leadership demonstrated being willfully blind to noncompliance with
governance documents, standards and ethics. There was a culture problem at SWNI that went

unresolved.

The root cause of the financial mismanagement was the lack of accountability for financial duties,
outdated financial policies and procedure, non-adherence with written policies, providing incomplete
and inadequate records for all Board members, a lack of transparency, unperformed financial statement
audits and reviews, and irreconcilable difference among board members.

Examination Areas Financial Impact and Explanation Summary

During October 2011, SWNI deposited insurance loss claim checks for
$20,154.44 that were not properly recorded to operational or restricted

Where did the money funds.

come from that comprised
the ~$10,000 restricted
board fund (RS-Board)?

checks with the Board. This resulted in SWNI being unable to trace the
source of the “float” and referred to this money as “magic money”. There
was no evidence the insurance loss claim checks resulted in money being
returned to Civic Life/ONI by SWNI.

SWNI had mismanaged the communication regarding the insurance loss claim




Where was the money
taken from during the
fraud incident and did
SWNI recover any money
or receive restitution from
the fraud incident?

The forensic examination found that the money recovered and received as
restitution from theft by a former employee ranged from $34,751.51 to
$35,044.51. The money was taken from ONI/Civic Life grant funds and
Association Restricted funds, but restitution was not returned to ONI/Civic
Life.

The Executive Director’s delay in notifying police or the Board of $19,570.00
in unauthorized debt to a SWNI credit card exposed SWNI to continued
embezzlement over a five-year period. The Executive Director continues to
manage the organization.

How long did it take SWNI
to close the Key Bank
accounts after the Umpqua
Bank accounts were
opened and how was the
money moved to Umpqua
Bank?

The Umpqua Bank accounts were opened in October 25, 2011 and the Key
Bank accounts were closed January 19, 2012. There was evidence that SWNI
comingled $16,789.26 without supporting documentation as to why the
money was moved between restricted and operational.

The lack of documentation to justify the comingling of the Key Bank account
closures and Umpqua Bank account opening transactions was evidence of
financial mismanagement.

How was money being
tracked for the Umpqua
Restricted Bank account
with restricted
neighborhood and
business association and
board funds?

SWNI manages restricted money for Associations. SWNI was not itemizing
transactions occurring in the Associations funds and was only tracking and
reporting month end totals. This created a lack of transparency with
following the money deposited and withdrawn from Association funds, and
which impeded the Board’s ability to oversee restricted money.

What was SWNI’s
financial situation when
they applied for and
received a Paycheck
Protection Program (PPP)
loan, how was that loan
spent, and what expenses
were requested to be
forgiven for the PPP loan?

SWNI was awarded a PPP loan for $66,300.00. These monies were spent mid
May 2020 to August 31, 2020 for payroll, rent, and utilities. Civic Life’s grant
would have covered payroll for this period and therefore the PPP loan
created a surplus of money for SWNI who had decided to establish a new
grant program called CEAP.

SWNI mismanaged the decision making and oversight of the PPP money.
There was inequitable employee (PTO) payouts that were not accurately
disclosed to Board members. SWNI had not received approval from Civic Life
to reallocate payroll expenses saved from the PPP loan toward the new CEAP
grant. SWNI inflated their budget with CEAP to create the illusion of a
shortfall as a result of COVID.




Was money being spent
according to SWNI’s
budget?

No. When comparing the budgets with the end of the year reporting of
actuals sent to Civic Life, there were line items in the budget that had
considerable differences. There were unreasonable and excessive balances
for Postage and Delivery. Professional Fees, such as for financial review, were
never conducted by a certified accountant even though this expense was
budgeted and SWNI had previously experienced financial losses from
embezzlement. There was Rent paid that had not been budgeted and was
applicable for a different fiscal year.

Critical financial controls were not followed as there was a 97% error rate for
the month-end financial checklist used by Finance Committee Treasurer and
Executive Officers (reference Internal Controls, Monitoring)




Forensic Examination & Results: Examination Areas 1-6

Examination #1  Where did the money come from that comprised the
~$10,000 restricted board fund (RS-Board)?

Findings: e The money allocated to the restricted board fund originated from the loss
insurance claim checks that SWNI had received in October 2011.

e SWNTJI’s Restricted Funds Tracking Sheet was out of balance with the
respective bank account when the insurance checks were deposited. There
was more money in the bank account than was being tracked as restricted.

e The out of balance (difference) between the Restricted Funds Tracking
Sheet and bank account balance was leveraged as a “float” and “buffer”
for misapplied restricted revenue and expenses.

o During July 2019 the difference between the Restricted Funds Tracking
Sheet and bank account balance was used to create the RS-Board fund.

o SWNI applied insurance restitution into a bank account where
Associations funds were being held as restricted for the Associations.

e SWNI has been unable to trace the source of the “float” and referred to
this money as “magic money”.

e There was no evidence the insurance loss claim checks resulted in money
being returned to Civic Life/ONI by SWNI (reference Examination 2).

e $14,082.19 in claim insurance checks deposited creating an over out-of-
balance with Restricted Funds Tracking Sheet and Umpqua Restricted
account

Results Summary

An analysis was completed on SWNI’s Balance Sheets and Cash Flow documents, the Restricted Funds
Tracking Sheet, and the Key Bank Restricted account (“Key Restricted”) and Umpqua Bank Restricted
account (“Umpqua Restricted”) to determine the source of the money that was used to create the new
RS-Board Fund in July 2019. This money was described by interviewees as “seed money”, “magic
money”, “float money”, and “buffer money” for the Neighborhood Associations and Business
Associations (“Associations”) projects, events and programs. They had described these monies as a

buffer to ensure the bank account did not go negative while waiting for reimbursement money.

The forensic examination found that prior to the creation of the RS-Board Fund, the approximate
$10,000 +/- of restricted money was reflected in SWNI financials as an out-of-balance (difference)
between the Restricted Funds Tracking Sheet and the bank statement. Essentially, since November 2011,
the bank account had a higher balance than what was being tracked by SWNI for the Associations funds
on the Restricted Funds Tracking Sheet. This was evidence of mismanagement of SWNI’s restricted

money.




The Restricted Funds Tracking Sheets, financial system balances and bank account statements did not

reflect the same outstanding balances. It was demonstrated the out of balance difference was from
improperly recorded, unallocated and misapplied revenue and expenses of restricted funds. SWNI’s
financial reporting for the eight years from 2011 to 2019 was misleading as the balance sheet for the
Associations funds showed there was less restricted money than was actually held in the bank account.
The balance sheet was a critical financial statement document that Board members and others were
reliant upon to be accurate with the activity transacted and balance contained in the bank account.

Forensic Examination
Tracking Sheets and Bank Accounts Out-of-Balance

The Key Restricted account was used to hold the restricted money for Associations and for the Board
fundraising activities. The Restricted Funds Tracking Sheet maintained by SWNI to track funds for the
Associations was out of balance with the Key Restricted account statements as far back as July, August,
and September 2011. During those months SWNI had tracked they owed more money to the
Associations than was actually being held in the Key Restricted account. This meant that SWNI did not
have enough money on hand in this bank account for what was owed to the Associations, not even
considering what funds were held on deposit specifically for the Board, which were not tracked properly

on these records.
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During October 2011, the out of balance activity between the Restricted Funds Tracking Sheet and Key
Restricted account changed from not having enough funds in the bank account, to having too much
money in the account. This was due to SWNI depositing two checks on October 21, 2011 that were not
reported to any fund on the Restricted Funds Tracking Sheet. The two checks deposited totaled
$20,154.44 and were from an insurance company for loss claims made by SWNI (reference Examination
#2). The claim checks were not reported in a restricted fund on the Restricted Funds Tracking Sheet, and
resulted in an over-balance of $14,082.19 in the Key Restricted account. As seen in the chart below,

when this deposit occurred, the out of balance difference showed the bank account was holding more
money than was being tracked by SWNI.




Restricted Funds
Tracking Sheet

Key Bank Restricted
account ending 4797

Out of Balance

Difference

July 2011 Balance

$55,242.93

August 2011 Balance

$54,469.14

$51,717.34

$50,073.39

September 2011 Balance October 2011 Balance

$34,259.18

$45,691.44

$44,938.63

$64,155.58

$20,983.75

Less money in bank
account than on
Restricted Funds

Tracking Sheet

$8,777.70

Less money in bank
account than on
Restricted Funds
Tracking Sheet

$6,778.71

Less money in bank
account than on
Restricted Funds Tracking

$14,082.19

More money in bank
account than on
Restricted Funds

Sheet

Tracking Sheet

Float Balance Lifecycle

Immediately following the insurance claim checks deposited on October 21, 2011, SWNI issued three
checks that cleared on October 26, 2011 to open the two new bank accounts at Umpqua Bank. A check
for $3,000.00 was used to open the Umpqua Bank Operations account (“Umpqua Operations”) and

$3,200 was used to open the Umpqua Restricted account.

The original source of money for the “float” balance originated from the loss insurance claim checks

Business Banking Statement
QOctober 31, 2011
page 3of 4

18104754

Paper Chacks * chack missing frovm sequencs
Chack Dala Amouri Chack Date
0545 10-7 160.38 953 011
2947 10-7 306.00 4954 0-20
L] 10-7 146,06 0856 0-12
G549 10-7 23518 FAET 20
E-ST LAed 1000

Paper Checks Paid

$9,234.62

that SWNI had received in October 2011.

Balance less than the
Restricted Funds
Tracking Sheet

Restricted
Funds Tracking

Sheet

July, Aug., Sept. 2011

A

Fraud
Insurance
Claim Checks

Oct. 2011

Balance $14,082.19
more than the
Restricted Funds
Tracking Sheet

Restricted Funds
Tracking Sheet

\

/

$3,200 opening deposits

$3,000 opening deposit

Residual difference of held in Key
Restricted bank account; later
disbursed and closed on January
2012

\ 4

Jan. 2012




The insurance claim checks deposit were the beginning of the “float” in the Umpqua Restricted account,

which was not tracked to an Association on the Restricted Funds Tracking Sheet and was underreported
on the balance sheet for the restricted funds. The float amount fluctuated each month based on a
continuation of unrecorded, unallocated and misapplied revenue and expenses that was out of balance
with the Umpqua Restricted account (reference Examination #4). Forensic auditors observed the float
amount fluctuated from about $6,000 to $12,000 over the sampled months in the eight-year period.
Then in July 2019, there were two new financial system funds created, “RS-Board” Fund for $10,377.57
and an “RS-Restricted Interest” Fund for $100.65, which was then reported on the balance sheet and
Restricted Funds Tracking Sheet.

Float balance
Float: Initial deposit to Umpqua fluctuation due
Restricted bank account for $3,200, to unrecorded $10,377.57 from float balance
residual difference of money from !
the Key Bank Restricted bank unall_ocateq and
account later disbursed to the misapplied
Umpgqua Restricted Bank account revenue and
Eexpenses $100.65 from float balance
Nov. 2011 to June 2019 Umpqua Restricted bank | | July 2019 ] Sept. 2020

Force Balancing of Tracking Sheets and Bank Account

It appeared SWNI had force balanced the Restricted Funds Tracking Sheet to the Umpqua Restricted
account, as all monies needed to be tracked and managed. The two new funds in July 2019 did not track
the amounts dollar-for-dollar between the two records when the RS-Board fund was created. The
difference between the two records was less than a 1% difference, which demonstrated that SWNI was
mismanaging the tracking of the Association funds. During the October 2020 Board Meeting there was
discussion about disbursing the restricted RS-Board fund to the Umpqua Operations account. Given the
Board fund was a restricted fund, and was created by SWNI to be restricted, it seemed inappropriate
that the money would be moved to operations. This demonstrated that SWNI was mishandling restricted

funds.




o Southwest Neighborhoods, Inc. (SWNI)
Accruni Bemis Balance Sheet Prev Year End Comparison
As of July 21, 2019
SRl lmma Schengs,  _XChmpe
Temp Ratd Met Assets
RS-Restricted Interest 10065 .00 10088 100036
RAS-Boord 1037 7.57 Q.00 10377.57 100U0%
RS-ACNA Community Events 1.908.85 2,105,865 200,00 =8.5%
AS-AMA Sonorad 140312 1,403,912 a.go 0L0%
RS-AMA Communlity Bldg. & Safaty 1,508,590 BE1 .44 TIT. A4S BEE1%
RS-AMA, AshCmst CEP 1,770.28 1,7Ma.26 Q.00 o0%
RS-SNI Patty Los Projoct 347718 R ] QL0 00%
AS-E8A Community Events 2,347.53 3,187.83 -A20.00 <2 58%
AS-CHA Community Events 045 048 oo 0L.0%
AS-CHA Dickinson Park Playgrnd 7.377.57 TATT AT o.on [ X
AS-CMA Frisnds of Woods Parik 2,154,584 5,184 84 T ] 0L
RS-CMA Taylor Woods 4,700,00 4, 700,00 0.00 0.0
FRI-CAPER, Qhprasrad Last statement: June 30, 2019
TR, ol This statement: July 31, 2019
RS-HAMNA Genesral
RS-HANA Sign Toppor l_“IMAIN STREET PLUS CHECKING
RE-HOMA Gonoral Account number 0973934383  Beginning balance $76,765.63
RE-HOMA Sign Caps Low balance $76,730.67  Additions/Deposits $14115.72
Average balance $79,737.56  Withdrawals/Subtractions $14,050.00
PRS-IRANA, G Interest paid year to date $4.61  Ending balance $76,831.35
RE-MANA Commaunity Evg Interest earned $0.68
FReS-Apsil HHI Park o r
RS-MKNA Community Events 106381 1,053 81 oo 0.0%
RS-MPHA Mokl Night Out A4.08 286,009 o.0a 0.0%
BS-MPMA Sign Caps AB2 84 736.54 148,40 19.88%
RS-MPHA Marsholl Park Playgrnd 556288 5,552.58 o.00 0.0%
RE-ALINA Sonaral 8783 a7.563 0.3 0.0%
RE-MLUENA Community Events 228 382.28 .o 0.09%:
RE-MUNA Land Usa -5 88 304.23 401,12 -131.85%
RE-MUNA NA Study Guido 1.000.00 1, 000,00 000 0.0%
RS5-Friands Spring Garden Park 2.532.56 2,532 55 0.0 0.0%
RE-SBMA Ganeral T4T.B8 BT 58 100,00 15.44%
RE-SBMA Land Usa Review Fund 1.2865.08 1,286.08 .00 0.0%%
RS-SPMNA Community Evants 980 18 50018 002 0,09
RE-SWHRAL Commumnity Evants 1.838.43 1, 630,43 000 0.0%
RS-SWHRL Oid Orchand Trall 224,00 Z26.00 0.00 0.0%
RS-5WHRL Save Jur Eims 1,080,00 1, 050,00 0.00 0.0%
RE-SWHRL Councl Crast BESL TS S8B.73 0.00 0.0%
RE-SWHRL Vista-Spring Praject 444,00 441.00 0.00 0.0%
RS- WPPNA Ganaral 365,71 671 LXat) 0.0%
Totad Tamp Ratd Met Assats TE, 295,02 88, 288.08 B.887.93 15.04%
Unmntrictad Nal Asasts B2, 541,58 a2 1 TE.88 -B836.01 -1 A5
Mot Incame A,798.27 842 53 ZBEETA 350.82%




Examination #2

Findings:

Where was the money taken from during the fraud incident
and did SWNI recover any money or receive restitution from
the fraud incident?

The theft of money (fraud incident) was reported to police by SWNI in October
2010.
Records from fiscal year 2011 and 2012 reflected there was —

o Multiple fraud schemes (theft) by former employee

o Financial losses from 2003 to 2010 were due to theft

o SWNI received limited professional services to investigate the theft
The former employee was criminally convicted of 11 counts of theft during
fiscal year 2012.
The Executive Director’s delay (5 years) in notifying authorities or the Board of
$19,570.00 in unauthorized debt to a SWNI credit card allowed the former
employee who was convicted of theft additional opportunity to embezzle, and
there was no accountability for the Executive Director who had converted
SWNI debt to personal debt.
Other individuals that were responsible for financials were not held accountable
and continue to manage the organization.

SWNI determined their losses were $174,265.25 resulting from the theft.

City of Portland grant funding was over expensed by SWNI during the years
when the theft was being conducted from 2003 to 2010; SWNI acknowledged
that 90% of their budget comes from grants from the City of Portland.

The court ordered the former employee to pay restitution in the amount of
$170,888.23 to SWNI.

SWNI recovered and received restitution totaling from $34,751.51 to
$35,044.51, when considering payroll and vacation recovered, restitution
received through the Oregon Judicial Department and insurance claim payouts
SWNI did not communicate or provide to Civic Life (ONI) information
regarding the extent from the theft, including the financial losses calculated by
the professional service providers, the money recovered and the restitution
awarded, and the possibility or amount of over expensing grant reimbursements
during these periods.




Results Summary
An analysis was completed on the following SWNI bank statements: Key Restricted account, Umpqua

Restricted account, and Umpqua Operations account. An analysis was also performed on the financial
system bank account Reconciliation Detail and Summary Reports, Profit and Loss Performance Reports,
along with supporting information about bank account transactions and activity that was provided by
SWNI. Other records utilized for analysis included the Portland Police Bureau report (“police report”)
from October 2010 and criminal court case details from the Oregon Judicial Case Information
Network/Oregon eCourt Case Information (OJCIN/OECI) system. It was determined that fraudulent
activity had occurred at SWNI that resulted in financial losses to the Key Restricted account and the Key
Bank Operations bank account (“Key City”). A former employee responsible for SWNI bookkeeping was
criminally convicted of felonious theft in 2012.

The forensic examination found total money recovered and received as restitution ranged between a
total of $34,751.51 to $35,044.51. This amount included the loss insurance claim checks (reference
Examination #1), restitution payments summed between $11,220.00 to $11,513.00, and payroll and
vacation checks totaling $3,377.07 not negotiated by the former employee. The total amount recovered
and received was less than the amount of total financial loss to SWNI, estimated at $174,265.25.

Forensic Examination

In January 2012, SWNI documentation showed there was $130,000.00 stolen by a former employee
“through mismanagement of our accounting systems...” and that the former employee had “...stolen
funds going back to 2003” until the time when SWNI “..discovered the theft on Oct. 9, 2010.”
Additionally, SWNI documentation showed that there was $18,833.25 in direct costs for professional
services to “help SWNI prepare its insurance claim and rebuild its accounting system.” In total,

considering volunteer hours, SWNI determined their losses were $174,265.25.




Southwest Neighborhoods, Inc.

7688 SW Capital Highway, Portland, OR 97219 (503) 8234592

January 5, 2012

Multnomah Ceounty Adult Community Justice
District Office

421 SW Fifth Avenue

Portland, OR 97204

Re: Pre-Sentencing Report

Dear [

Southwest Neighborhoods, Inc. (SWNI) is small public benefit nonprofit serving 17
neighborhood associations (approximately 65,000 residents) and three business associafions
(approximately 38,000 jobs) in Southwest Portland. SWHI's mission is to "empower citizen
action to improve and maintain the livability of Southwast neighborhoods.” SWHNI has a staff of
4.5 FTE and a budget of approximately $362,000; 90% of our budget is from grants from the

City of Portiand.

was employed as SWNI's office manager for over 15 years, and during that time
built the trust of our community. has admitted that " stole approximately $130,000
by deceiving us, primarily through mismanagemeant of our accounting systems. SVWNI reliss on
volunteer time, talent and energies to accomplish cur mission, and - put all of that at risk. We
believe that | r understood that we are a volunteer-driven organization and that

actions would negatively impact our community.

Since the discovery of the theft in October 2010, we have had to rebuild trust within the
community. We spent approximately 3000 hours of volunteer time making sure that our
member associations and citizens were not negatively impacted, fixing the accounting systems
that -used to deceive us, and putting policies in place to prevent this from
happening again.

SWVWHNI was not able to hire new staff to fill her position due to the lack of funds. The only way we
were able to recover the stolen funds over the past y=ar was to use the salary savings to
replenish the SWNI accounts that stole from. A significant amount of volunteer
hours were neaded to make up for this loss of staff resources,

SWHI requests $175,000 in restitution to make up for the impact of s theft, from the
time we discovered the theft on Oct. 9, 2010 through December 31, 2011. The table below

details how we-arrived at that amount. Volunteer time is calculated at $8.50/hour (2011 Oregen
minimum wage)

$130,000 Amount of funds sf by 2 deception
$18,833.25 Direct costs for profaesmnal.semoes needed to help SWNI prepare its
insurance claim and rebuild its accounting system, including:
- Ll (l=gal counsel, including forensic accountant and
copying charges)
* Key Bank (copies of missing bank statements)
. (QuickBooks)

) (policy counsel)
$6,052 E)d:a SWNI volunteer hours needed to prepare and negotiate the insurance
claim, and manage SWNI affairs to address the theft and prevent it from
happening again in the futurs, including rebuilding its accounting system (712
hours @ $8.50/hour)
$25,432 Extra SWHI volunteer hours needed to conduct SWHNI business due to
insufficient funds to replace oifice manager position (2280 hours @8.50/hour)

L i
[ 5174.265.25 | Total

SWNI documented that has stolen funds geing back to 2003, but we believe that
. may have victimized SWHNI by stealing from our accounis frorm the day | was hired,
based on an informal conversation with a previous employer. | was known fo give people
lavish gifts as a way to build trust. We are concerned that, given the nature of Lol thefi by
deception, that sles may seek out ancther victim and commit a similar crime in the future. We
are not certain that community service or counseling will prevent this from happening again, and
belizve jail time may be necessary to help " understand the seriousness of crimes against
the people within the SWNI community.




On October 9, 2010, SWNI filed a police report for the theft by the former employee. Subsequent to the

police report, SWNI had received professional services to prepare the loss insurance claims. The
professional service provider disclosed to the police detective there was at least six methods of theft
that had occurred at SWNI, and the police detective captured those schemes in the police report as:

Additional payroll checks to the former employee that were off-cycle and unearned

Checks written to the former employee but the financial system would show SWNI as the payee
Checks written to the former employee that were unrecorded in the financial system

Checks written to the former employee but the financial system would show a vendor as the payee
Payments to the former employee’s personal credit cards, including American Express

o vk wnN e

Stolen cash donations by the former employee from fundraising functions and never deposited

The methods of theft, one through five, described in the police report appeared to directly affect
expenses that SWNI would have passed along for reimbursement to the Civic Life (ONI) for grant money
during the years when the theft was occurring, from at least 2003 to 2010. SWNI had demonstrated that
Civic Life (ONI) grant money was expensed for payroll and operations, and acknowledged that “90% of
our budget is from grants from the City of Portland.” The sixth method of theft as described in the police
report was stolen cash donations and would have affected the board and restricted funds for
Associations project, events and programs.
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1 called |
with their insurance company.

After introducing myself to 1
going. told me
Bank.
more to come in. also told me that [0 job is to
and find out what the actual theft was, and how the thefts

of their loss.

that used to try and get

the insurance claim.

said was told that used to bring

and ! laptop used to “communicate™ with
- could take some work home with

this

these computers.

approximately $9,000 in 2009.
now, there is evidence of theft occurring all the way back

then told me the different methods of thefis
investigation into this matter, so far.
stole from SWNI is that i gave

uncovered many extra checks supposedly for payroll that

—
wrote checks to’

the attorney SWNI
hired to help them get the financial records together so they could make a claim

go

o0 2003.
discovered during Page0r
CONTINUATION REPORT 16/20
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. Lasked her how the investigation was
still obtaining SWNI's financial records from Key
said they have some records at the present time, but are waiting for

Securrdl Bahict St

was gomng to make spreadsheets and gatner the evidence so 1l couid be
submitted to SWNI's insurance company so they could be reimbursed for some

told me they will try to do as much as possible to help SWNI, but

because SWNI is a non-profit they have only a limited amount of funds to use in
the investigation of this incident. . said basically what . is going to do is
find enough theft losses to cover SWNI's insurance deductible and then go up to
the maximum amount they could get for each year of the theft.
that as far as other things are concerned like going through the SWNI computer
email and things of that nature, they will
not do that because it is not budgeted as a priority since it would not help with
then added that rezarding the computer use,
own laptop to work to use
home computer so that

told me because of
does not know what other information or evidence could be in any of

told me that at the present time, from the Key Bank financial records
has, it appears there is a loss of approximately $11,000 in 2010 and
said with the financial records they have

told me one of the ways 0 00
additional *payroll” checks. i
said SWNI employees would get paid every two weeks, and ... investigation

said the second method [ used to steal from SWNI is that
But in the SWINI QuickBooks records |
entered these as being payable to “Southwest Neighborhoods Inc.” or to

told me
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told me this method, as in the method described above, was revealed by
going through the QuickBooks records, looking at the SWNI bank statements,
and looking at the cancelled checks that show as the payee.

said the fourth method used wasthat ~ again wrote out
checks tolil, but recorded them into QuickBooks as being payable to a
legitimate vendor of SWNI's.

-

said she was also able to confirm thal paid . personal
American Express credit card bill with SWNI funds from their Key Bank
accounts. said they confirmed all of these checks, and e-checks, with
the spreadsheet [ had given to . earlier, after [ had obtainec
personal American Express credit card account.

Finally, told me 1lso stole cash from SWNL
oftentimes at functions-people would donate cash to SWNL. — said
. was responsible for receiving these cash donations and depositing

them. 9S00 said an example, see Exhibit # 6, /0% has documents showing
the amount of donations received by SWNI at one event. The amount of cash
received and the amount of the checks received is also listed on this
documentation. When looked at the SWNI Key Bank accounts,
fqund a deposit for the exact dollar amount of the checks from this function, but
none of the cash was deposited.

said
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SWNI’s documentation reflected that theft losses affected both the Key City and the Key Restricted
accounts; SWNI described to forensic auditors that their grants from Civic Life (ONI) were contained in
the Key City account, and the Key Restricted account was for the Board and Associations monies.

However, SWNI did not appear to have the professional service providers determine the full extent of
the theft and financial losses within each of the accounts to determine the specific financial impact to
grant funds or the restricted monies held for the Associations. A professional service provider informed
the detective that the extent of the investigation into the theft was limited by insurance policy
thresholds, as SWNI had a limited amount of funds to use for the professional services.

The police investigation led to the former employee being convicted of 11 counts of felonious theft in
the first degree. On January 5, 2012, SWNI had requested $175,000.00 in restitution, and on January 20,
2012 the court ordered a sentence of $170,888.23 in restitution.

01/2072012 | Disposition (Judicial Officer: Unassigned, Judge)
1. Aggravated Theft in the First Degree

Convicted

10. Theft in the First Degrae
Convicted

11. Theft in the First Degrese
Convicted

2. Apggravated Theft in the First Degree
Convicted

3. Aggravated Theft in the First Degree
Conwicted

onvich

4_Aggravated Theftin the First Degree
Conwicted

5. Apggravated Theft in the First Degree
Convicted

fi. Theft in the First Degree
Conwicted

7. Aggravated Theft in the First Degree
Convicted

8. Theft in the First Degree
Conwicted

8. Aggravated Theft in the First Degree

Convicted
Created: 0172002012 12:00 AM

01/20i2012 | Sentence (Judicial Officer: Unassigned, Judge)
1. Aggravated Theft in the First Degree
Converted Disposition:
Restitution $170388.22 Payee 5 W N | Victim Unitary Assessment $107.00 Waived Offense Surcharge $25.00 Waived
Converted Disposition:
Probation Cond..... All General Conditions Apply Guidelines: Severity § History | Departure: Durational{UP) Special
Condition: DMA Bloed Draw Probation to Community Comections - Menth(s): 80.00 11 Mo Contact wiVictim 14 No
Trespassing 48 Advise Nature of Crime 47 Employment Info to PO 48 Mo Employment wihoney 48 Provide Financial
Reds 50 Mo Trans Ower 5200 51 Mo Credit CdiChecks/1D 02 Judicial Supervision
Created: 02/22/2012 12:00 AM

Evidence reflected SWNI had not communicated or provided to Civic Life (ONI) information regarding
the extent from the theft, including the financial losses calculated by the professional service providers,
the money recovered and the restitution awarded, and the possibility or amount of over expensing grant
reimbursements during these periods. The monies recovered and received as restitution were reflected
in Board financial reporting as other income on SWNI’s Profit and Loss Performance reports and on the

monthly Reconciliation Detail and Summary.




415 PM
110211

Type Date

Num

Southwest Neighborhood, Inc. (SWNI)

Reconciliation Detail

KeyBank Board, Period Ending 10/31/2011

Name Cir

Deposit

Deposits and Credits - 12 items
pos 10/21/2011

X

Amount

20,154.44

SWNI’s Key Restricted account statement from October 2011 reflected a deposit for $20,154.44. This
deposit was also recorded in the financial system on the reconciliation detail on October 21, 2010. The
deposit ticket and receipt from Key Bank showed that there were two checks in this deposit. Those

checks were for loss insurance claim payments.

Key Business Money Market Checking 14784
'CM ESTNEISHEORHO0SS ING maeemammme  Beginning balance 9-30-11 $44,038.63
11 Additions +32.403.45
22 Subtractions -13,188.77
Interest paid +2.27
Ending balance 10-31-11 $64,155.58
Additions
Deposits Date Serial # Source
10-21 it_Branch 0018 Oy 50,164.44
Total additions 532_._,403-45
#* oo o qumulmwmmv ” wm"m“w.‘::' DATE cancxmr:\'mm.
e 05[19/2911 .+ 1110991208
W
LICY HOLDER SOUTHWEST NEIGHBORHOODS, INC \ AMOUNT
CLADM# © PHNPLOIO0S02959 DOL 1071172010
POLICY NUMBER 12 ,“m FINAL...- $10,000.00
A
PAY Ten thoussnd and 007100 Dollars
FATTO SOUTHWEST NETIGHBORHOCDS, INC. L
THE ORDER
oF — L,
% iAot ABRURED I OvER Hosoo
. 111106638357
POLICY HOLDER  SOUTHWEST NEIGHBORHOODS, INC AMOUNT
I . a $10,154.44
5" POLICENUMBER _ PHPKS64612 _PAYMENT FINAL-.
TYPE LOSS >
PAY Ten thousand one buadsed fifty four and 44/100 Dollars
PAYTO SOUTHWEST NEIGHBORHOCDS, INC { 1
.E ORDER g
oF [
THO SIGNATURES REQURED [F OVER $16.000

SWNI also recovered $3,377.07 from the former employee’s payroll and vacation checks that were
outstanding. The payroll check from pay period ending October 8, 2010 for $1,254.56, was voided and
reissued on February 3, 2011, along with a vacation check for $2,122.46 issued on February 3, 2011,
both drawn from the Key City account. From February 2011 to January 2012 the two checks remained
outstanding, until the checks were again voided and reissued on January 18, 2012, now from the new
Umpgua Operations account. These checks were deposited by SWNI on January 20, 2012 into the same
Umpqua Operations account. These financial transactions effectively allowed SWNI to recover $3,377.07

KeyBank

3515 S Troy St
Portiand, OR 97219
Tel: 1-800-KEYZYOU

E‘[I #0001837
eq #00087

1W0//201 01:07 PH

Teller: AULTMIC

Deposit-Checking/Money Market
Aot # keeer 4794 §
Checks on deposit $

Paid To Client $

unicn i5 receie! m(n\rsa!![i‘lc

" F?:ls‘:l.\& mflhtnalnt

i eru
rp it nrc!

Thi
R:K:hn this receipt me

Thark You for Choosing KeyBank.
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that was owed to the former employee but was never actually expended.
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SWNI received initial restitution from the former employee through the Oregon Judicial Department as

a check for $9,800.00, which was deposited into the Umpqua Operations account on April 26, 2012.
Shortly before the $9,800.00, SWNI received a restitution payment for $295.00 that was deposited into
the same Umpqua Operations account on April 18, 2012.
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During the period of the forensic audit, SWNI had received ongoing restitution payments from the

Oregon Judicial Department. The Oregon Judicial and Court Case Information (OJCIN/OECI) system
reflected restitution payments to SWNI totaling $1,125.00 during the period of June 2014 to November
2017. Additionally, SWNI provided a financial system report for all transactions of other income that
showed restitution money and payments from the State of Oregon was recorded from September 2013
to December 2017 as $1,418.00. The court record and financial system report totals did not match, but
demonstrated there was restitution that was received by SWNI on an ongoing basis for about $25 per

month over the four year period.

14 PM Southwest Neighborhoods, Inc. (SWNI) Southwest Neighborhoods, Inc. (SWNI)
100920 . i
Accrual Basis Account QuickReport Account QuickReport
All Transactions All Transactions
Memo Spiit Amount Type Date Num Name
Other Income
Restitution Payment Umpgua Operations 2500 Deposit 091372013 B35198
Restitution Payment Umpaqua Operations 2500 Deposit 10152013 BT State of Oregon
Restitution Payment Umpaua Operations 2500 Daposit 110172013 BADBOS
Move to Other Income Acct Per Leslie Oher 25.00 General Journal 11062013 110620135H State of Oregon
Restitution Umpaqua Operations 2500 Deposit 121042013 BA2B15 State of Oregon
Restitution Umpaua Operations 2500 Daposit 01/0672014 BA4BTE State of Oregon
Restitution Umpgua Operations 2500 Deposit 02vr2m4 BABTZ3 State of Oregon
Restitution Payment Umpaqua Operations 2500 Deposit 022572014 BagaaT State of Oregon
Restitution Payment Umpagua Operations 2500 Deposit 040712014 B51750 State of Oregon
Restitution Umpgua Operations 1800 Deposit 041472014 B52297 State of Oregon
Restitution Umpaqua Operations 2500 Deposit 043072014 B53320 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 051212014 BE5A32 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 0702014 11688 State of Oregon
Restitution Money Umpqua Operations 150.00 Deposit 010672015 31053 State of Oregon
Restitution Money Umpagua Operations 2500 Deposit /2002015 31588 State of Oregon
Restitution Monay Umpgua Operations 2500 Deposit 022472015 35256 State of Oregon
Restitution Money Umpaqua Operations 25.00 Deposit 03252015 41304 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 042002015 45369 State of Oregon
Restitution Monay Umpgua Operations 2500 Deposit 052172015 50520 State of Oregon
Restitution Money Umpaqua Operations 25.00 Deposit 06182015 55585 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 071290205 BE513 State of Oregon
Rastitition Money Umpaua Operations 2500 Daeposit 08042015 82126 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 08M182Mm5 89763 State of Oregon OR Judicial Dept |
Restitution Payment Undeposited Funds 2500 Sales Recsipt 09152015 % State of Oregon
Rastitition Money Umpaua Operations 2500 Daeposit 1212015 Taa3 State of Oregon OR Judicial Dept |
Restitution Payment Undeposited Funds 2500 Sales Receipt 11/0%2015 3 State of Oregon
Restitution Money Umpaqua Operations T5.00 Deposit 121162015 BETOS State of Oregon
Rastitition Money Umpaua Operations 2500 Daeposit 01132018 BIS06 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 02162016 31588 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 03152016 31588 State of Oregon
Restitution Money Umpaua Operations 2500 Daposit 04132016 101209 State of Oregon
Restitution Money Umpgua Operations 25.00 Deposit 0510/2016 105478 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 082172016 111182 State of Oregon
Restitution Money Umpagua Operations 2500 Deposit 072016 116462 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 08082016 118368 State of Oregon
Restitution Money Umpaqua Operations 2500 Deposit 02212016 124065 State of Oregon
Restitition Money Umpaqua Operations 2500 Depcsit 102402016 126223 State of Oregon
Restitution Money Umpgua Operations 25.00 Deposit 11162016 128688 State of Oregon
Restitution Money Umpqua Operations 2500 Deposit 12282016 135821 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 02aems 138534 State of Oregon
Restitution Money Umpgua Operations 2500 Deposit 03727 123534 State of Oregon
Restitution Money Umpqua Operations 2500 Deposit 04172017 156684 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 052227 138534 State of Oregon
Restitution Monay Umpgua Operations 2500 Deposit DE207207 186875 State of Oregon
Restitution Money Umpaqua Operations 25.00 Deposit 0724207 173848 State of Oregon
Restitution Money Umpaqua Operations 2500 Dreposit 08162017 138534 State of Oregon
Restitution Money Umpqua Operations 250 Deposit 00132017 138534 State of Oregon
Restifution Money Umpqua Operations 25.00 Doespomit 1072017 183340 State of Oregon
Restitution Money Umpagua Operations 2500 Dapasit 117282017 186038 State of Oregon
Restitution Money Umpagua Operations 2500 Deposit 12ne207 191551
——
Tatal Cther Income 1418.00
—
TOTAL 1418.00




From December 2017 to October 2020 there appeared to have been no restitution paid by the former

employee through the Oregon State Judicial Department to SWNI, and court records show that in March

2018 a collection referral judgment! was created. The collection referral judgment is an indication that

a payment plan established with the court was assigned to a collection agency. Additionally, along with

the collection referral judgment, it appeared the court assessed a fee on the restitution balance owed,

as a result of having to engage a collection agency in March 2018.

Although SWNI did not demonstrate
having attempted active collection
efforts on the restitution, the court
appeared to have been attempting to
collect on SWNI behalf. It was notable
that the former employee filed for
bankruptcy protection twice, which
would make it difficult for the court or
SWNI to collect, as the first bankruptcy
was while employed at SWNI and
second was after the restitution was
ordered. The original restitution for
$170,888.23 established a judgment
lien that remains active and unsatisfied
according to the court records. The
official court record reflected the
former employee paid a total of
$11,713.00 in restitution towards the
outstanding balance due.

JUDGMENT
Case No. 110732790

State of Oregon V5. g Case Type: Offense Felony
5 Location:  Multnomah
E
§
JuneuENT DETATLS
Debtoris) State of Oregon
Created On: 021712012 At 9:50 AM Type: Creates Judgment Lien
Event Date: o2r7remz2 Status: Unsatisfied
Judicial Officer:
Fee Amount: $170888.23
Comment: B
03/29/2018| Recordation - Collection Referral Judgment
Created: 03/29/2013 7:55 AM
Freascrar IsForsrammon
Defendant
Total Financial Assessment 21571328
Total Payments and Credits 11,713.00
Balance Due as of 11/02/2020 204,000.29
0711972011 | Transaction Assessment 285.00
021772012 | Tranzaction Assessment 170.688.23
03/12/2012 | Transaction Assessment 200.00
06/10/2014 | Mail Payment Receipt # 2014-238655 (25.00)
07/01/2014 | Mail Payment Receipt # 2014-233664 (25.00)
07/29/2014 | Mail Payment Receipt # 2014-344750 (25.00)
09/02/2014 | Mail Payment Receipt # 2014-410449 (25.00)
10/01/2014 | Mail Payment Receipt # 2014-4644892 (25.00)
10/28/2014 | Mail Payment Receipt # 2014-517380 (25.00)
12/01/2014 | Mail Payment Receipt # 2014-581941 (25.00)
01/02/2015 | Mail Payment Receipt # 2015-646303 (25.00)
01/28/2015 | Mail Payment Receipt # 2015-707567 (25.00)
03/02/2015 | Mail Payment Receipt # 2015-736059 (25.00)
04/01/2015 | Mail Payment Receipt # 2015-871535 (25.00)
04/28/2015 | Mail Payment Receipt # 2015-948602 (25.00)
05/29/2015 | Mail Payment Receipt # 2015-1037243 (25.00)
07/10/2015 | Mail Payment Receipt # 2015-1159572 (25.00)
07/27/2015 | Mail Payment Receipt # 2015-1199275 (25.00)
07/28/2015 | Mail Payment Receipt # 2015-1205524 (25.00)
05/28/2015 | Mail Payment Receipt # 2015-1299827 (25.00)
09/30/2015 | Mail Payment Receipt # 2015-1393123 (25.00)
10/23/2015 | Mail Payment Receipt # 2015-1475338 (25.00)
1172472015 | Mail Payment Receipt # 2015-1572084 (75.00)
12/2272015 | Mail Payment Receipt # 2015-1651894 (25.00)
01/26/2016 | Mail Payment Receipt # 2016-1745995 (25.00)
02/22/2016 | Mail Payment Receipt # 2016-1336715 (25.00)
03/25/2016 | Mail Payment Receipt # 2016-1962934 (25.00)
04/22/2016 | Mail Payment Receipt # 2016-2075136 (25.00)
06/01/2016 | Mail Payment Receipt # 2016-2205340 (25.00)
06/27/2016 | Mail Payment Receipt # 2016-2301636 (25.00)
07/22/2016 | Mail Payment Receipt # 2016-2393083 (25.00)
0&/29/2016 | Mail Payment Receipt # 2016-2512703 (25.00)
09/26/2016 | Mail Payment Receipt # 2016-2607484 (25.00)
10/24/2016 | Mail Payment Receipt # 2016-2703884 (25.00)
1172872016 | Mail Payment Receipt # 2016-2312964 (25.00)
12/27/2016 | Mail Payment Receipt # 2016-2357208 (25.00)
02/24/2017 | Mail Payment Receipt # 2017-158457 (25.00)
03/28/2017 | Mail Payment Receipt # 2017-230483 (25.00)
05/05/2017 | Mail Payment Receipt # 2017-409698 (25.00)
05/31/2017 | Mail Payment Receipt # 2017-490848 (25.00)
07/05/2017 | Mail Payment Receipt # 2017-600087 (25.00)
07/28/2017 | Mail Payment Receipt # 2017-632268 (25.00)
08/25/2017 | Mail Payment Receipt # 2017-770971 (25.00)
09/26/2017 | Mail Payment Receipt # 2017-872478 (25.00)
107272017 | Mail Payment Receipt # 2017-969845 (25.00)
1173072017 | Mail Payment Receipt # 2017-1066541 (25.00)
03/29/2018 | Transaction Assessment 44 625 06

1 https://www.courts.oregon.gov/courts/multnomah/payments/Pages/collections.aspx




Examination #3 How long did it take SWNI to close the Key Bank accounts
after the Umpqua Bank accounts were opened and how was
the money moved to Umpqua Bank?

Findings: The Umpqua Bank accounts were opened on October 25, 2011.

e The Key Bank accounts were closed January 19, 2012.

e There was about a three month transition of financials from when the
Umpqua Bank accounts were opened until the Key Bank accounts were
closed.

e There was comingling of the Key Restricted and Key City bank account
money at the time of closure.

e SWNI did not demonstrate to have disbursed the comingled money from
the Key Bank accounts proportionally between the Umpgua Restricted and
Umpgqua Operations accounts.

e There was $16,789.26 from the Key Restricted account that were not
disbursed to the Umpqua Restricted bank account following the Key Bank
account closure.

e The lack of documentation to justify the comingling of the Key Bank
account closures and Umpqua Bank account opening transactions was
indicative of financial mismanagement (reference Examination #1).

Results Summary

An analysis was completed on the following SWNI bank statements: Key Restricted account, Key City
account, Umpqua Restricted account, and Umpqua Operations account. An analysis was also performed
for supporting financial documents provided by SWNI such as the financial system Balance Sheet and
Reconciliation Detail and Summary reports, and images of deposits and withdrawal activity from the
bank accounts.

Forensic examination findings are that the Key Restricted and Key City accounts were closed about three
months after the Umpqua Restricted and Operations accounts were opened (reference Internal Controls,
Control Activity). The final closure of the Key Bank accounts was with a single official check that combined
the residual balances from the Key Restricted and Key City accounts.

This official check was deposited into the Umpqua Operations account, and it appeared that following
the official check deposit, there was not a similar disbursement of money to the Umpqgua Restricted
account. This was problematic as the majority of the money for the official check came from the Key
Restricted account, and seemed to rightfully belong to the Umpqua Restricted account. SWNI lacked

supporting documentation with the bank account statements, and accompanying financial system




Reconciliation Detail and Summary reports, to justify the reason why the $16,789.26 was comingled
between Umpqua Restricted account and Umpqua Operations account. The lack of documentation to

explain the handling of the Key Bank account closures and Umpqua Bank account opening transactions

was evidence of financial mismanagement.

Restricted Fund Checking Accounts
Used to hold the neighborhood and business associations,
and board money

Operations/City Checking Accounts
Used to for SWNI operational expenses, and is the account that

receives the deposits from Civic Life

Key Bank —account ending 4797 “Key Restricted”

Key Bank —account ending 1799 “Key City”

Umpqua Bank — account ending 383 “Umpqua Restricted”

Umpqua Bank — account ending 375 “Umpqua Operations”

Umpqua Bank accounts opened October 2011, and the Key Bank accounts were closed January 2012.

Forensic Examination

On October 25, 2011 the Umpqua Restricted and Operations accounts were opened consisting of three
checks from the Key Restricted account, of which $3,000.00 was used to open the Umpqua Restricted
bank account and $3,200.00 was used to open the Umpqua Operations bank account. The funding for
the opening deposits originated with money received by SWNI for the loss insurance claims (reference

Examination #1).

Then in the December 2011 bank statements showed the beginning of the transition from the Key Bank
accounts to the Umpqua Bank accounts. On December 6, 2011 there was a check #99990 that cleared
the Key City account for $43,882.16 and was deposited to Umpqua Operations account. This liquidated
the majority of the balance from the Key City account. On December 19, 2011 there was a check #9967
that cleared the Key Restricted account for $45,337.35 and was deposited to the Umpqua Restricted
account. This liquidated a portion of the balance from the Key Restricted account. These transactions

are commensurate with what would be expected to transition from one bank/account to another.

Umpqua Bank PO. Box 1820, Roseburg, OR 97470-4717 « 1-866-486-7782 » www.umpquabank.com
[ . B
Key Business Money Market Checking 1 N oy o 375 1230/2011
SOUTHWESTNEIGHBORHOODS ING Baginning balanoe 11-30-11 §53,311.65 UMPQUA
4 Additions +1,372.38 TR
4 Subtractions 749-42;‘15
Jnterest paid, e LAST STATEMENT 11/30/11 7,703.49
Ending balance 12-31-11 §5,257.42 MINTMUM BALANCE 7,928.43 14 CREDITS 46,237.15
AVERAGE BALANCE 39,111.44 22 DEBITS 22,328.69
THIS STATEMENT 12/30/11 31,611.95
Subtractions .
—————————— DEPOSITS - - — - - - - = - -
Paper Ghecks * chack missing from sequence REF #..... DATE...... AMOUNT REF #..... DATE...... BMOUNT REF #..... DATE. ... ..AMOUNT
. 12/01 225.00 12/12 235.00 12/23 40.00
12/02 85.00 12/15 230.00 12/27 60.00
Data Amount 12/05 145.00 12/1¢6 100.00 12/28 200.00
12:6 43,882.16 12/05  43,882.16 12/19 280.00 12/28 50.00
Paper Checks Paid $43,882.16 12/08 340.00 12/22 364.99
\ Umpqua Bank PO. Box 1820, Roseburg, OR 97470-4717 » 1-B46-486-7782 * wwwi.umpguabank.com
Key Business Money Market Checking 4794 \ 000 00002 01 PAGE: 1
SOUTHWESTNEIGHBORHOODS INC Heginning balance 11-30-11 $65.047.48 ACCOUNT: 383 12/30/2011
8 Subtractions -47,975.20 UMPQUA
oo Anterest paid +1.66 N
Ending balance 12-31-11 517,074.14
MINIMUM BALANCE 1,929,001 LAST STATEMENT 11/30/11 3,225.5%
18 AVERAGE BALANCE 24,690.93 5 CREDITS 46,528.10
— — & DEBITS 1,331.69
FPaper Checks *check missing from sequence THIS STATEMENT 12/30/11 48,421.986
Check Datz L 2 | R DEPOSITS = = = = = = = = = -
12-19 7.35 ) REF #..... DATE...... AMOUNT REF #..... DATE...... AMCUNT REF #..... DATE...... AMOUNT
Paper Checks Paid $45,337.35 12/05 20,15 12/28 65,00
12/16  45,337.35 12/29 1,100.00




Then on January 19, 2012 there was an official check issued from Key Bank for $22,332.11 that said “self-
account-closeouts,” and reflected closure of both the Restricted and City Key Bank accounts. The balance
documented by SWNI at the time of closure was $16,789.26 from the Key Restricted account, and
$5,542.85 from the Key City account. These funds were comingled on the single official check. The official
check was deposited into the Umpqua Operations account on January 19, 2012. The January, February
and March 2012 Umpqua Operations account statements never reflected that SWNI had distributed any
portion of the $22,332.11 official check to the Umpqua Restricted account; this seemed problematic as
the majority of the money $16,789.26 that comprised the official check was liquidated from the Key

Restricted account. This was evidence of financial mismanagement.
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OFFICIAL CHECK

t’ Remitter SELF-ACCT CLOSEOUTS

Tesus,
cory rom vouR RECOR: TRANSACTION. TO REPORT A LOSS OR FOR
T R e PV IS TTTUNON FROM WhCH YOU RECENED T

025061923
Date 01/19/2012

s 22,332.11

Pay ToThe SOUTHWEST NEIGHBORHOODS INC.

rnae KeyBank

*

E INSTRUMENT.

FomM 1O, 8008

ANY OTMER INFORMATION

7 won)

OFFICIAL CHECK oo o,
e 025061923
Date 011972012
Remitter SELF-ACCT CLOSEOUTS
s | z232n
Pay "Do'm SOUTHWEST NEIGHBORHOODS INC.

s
Youn RECORD 5 THE TRANSACTION. TO REPORT A
e T SR B S Ve DTSR TR e eV e

Loss Oon FOR ANy OTHER
CRIVED THE INSTRUEN

INDICATES A GAP IN CHECK NUMBER SEQUENCE

BayToThe ¢ SOUTHWESTNEIGHBORHOODSINC. f : ;;
. Pay: mgnwmomousmumsnuummmwmomm"w"'s = G
o KayBaATK e ¢ }
: Sk s i
L m!m.,.mm .
Umpaqua Bank RO. Box 1820, Reseburg, OR 97470-4717 = 1-866-486-7782 = www.umpquabank.com
000 00002 oL ™ TPAGE: 1
ACCOUNT :
bMPQUA . 375 .01/31/21312
nof T AN K e
LAST STATEMENT 12/30/11 31,611.95
MINIMUM BALANCE 15,175.13 9 CREDITS B4,134.79
AVERAGE BALAMNCE 42,105.58 28 DEBITS 25,930.63
THIS STATEMENT 01/31/12 89,816.11
—————————— DEPOSITS - - — - = — = — - =
REF f#..... DATE. .. ... AMOUNT REF #..... DATE...... AMOUNT REF #..... DATE...... AMOUNT
01/05 535, 01/17 65.00 01/24 50.00
01/09 325.00 01/19  22,332.11 01/24  57,196.68
01/10 28.98 01/20 3,377.02 01/30 225.00
—————————— CHECKS - - = — — = - — - =
CHECE #..DATE...... AMOUNT CHECK #..DATE...... AMOUNT CHECK #..DATE...... AMOUNT
5004%01/03 24.24 5028%01/05 51.90 5037 01/30 33.00
5020%01/05 861.25 5030 01/19 51.51 5038 01/30 461.24
5023 01/13 570.11 5031 01/20 2,249,19 5038 01/30 175.49
5024 01/04 1,421.00 5032 01/20 30.00 5040 01/25 70.95
5025 01/05 461.24 5033 01/20 30.00 5041+01/30 39B8.48
5026 01/05 398.48 5034 01/20 1,254.56 5044*01/27 1,600.00
5027 01/03 33.586 5035*01/20 2,122.46 5048 01/31 62.95

The January 31, 2012 and February 28, 2012 Balance Sheets for the “Restricted Accounts — Agent” and
“Restricted Accounts- Sponsorship” do not reveal any restricted account for the “Board”, further

indicating that the $16,789.26 was misappropriated from the Umpqua Restricted account.

There

appeared to be no logical reason or justification documented for why the money was not moved into
the Umpqua Restricted account where it rightfully belonged prior to being comingled. A lack of
justification for comingling the $16,789.26 was evidence of financial mismanagement (reference

Examination #3).
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Southwest Neighberhood, inc. (SWNI)
Balance Sheet

dam 3, 12
ASSETS
Cument Assets
Chacking/Sawings
Umpqua Operations Account 85,533.00
Umpgua Restricted Account BT SEd. 3T
Total Checking/Smings: 453,727, 57
Accounts Recshable
Accounts Rocatvab o 1863755
Total Accounts Recsivable 18,697 06
Total Current Assots 173,385 52
TOTAL ASSETS 173,365.32
LIABILITIES & EQUITY
Lishilities
Cusmrent Link liities
Accounts Payabde
Accounts payable 7,113.76
Total Accounts Payable 711378
Cradit Cands
SWWNI Credit Card 4.042.80
Total Crodit Cands 4542868
‘Cther Currant Liabiitins
Restricted Accounts - Agent
Ashcresk ZMLED
Far SW 2661
Hayhsrst B30
Caolline Visw Trall 125.00
Hillscaks S5.00
SWHRL - Old Orchard Tral 226,00
South Burlingamss - Gansral E03.51
Sowuth Burlingame - Hardy Plant 454.20
Marshall Park - Genaral 20,00
Marshall Park Natl Might Out 53700
Total Restricted Accounts - Agent 252845
2062 ARMOLD CREEK 100 Heartsave ETE.8S
22 CRESTWOOD Dickdnson Park 2.000.00
22 CRIME PREV AND PUBLIC SAFE 143897
22 FAR SOUTHWEST MA S00.00
2012 HAYHURST 1.818.00
212 HILLSDALE NA 1,500.00
2MZ HOMESTEAD Neighbor Smaill V.56
2012 MAPLEWOOD NA Grand Centenn © aEsioo
2(MZ MULT Arts Center Asson 50
Z0MZ MULTH Spring Garden Park 1,524,000
0tz NEIGHB ORHOOD HOWSE 2.000.00
02 ROBERT GRAY MIDDLE SCHOOL Lo
2012 SOUTH BURLMNGAME KA BZ5.00
2012 50 PORTLAND Neightarhood 100000
2012 TRYQON CREEK WG A AL
2012 SWHREL - Genoral BE2ET
2012 Hilisdale Comm Foundation Rl
Homestesd Sign Gaps Eli]
Friends of Woods Park 200,00
2011 Hayhurst Schaol 1,000:00
2011 Hayhurst - Cedar Sinal 00
West Multnamah Sall & Water - ¥500
SWNI Communications 17400
South Burlingames - Sign Caps 1H2m
SWHRL - Save the Bm 150,00
Friends of Spring Garden Pari 3,320.36
Multnomah Cutdoor Clvema 141154
Hilladiale Blke Coalltion ASE.TS
4T Tradl Z.E32A0
Stophans Cresk W alloway 20021
Tradle: 11,880.01
Dickinsan Park Playground . TaX AT
Crestwood Tayor Woods 4,700.00
Heron Pre: 4.08
- Othar TEE.6S

——
A bs E1.907.28

Southwest Neighborhood, Inc. (SWNI)

Balance Sheet
As of February 29, 2012
Fob 28, 12
ASBETE
Curpent Asssla
CheckingiSavings
Unepqua Qperations Accourt 6,FE43
Umipqua Residcled Account GE,TE0TE
Tatsl Checking!Savings 138,538.21
Accotinfs Recolvabie
Ancewnls Recelvsbla _ ta4em
Totsl Accounis Recalvakds . isdiam
Total Currant Assels 154,557, 34
TOTAL ASSETS 484, 087,24
LIABILITIES & EQIATY
Llakilidag
Currand Liabillins
Acocunts Payabls
Acoaumls payable 9,158,820
Tedal Accounts Payable 6,168,580
Credit Cards
SWHI Cradit Card TEG.0G
Tedal Credit Cards TEE.BE
Oshar Curvant Liaksles
Restrlcled Aocounis - Agard
A 23353
Far 5W 2240
rat am;
‘Colins View Tral 128000
Hillsdiale 9500
SWHRL - Cfd Owahisrd Teall 2H00
Bauth Bursngame - General GRS
Sauth - Plard 45420
Marshall Park - Genarsl €0.00
Talal Restrietad Accounts - Agam 1,864.18
Hastriztad [
202 ARNOLD 168 Hearlsave STELES
2012 CRESTWOOD Cleldnean Park 2,000.00
2012 CRIME PREV AND PLIBLIC BAFE 149637
2012 FAR SOUTHWEST NA Malllngs smo
2012 HAYHURST Kadl Night 1SIB00
2012 HILLSDALE CF Zrd Thars 8ig 1,000.00
2012 HILLADALE NA Red Elec 180000
202 HOMESTEAD MA Culraach =T
2 MAPLEWOOD NA Grand Canlean 1,550.00
12 BULTH MA Peopls in Park 154,00
2012 NEIGH HOUSE o
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Examination #4  How is money being tracked for the Umpqua Restricted Bank
account with restricted neighborhood and business association
and board funds?

Findings: There was not sufficient itemization on the Restricted Fund Tracking Sheets
and Balance Sheet Previous Year End Comparisons

o When the beginning and ending balance did not change, the tracking did not
include deposit and withdrawal activity that occurred during the month

e The Umpqua Restricted and the Key Restricted accounts had repeated
occurrences of out-of-balanced activity for the monies owed to the
Associations.

e The inadequate itemization and tracking caused lack of transparency for Board
reporting and could have resulted in financial losses due to employee theft.
47% of the total deposits for the fiscal year were unreported for the Umpqua
Restricted account and 72% of the withdrawals for the fiscal year not disclosed
to the Board.

e The Board was reliant on the Restricted Fund Tracking Sheets and Balance
Sheet Previous Year End Comparisons to oversee proper financial handling

e Previously discovered Restricted Accounts are used for financial activity that
are not allocated to an Association fund (reference Examination #1 and #3).

e No direct financial impact observed; however opportunity existed for financial
losses and mismanagement that would not have been reported to the Board, as
previously experienced in the embezzlement.

e SWNI was not in compliance with the Financial Management Policy and
Procedures (reference Internal Controls, Monitoring section).

Results Summary

An analysis was completed on the Umpqua Restricted account statements and corresponding SWNI
Restricted Funds Tracking Sheets, Balance Sheet Previous Year End Comparison, and Financial
Disbursement Forms, the financial system Reconciliation Detail and Summary reports, and images of
deposits and withdrawal activity from the bank account. A comparative analysis was performed on all of
the restricted funds in SWNI custody and the monthly change of balances between the different
restricted funds.

Forensic examination findings are that money in the Umpqua Restricted account was not being
adequately reported to the Board during the sample period of July 30, 2019 to June 30, 2020 when
comparing the Restricted Funds Tracking Sheets and Balance Sheet Previous Year End Comparison. This
was evidence of financial mismanagement as SWNI did not demonstrate having proper reporting and

monitoring controls in place to timely identify and report discrepancies in Associations funds.




Forensic Examination
Forensic auditors tracked deposit and withdrawal activity from fiscal year 2015 to 2020. To demonstrate

the variances between the Restricted Funds Tracking Sheets and the Umpqua Restricted account,
forensic auditors charted a sample period from July 31, 2019 to June 30, 2020. Reference Appendix
Association Restricted Funds Chart.

In the sampled period, there were 184 deposits, including the monthly interest, for a total of $65,500.56
made to the Umpqua Restricted account. During the same period, there were 38 withdrawals consisting
of checks and electronic transactions that totaled $47,883.75. However, when comparing the
documentation provided to the board on a monthly basis, the Associations funds balance changes
month-over-month identified that there were only $30,852.85 in fund deposits and $13,235.77 in fund
withdrawals. Inadequate itemization of the Restricted Funds Tracking Sheet does not allow the Board to
properly oversee the money moving through the Associations Funds. This was problematic as it created
an opportunity for someone to conduct transactions that would not have been reported to the Board,
which SWNI had previously experienced with the criminal embezzlement.

The cadence of the Treasurer’s reporting to the Board was not consistent month to month and Treasurer
to Treasurer for the Associations funds and money. The difference between the deposits into the
Umpqua Restricted account was $34,647.71 that was not disclosed to the Board, resulting in 47% of the
total deposits for the fiscal year being unreported. Similarly with the withdrawals from the Umpqua
Restricted account there were $34,647.98 of withdrawals not disclosed to the Board, resulting in 72% of

the withdrawals for the fiscal year being unreported.

The Association Restricted Funds Chart showed the month-by-month individual fund balance changes
over the fiscal year 2019-2020 as reported to the Board. The information provided to the Board in this
manner described was found to be incomplete, not meaningful, and did not reflect what transaction
activity was occurring in the Association’s funds. According to the Fiscal Administration Service Policy
and Procedures, the Board has the ultimate responsibility to safeguard assets and was hindered at
completing this task due to the lack of itemization on the Restricted Funds Tracking Sheet for the

Associations.

POLICY

1. The SWNI Board of Directors is the governing body that is ultimately responsible
for the policies and practices that assure compliance with federal, state, and
local laws/rules/code and SWNI grants and contracts, and safeguards its assets.
The Board may delegate administration of the policies and procedures to the
Executive Director. The Board must periodically review financial statements as
well as operations and activities to ensure SWNI is serving its mission and
complying with applicable state and federal laws.




As an example of how the Restricted Funds Tracking Sheet was not meaningful information to the Board

to determine if there was any irregular activities, there were a few large dollar checks written from the
Multnomah Land Use fund (“MUNA Land Use”) that the Board did not have an opportunity to review.
As seen in the chart, the MUNA Land Use fund month-over-month in 2020 resulted in differences ranging
from -$153.64 to $5,321.65 due to those large dollar checks not being itemized.

Difference Difference Difference Difference Difference Difference

RS Fund l Date —* 31-lan-20 28-Feb-20 31-Mar-20 30-Apr-20 31-May-20 30-Jun-20
Dec and Jan Jan and Feb Feb and Mar Mar and Apr Apr and May May and Jun

RS-MUNA Land Use 5 ws|$  (saeafs  wrss|s  mso|s (s - | sams|s sass|s semm|s  aoss[$ 6mims|s 1omm

When reviewing the deposits recorded on the Fiscal Tracking Sheets to the MUNA Land Use fund, the
two large checks deposited to the Umpqua Restricted account were for “Multnomah Land Use,” but
were not disclosed on the Balance Sheet Previous Year End Comparison that was reported to the Board
for the Association funds. One deposit was for $12,950.00 and the other for $10,000.00, and these
deposits were followed by two large checks disbursements to a law firm for a MUNA appeal process in
the amounts of $13,050.00 and $5,000.00. Although these payments to the law firm appear legitimate,
they were problematic as these transactions were not reflected on the Balance Sheet Previous Year End
Comparison that was provided to the Board. The Board would not have seen the two deposits or the

two checks which inhibited their ability to oversee financials.

Fund Mame Batens Description Check # Memo
Transaction From Check or Financial Disbursement Form
Multnomah NA Land Use
Multnomah Land Use 2/10/2020 $ 12,950.00 Deposit Donor Identified
Payment of Feb. 7, 2020 Invoice, Client ID 19-1
Multnomah Land Use 2/21/2020 $ 13,050.00 Check check 1442 LAW FIRM Multnomah NA Land Use
Multnomah NA Land Use
Multnomah Land Use 4/3/2020 $ 10,000.00 Deposit Unknown Donor
Inv. 271, from <Fund Authorized Person=
Multnomah Land Use 5/1/2020 § 5,000.00 Check check 995001 LAW FIRM MUMA Land Use-Professional Services

It was problematic that the transaction activity occurring in the individual Association funds and the
Umpqua Restricted account was not adequately disclosed to the Board on a monthly basis, and could
have resulted in financial losses due to employee theft. The Umpqua Restricted and the Key Restricted
accounts had repeated occurrences of out-of-balanced activity for the monies owed to the Associations.
In addition, it was evaluated that SWNI was not in compliance with their Financial Management Policy

and Procedures (reference Internal Controls, Monitoring section).




Examination #5 What was SWNDI’s financial situation when they applied for and
received a Paycheck Protection Program (PPP) loan, how was
that loan spent, and what expenses were requested to be

forgiven for the PPP loan?

Findings: SWNI received $66,300.00 in PPP funding citing “CVID impact to budget &
services”

e There was approximately two to three months of money available to cover
paychecks when the PPP loan was received

e Civic Life base grant funding remained the same between 2019-2020 and 2020-
2021 fiscal year and was not impacted by COVID and would have paid for
payroll expenses

e The PPP loan created a surplus of money at SWNI so the Board repurposed
Civic Life money for funding of the CEAP grants to the community

e The CEAP line item on the budget as the third highest expense other than
payroll and falsely inflated SWNI’s expenses pertaining to COVID

e PPP loan was used for payroll expenses, rent, utilities

e PPP loan forgiveness included paid time off payouts that were not equitably
distributed amongst SWNI employees and violated SWNI’s Personnel Policy

e SWNI made misrepresentations regarding the CEAP grants to Board members
and Civic Life. The CEAP grant inflated SWNI’s budget to reflect a shortfall
that created the illusion of COVID financial impact.

e SWNI mismanaged the oversight and decision making of the PPP money.

e $25,000.00 committed to CEAP

e $60,952.99 in payroll expenses that normally would have been submitted for
reimbursement to the Civic Life grant but instead were covered by PPP loan

e $5,223.31 in rent and lease payments; of which $432.10 normally would have
been submitted for reimbursement to the Civic Life grant

e $292.78 for telephone utility payment expenses that normal would have been
submitted for reimbursement to the Civic Life grant

e $5,136.08 in paid time off payout for a current employee that was not in
compliance with the Personnel Policy

e $169.06 in paid time off payout for a former employee that was not in
compliance with the Personnel Policy

e SWNI mismanagement caused an indeterminate dollar amount of accrued
liability due to current employee now accumulating additional paid time off that
otherwise would have been capped at a maximum had the payout not occurred;
this would have inflated payroll costs that would have been covered by the
Civic Life grant in a future period.




Results Summary

An analysis was completed on the PPP Borrower Application, Disbursement Request and Authorization,
and PPP Loan Forgiveness Application, along with supporting information provided by SWNI, including:
Umpqgua Operations account, Umpqua Restricted account, payroll records, bills and invoices for
expenses, Restricted Funds Tracking Sheets and Fiscal Tracking Sheets, and financial system reports
including Sales by Customer Detail, PPP Transaction Detail by Account, Balance Sheet Previous Year End
Comparisons, and Profit & Loss. There was a review of Board and Committee meeting minutes, meeting
materials such as projection sheets, and digital videos of meetings, which were all considered in the
analysis. Additionally considered during the analysis was communications, such as the emails about the
Community Engagement Allocation Program (“CEAP”) grants. SWNI governing documents were
considered during the analysis as well, such as the Personnel Policy.

Forensic examination findings were that SWNI had marginal direct impact from COVID and that SWNI’s
employee’s job security and paycheck funding was not in jeopardy due to COVID. Although Civic Life
informed SWNI to plan for potential COVID impacts to the funding, the Civic Life grant for fiscal years
2019-2020 and 2020-2021 had the same base amount to cover payroll costs. SWNI had declared the
purpose for the PPP loan was for COVID impacts to budgets and services; however, SWNI sought to
expand services by creating new CEAP grants that ultimately appeared to be designed to create the
illusion of a budget shortfall. The CEAP grants would have been made possible by the surplus of Civic Life
money resulting from having received the PPP money, and both funding sources would have covered
payroll costs in the same period.

Additionally problematic was that SWNI had decided to bulk payout paid time off (“PTO”) time to two
employees, which didn’t appear to have occurred in a fair or equitable manner for all employees. The
bulk payout of PTO was conducted as a mechanism to inflate eligible PPP costs as a result of not being
able to claim expenses for SWNI’s portion of employer’s social security and Medicare tax for employees.
The bulk payouts of PTO did not adhere with SWNI’s Personnel Policy. There were misrepresentations
regarding the CEAP grants from SWNI to Board members and Civic Life. The SWNI special committee
created for the PPP had not appeared to provide functional oversight.

Forensic Examination

On April 30, 2020 the PPP Borrower Application for the loan was signed by the acting SWNI Treasurer,
and the primary contact listed on the application was SWNI’s President. The President’s email address
on the PPP Borrower Application was their personal @gmail.com email address and not the official SWNI
email address @swni.org for the President. It seemed abnormal and inappropriate that a personal email

address was used on the SWNI formal PPP loan application for $66,332.00. Using a personal email




address circumvented the SWNI email domain and would have disallowed SWNI from being able to

archive communication related to this loan. This was problematic as the bank and federal agency that
issued the loan would have been directed to correspond to a personal email instead of the official email
address for SWNI business, and would have resulted in a lack of transparency for the Board.

The purpose of the loan as stated on the PPP Borrower Application was for “Other (explanation): CVID
impact to budget & services.” The PPP Borrower Application had allowed for SWNI to select more than
one reason for the purpose of the loan, yet SWNI did not mark the application boxes provided for the
purposes of payroll, lease, or utilities. This indicated that SWNI had not planned on or was unsure about
spending the PPP money on payroll, lease or utility expenses. SWNI did not specify what the COVID
budget and service impacts were on the PPP Borrower Application.

DocuSign Envelope ID: 6FB4CCFE-ECA1-4089-9D55-4486ADEF5F88

Paycheck Protection Program OMB Control No.: 3245-0407
Borrower Application Form Expiration Date: 09/30/2020
Check One: Q Sole proprietor Q Partnership Q C-Corp Q S-Corp QLLC DBA or Tradename if Applicable

Q Independent contractor O Eligible self-employed individual
i 501(c)(3) nonprofit Q 501(c)(19) veterans organization
Q Tribal business (sec. 31(b)(2)(C) of Small Business Act) Q Other

Business Legal Name
Southwest Neighborhoods, Inc.

Business Address Business TIN (EIN, SSN) Business Phone
7688 SW Capitol Hwy Room 5 $048234592
Portland, OR 97219 Primary Contact Email Address
— @gmail.fcom
Average Monthly Payroll: $26533 x 2.5 + EIDL, Net of $ 66332 Number of Employees:| g
Advance (if Applicable)
Equals Loan Request:
Purpose of the loan
(select more than one): OPayroll [Lease / Mortgage Interest [Utilities XIOther (explain): CVID_impact to budget & Serfvices
Are you an Umpqua Bank Customer? Deposit, Lending . Investment x Yes No

SWNI’s supporting documentation indicated they had planned for COVID impact pertaining to the ability
to pay for rent/lease, as the donation and contribution amounts were overall down because events were
not able to be held in person. However, SWNI’s biggest expense was payroll and SWNI did not appear to
have internally documented what specific COVID impacts there were to payroll to justify the application.
In April and May 2020, SWNI was expecting to receive, and would have received, Civic Life grant funding
that would have covered the majority if not all of payroll expenses for the remainder of fiscal year 2020
and the upcoming fiscal year 2021. SWNI did not demonstrate there was direct impact to payroll due to
COVID to justify having received 2.5 times the average monthly payroll costs as stated on the PPP

Borrower Application.




Business Name (“Borrower™)
Southwest Nesghborhoods. Inc. |

Paycheck Protection Program
FPP Lolnn Forgiveness Application Form 3308EZ

OMB Control No. 3245-0407
Expiration date: 10/31/2020

DEA or Tradename. if applicable

Busimess Address Busimess TIN (EIN. 55N) | Business Phone
TEBE SW Capitol Hwy 503) 823 _4582
Primary Contact E-mail Addr
Portland, OR 97219 — " | peesierAgeniarg
SBA PPP Loan Number: |a73-08 Lender PPP Loan Number: F3SAES-<00-4577 3845035745 30508

PPP Loan Amount: $66.300.00

PPP Loan Disbursement Date: 03122020

Forgiveness Amount Calculation:

Payroll and Nonpayroll Costs
Line 1. Payroll Costs:

Line 2. Business Mortgage Interest Payments:

Line 3. Business Rent or Lease Payments:

Line 4. Business Utility Payments:

80952.89

0.00

522331

29278

The PPP Loan Forgiveness Application reflected SWNI had spent the majority of PPP money on payroll
costs totaling $60,952.99, and spent the remainder of the PPP money on rent/lease payments $5,223.31
and utilities $292.78. Those payroll costs covered by PPP in July and August 2020 would have caused a
surplus of Civic Life money not spent on payroll during that same period. SWNI demonstrated it intended
to repurpose that surplus of money created by the PPP in other ways, such as the CEAP.
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In considering the financial situation of SWNI on the day that SWNI signed the PPP Borrower Application,
April 30, 2020, the Umpqua Operations account had an ending monthly balance as $81,408.00. Based
on SWNI’s PPP application, there was an average monthly payroll of $26,553, which meant that the
Umpqua Operations account had over three months of cash on hand that would have covered payroll
expenses. The SWNI payroll and other operational expenses were still being covered in April, May and
June 2020 by the Civic Life grant which was not impacted by COVID. Additionally, SWNI was planning on
receiving the next grant from Civic Life beginning July 1, 2020 when they signed the PPP Borrower

Application.




|B UMPQUA BANK

April 30, 2020 Page: 1af3

Customer Service:
1-866-486-7782

SOUTHWEST NEIGHBORHOODS INC
OPERATING ACCOUNT

TEEE SWICAPTTOL HARY
PORTLAND OR 872108-2457

Last statement: March 31, 2020
This statement: Aprl 30, 2020

Improve cash flow, streamline accounts payable and simplify bookkesping with Umpqua card
solutions for businesses. Features include company spending reports and onlineg reporting tools to
easily track and monitor employes spending. Contact your Umpgua Bank Relationship Manager for
details.

MAIN STREET CHECKING

Account number -375  Beginning balanca $112,342.08
Low balance 580,824 i oS §22. 75028
Average balance: 58251908  Wiihdrawals' Subtracions 553604356
Intarest eamad 50 balance 5E1,408.00

On or about May 8-10, 2020, meeting materials were distributed to the Board for the Emergency Board
Meeting regarding the PPP loan, where it was discussed that SWNI had intended to repurpose Civic Life
grant money. This meeting was recorded and the discussion observed was that the PPP money would
allow SWNI to repurpose Civic Life money that was supposed to be used for payroll. During that
emergency meeting, the SWNI President made verbal statements about what that meant:

“That means we’ll have Civic Life money left over. There is nothing that we’ve seen in our

contract... that says we cant use our Civic Life money for other purposes...”

The Executive Director explained how SWNI would repurpose the Civic Life grant money as:
“There are line items we can expend... after the Civic Life grant received, there was $53,000.00
left the Board had to use [spend]... if we use the money for full time employee expenses... frees
up some of that money that we can use towards paying for the printing and postage of our
newsletters, paying for the rent that the Board usually pays for... we have to spend within the
line items... we shift the funds for some of the full time payroll expenses... to pay for those other
responsibilties.”

There was also discussion during the Emergency Board Meeting that indicated SWNI had estimated the
COVID financial impact. The impact that was documented showed there were reduced contributions
from donations and events not being held, additional expenses from equipment and technology
purchased for telecommuting, COVID signage and flyers (mailers) for the community, and cost of living
increases for SWNI employees. With the exception of the cost of living increases, that were to be paid

for by the Board fundraising activities, there appeared to be minimal impact on payroll expenses from




COVID to justify needing paycheck protection. Additionally, there was evidence that reflected a $16,000

direct impact to SWNI for flyers and mailing, office functions, and reduced revenue from donations; all

of which was not an COVID impact to payroll funding.

conversation.

Direct financial impact: increased expenses —

:reduced revenue -

COVID 19 flyer, production and mailing
Moving office function to employee home office

donations decline and cancellation of Clean Up

direct questions, @ and Answers, A

Q1] What is the amount of direct financial impact to SWNI as a result of pandemic shutdown? Does that direct financial
impact influence or limit the basis of the PPP loan amount?

Al] 516,000 direct impact, and no, the loan amount is based upon avg monthly salaries

On May 13, 2020, which was three days after the
PPP Disbursement Request and Authorization was
signed by SWNI’s President, the PPP money was
awarded for $66,300.00 and deposited into the
Umpqua Bank PPP account (“Umpqua PPP”). On
May 14, 2020, the acting Treasurer emailed the
Board indicating that the PPP was “another
source of revenue to SWNI which would help free
up Civic Life money to pay for some of the COVID
related costs and other expenses that we have,”
and which demonstrated that SWNI’s motivation
to obtain the PPP was not to cover payroll impacts
due to COVID, but to repurpose Civic Life grant
money that was for payroll for other purposes.
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Igmail.com> Unsubscribe Thu, May 14 at 5:33 PM

To: board@swni.org

Hi Everyone,

| have attached a copy of the motion you passed last Saturday afternoon along with a blank
copy of the loan documents that Leslie signed on behalf of SWHNI on Tuesday. The signed
document has sensitive financial information in it o | am not sharing that. But it is the same
document that Leslie signed.

As you remember, the loan document was not available to us on Saturday afternoon. On
Monday and Tuesday we worked with the bank to receive and get the document signed. We
set up a separate bank account so we could easily track what money flowed into and out of the
account and for reporting purposes to the SBA. The banker told us today that the money as
been deposited into that account.

The loan's duration is for two years at a 1% interest rate. Although interest is accruing no
payment is due fpr the first 6 months. If the PPP money is used for payroll, rent and utilities, it
is forgivable under the SBA rules. The forgivable portion of the money must be used in the
eight weeks after its receipt. For us that means it must be used by mid July. When the eight
weeks expires, SWHNI will provide a report to the bank and the SBA that shows what the money
was spent on and ask for the loan to be forgiven. The SBA must certify what loan amounts are
forgiven within 60 days of our report. That means we will know by Sepitember, before the six
months is up what portion of the loan is forgiven. We may have to pay a small amount of
interest for the use of the money uniil it is forgiven.

There are some unusual terms in the note. As we discussed Saturday night, when one takes
money from the govemment, one cannot change the loan terms but must take the money as
they offer it. The note says the government has the authority to change the terms of the use of
the money at any time that we retain and use it. We think that means there may be guidelines
from the SBA which are developed after we receive the money. Our goal is to check regularty
with the SBA for updated regulations. If there are any changes we may need to change our use
of the money going forward. The goal is to have the loan forgiven.

This is a another source of revenue to SWHNI which will help free up Civic Life maney to pay for
some of the COVID related costs and other expenses that we have. Civic Life’s grant does
not cover our operating expenses entirely. We are not required to use the Civic Life money
for payroll under cur contract. The Finance commitiee will be working on offering reasonable
choices about the use of Civic Life and PPP funds as we go forward.

There will be some PPP money left in our account after the eight weeks. The Board will have
the choice to keep the money as a low cost loan to offset reductions in our Civic Life grant, or
other revenue like donations, or to retum the money. Part of the reason we qualified for this
money, is because of the genuine uncertainty about funding for ourselves in the future. We will
report on the use of the PPF money at the May, June and July meetings.

We are just beginning to count the costs of the COVID virus on our organization. We
must plan for the change in how we operate. There will be costs which we must anticipate.
The use of Google Hangouts and Zoom for the neighborhoods to stay in contact is essential
and yet most neighborhoods don’t have their own subscriptions. There will be training costs for
SWNI staff and for the neighborhoods related to COVID. Those are just two examples that the
organization faces and must anticipate along with the costs. Please think about the specific
COVID impacts in your neighborhood and costs so that we can address as many as possible.




On May 18, 2020, 18-days after the PPP Borrower Application was signed and five-days after receipt of
the PPP money in the Umpqua PPP account, SWNI received notice from Civic Life regarding the COVID
impacts to the upcoming grant period. In the notification from Civic Life it said “FY 20-21 Budget Memo:

Planning for Uncertainty and Reduced Income...bigger cuts are likely coming in the fall..we need to
prepare for significant reductions as a possibility”. This memo appeared to be when SWNI received
formal notification from Civic Life that grant money planned for the upcoming fiscal year beginning in

July 2020 may be impacted due to COVID.
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FY 20-21 Budget Memao: Planning for Uncertainty and Reduced Revenue
SM82020

Background:

The impact of COVID-19 on the City's are L Pr and long
lasting. This is what we know as of 5/15/20 and it is subject to change.

On May 7, bureaus leamed about the Mayor's proposad budget at the same time that the public
did. This is not a typical process and reflects these unprecedented times.

Civic Life's budget situation is unique. We commit 31.63% of the total bureau budget at the
beginning of the year through 12 contracts (25.03%) to S DCOs, 6 DCLs and 1 graffiti vendor,
and 6.59% of the budget in City-staffed district coalition offices to maintain parity with the non-
profit DCOs.

This puts Civic Life in a precarious position because we know that bigger cuts are likely coming
inthe Fall. If we commit such a large portion of our budget at the beginning of the year, and we
are required to take larger cuts in the Fall BMP, this creates the problem of having the rest of
the bursau camy all the consequences. The impact to the rest of the bureau—which would have
already taken cuts in the adopted budget—would be to take all the addiional required cuts while
DCOs, DCLs and graffiti would not. This is inequitable and it disproportionately harms the
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‘What we know today is going to change. We anticipate needing to take additional reductions as
a result of adjusted revenue forecasts in the FY 20-21 Fall BMP.

We need to prepare for significant reductions as a possibility; and we cannot get ahead of the
potential budget guidance we will receive from the Mayor and Council in the Fall

We are also working with other bureaus that do grantmaking and confracting to develop a
unified approach to the next fiscal year.

Budget approvalladoption process:

* May 20: Council convenes as the Budget Committee to approve the budget

* The budget then goes to the Tax Supenvising & Consenvation Commission

s [fapproved by the TSCC, it comes back to Council June 10 for budget adoption
* July 1 is start of fiscal year FY 20-21

As of today, we think we will know more after May 20 but may not know everything uniil June 10
due to the impact of labor negotiations.

bureau's smaller programs. For reference, the smallest FY 19-20 DCO award is more than the
budgets for the bureau’s Disability, Immigrant and Refugee, Youth, and Mental Health
programs. ‘We can schedule a call for early June to provide an update if we have more information.

Az of today, we know that the Mayor's proposed FY 20-21 budget for Civic Life includes a 5.6% P
general fund reduction of $540,843. Of this amount $421,541 has already been identified Eall Budget Monitoring Process
through these: cuts: We will get updated revenue forecasts in late July/August to reflect tax filings extension to July
= Eliminating COLA, merit increases and reguiring up to 10 furkough days for non- 15.
represented employees.
* Savings that are sfill being negofiated with lal»or unions to take a similar level of
sacrifice.
= HEliminating all inflationary measures for external materials and services.
= And some initial cuts to programs.

Typically, the Fall BMP deadline is late September with a Council vote in Movember. This year,
this might be moved up so that there are decisions in October.

We expect additional budget guidance reflecting MayeriCouncil priorties. We already see
inequities in the impact of COVID-12 and state of emergency on communities, and the City
acknowledges that inequities in society and the budget are amplified in a COVID-19 world. To
begin to address funding inequities, FY 20-21 decisions will pricritize the City's commitments to
racial equity and climate action (see this draft resolufion

s itoriark

We still need to find an additional $119,000 in cuts before the Fall BMP.

If the labor negotiations do not result in the same level of savings as built into the Mayor's
proposed budget, then we would have to make up that amount somewhere else in the budget to
get to the $540,843 number. We do not know if the labor agreements will need o be made by
May 20 when Council votes to approve the budget or by Juns 10 when Council adopts the
budget.

The May 27, 2020 SWNI Board meeting minutes described that SWNI had made contact with Civic Life
about repurposing the surplus of fiscal year 2020-2021 grant funds that was created due to the PPP
money SWNI had received. In the meeting, there was a “Motion to Consider Repurposing Civic Life Funds
FY 20-21” for COVID impact not to exceed $25,000.00. A Board Member questioned whether
repurposing would be the best use of funds or return the funds to the City and “expressed concern that
the documents regarding the motion were only placed in the Board file on the day of the meeting.” The
Board overwhelmingly approved the motion to repurpose SWNI's Civic Life funds. This evidence
demonstrated that the Board had limited time to consider the materials to repurpose $25,000.00 of Civic
Life grant funding, had been motivated to allocate the surplus of Civic Life funding towards the CEAP,

and had limited engagement with Civic Life regarding these plans.




On June 1%, five-days after the SWNI decision to repurpose Civic Life funds, SWNI received the 3 quarter
grant reimbursement for $65,495.02, which was deposited into the Umpqua Operations account. This
resulted in the SWNI Umpqua Operations account having a balance of $87,202.78 at the end of fiscal
year 2020 on June 30™. Upon receipt of the last quarter Civic Life grant distribution, SWNI had enough
cash on hand in the Umpqua Operations account to cover three months of payroll expenses, and also
had cash on hand from the PPP of $66,300.00 that was enough to cover two months of payroll expenses.

A. Motion to Consider Repurposing Civic Life Funds FY20-21

President provided background on the SWNI's application to the Paycheck Protection
Program (PPP) that was approved by Umpqua Bank. The Board approved receiving the PPP funds
and signing the loan documents at the May 8, 2020 Emergency Board Meeting. said
the PPP Loan documents were signed on May 11, 2020. The amount of the loan is $66.300 and
these funds were deposited in SWNI's Umpqua Bank account on May 13, 2020. ... . said
the PPP funds will be used for payroll, rent, and utilities. Civic Life funds budgeted for these expenses
can be repurposed to other approved uses.

" _ hared information from her recent communications with Civic Life staff,
She informed B 0001 that the PPP funds will be available for SWNI's use into July 2020 which
will enable SWNI to use its Civic Life contract funds for other approved purposes.
described SWNI's interest in using some of the funding for SWNI's NA's and the Business
Associations. W S0 00 said L. . .00y was supportive of the use of Civic Life funds and
indicated it would not be a problem. B¢ concluded by saying that Civic Life funds in the
current contract must be expended by June 30, 2020. Any funds not allocated, will be returned to the
city.
Motion: As SWNI Treasurer, | move that the Board approve m-purposing some of the Civic Life
FY 19-20 money for the 17 Neig hoods and 3 to use for
Communication and COVI-19 impact not to exceed $25,000. The Board approves that up to
$1000 be transferred to the fiscal accounts of the neighborhoods who apply for the money
through a specific one-page application form, which states how they will use the money
consistent with Civic Life purposes under our city grant agreement and help with the impact
of COVID-19. An might be that helps people communicate when we cannot
meet in person and further broadens the number of people who can participate remotely each
year, like young families.

The Board further app the re-purp g of some of Civic Life money for producing and
distr g an paper for July, ther emergency service guide for (fall), and a
supplemant to help our hood We may also need additional tools to

enhance the effectiveness of the SWNI office capabilities while working remotely. Any funds
that cannot be re-purposed for the benefit of the Southwest neighborhoods will be returned to
the city at the end of June for their purposes, if the city will not permit the retention of funds
for a reduced budget in the new fiscal year.

. said that her understanding is that the PPP B-week loan period starts from the time the
funds are distributed to SWNI's bank account. expressed concern that the documents
regarding the motion were only placed in the Board file on the day of the meeting. She questioned
whether it would be best to use the funds for NAs or return the funds to the city.
apologized for the short notice on decuments and said that SWNI's leadership has been working to
place documents in the Board file at least 5 to 7 days ahead of the Board meetings. She said a
number of tasks needed to be completed before putting together the repurposing motion, including
communications about the proposed budget changes with Civic Life staff.

.. Ziiux suggested that June 20, 2020 be the date for allocation propasals for the submission. (It
was determined that June 20 is a Saturday.) .« suggested that any remaining funds be
directed to non-profits. t responded that the goal of the repurposing is to encourage
collaborations between NAs and non-profits.

moved to the ion for an date of
Monday, June 22, 2020 and that after that date SWNI may consider applica‘lions from non-
profit organizations in SW Portland for funds.

Motion Approved for Repurposing of SWNI's Civic Life Funds as Amended.

SOUTHWEST NEIGHBORHOODS INC

ACH and Electronic Deposits/Additions

June 30, 2020 Page:20of3

Description Additions
ACH Credit Treasurer Of The Ach-ap Rmr*oi*32001238.04 1720"*65495.02*654 65,495.02
95.02*0.00/
Civic Life Grant 2013-2020
Invoice 1001/2018 548NB  Public involvement Services Grant st Q. Reimbursement of 2018-2020 Coniract ONI GrantCivic Life Grant 2012-2020 0N Base Grant
Invoice 123112018 S58NB  Public involvement Services Grant 2nd Qfr. Reimbursement of 2012-2020 Contract ONI GrantCivic Life Grant 2018-2020 ONI Base Grant
Invoice T2NY20 S88NE 2020 Tackling Racism — South Burfingame NA ONI Grant: Civic Life Grant 2019-2020 CL Comm. Engagement Grant 2020
Invoice T2NWA0 S8BNB 2020 Eena Festival — SWNI Equity Comm. NI Grant: Civic Life Grant 2018-2020 CL Comm. Engagement Grant 2020
Invoice 2N 588NE 2020 English Classes — Impact NW ONI Grant Civic Life Grant 2018-2020 CL Comm. Engagement Grant 2020
Invoice 0212020 S8BNE 2020 Heafth NI Grant:Civic Life Grant 2019-2020 CL Comm. Engagement Grant 2020
Inunice. (IMAN00 SBBNB 2070 Code Squad — SIWNI Schools NI Grant Civic Life Grant 2018-2020 CL Comm. Engagement Grant 2020
Invoice L 1) S75NB  Publi i 3rd Qir. Red of 2012-2020 Confract ONI Grant-Civic Life Grant 2018-2020 (ONI Base Grant




A Civic Life Grant Agreement Change Request Form dated June 3, 2020 by the SWNI Executive Director

sought to reassign $33,500.00 from “Personnel Costs to Community Engagement projects related to
COVID-19 emergency...,” as “SWNI has been successful in securing a Paycheck Protection Act Loan in
mid-May to assist us for the next two months with personnel costs (wages, taxes, health insurance and
retirement). This has enabled us to redirect our Office of Community & Civic Life funds to create a
Community Engagement Allocation Program”. Although this Grant Agreement Change Request Form
was drafted, it was not yet submitted to Civic Life.
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Grant Agreement Change Request Form :
Civic Life grantees may request changes to an originally approved scope of work, timeline, and
budget in accordance to grant agreement language. Changes that can be authorized by the
program staff and Bureau director and are allowed within grant agreement language will be
reviewed on a case-by-case basis. Please submit this form and attach any supporting
documentation for an informed review of the request. A complete request should include an
outline of the requested change, explanation of why the change is needed, and any relevant
information or requested documentation to support decision-making.

Changes that impact the City of Portland financial risk that is, changes to the overall value of
the grant will require a Council hearing, review and approval by the City attorney in order to be
executed

This form should be completed and signed by the contract / agreement manager and submitted
to the designated approver for the program or Bureau.

on Name: h Neighbeorhcods, Inc (SWNI)

Grant Title: SWNI District Coalition Funding
Agreement Number: 32001238, Amendment No. 4

Contact Name Phone: 503-823-4592

Email: @swni.org

Contact Title: Executive Director

Staff Signature: Date: June 3, 2020

2. Describe the requested change(s):

Reassign $33,500 from Personnel Costs to C ity Ei 1t projects rel to
COVID-19 emagency Pnograms include:
e Cor i Allocation Pr (CEAP) will fund NA’s and business

assoctatlons m oondl.ncx commumty engagement projects during this challenging time.
We are setting aside up to $1,000 for neighborhood associations and approximately up
to $1,500 for business associations to use for projects. SWNI is interested in supporting
our member NAs and business associations to build collaborations with nonprofit or
community based organizations. We feel that creative, hborhood-based r

to the COVID-19 crises will benefit our entire SW Portland community. We are
encouraging projects that engage with seniors, under-represented populations,
communities of oolor or organizations that advocate for this communities.

O may indude schools, sodal service agendes, Neighborhood
Emergency Teams faith groups, private entities with community focused programs

developed in response to COVID-19 impacts. Funds can be used for: communications,
supplies and materials to conduct projects, community education activities.

« In addition, SWNI wishes to produce and distribute a second all-household newspaper
for July with information updates to the COVID-19 Resource Guide we published in
collaboration with neighborhood coalitions in mid-April. We are also considering
induding special pages featuring our three business associations.

3. Please briefly explain motivations for this request:

SWNI has been successful in securing a Paycheck Protection Act Loan in mid-May to assist
us for the next two months with personnel costs (wages, taxes, health insurance and
retirement). This has enabled us to redirect our Office of Community & Civic Life funds to
create a Community Engagement Allocation Program for our 17 neighborhood assodiations
and 3 member business associations.

4. _. Please check if supporting documentation is attached.
List attach documentation items to this form:

Motion passed by the SWNI Board on May 27, 2020, to create the SWNI Community
Engagement Allocation Program and an information sheets regarding the program.




Then on June 4, 2020, the CEAP was announced to the Board and Associations in an email that said “

plan and conduct community engagement

projects in response to the COVID-19 crisis... We feel that

creative, neighborhood-based response to COVID-19 impacts will benefit our entire SW Portland

community”. This demonstrated that SWNI appeared not in need of the COVID Paycheck Protection

Program loan, as they subsequently created a new grant program (CEAP) to pass-along the surplus

money to the Associations, and not use or save the money on direct COVID impacts to SWNI payroll. It

appeared that the CEAP was a mechanism for SWNI to claim they had COVID impact to their budget and

services to comply with the purpose they had stated on the PPP Borrower Application. The CEAP would

have been a new line item on the budget and new service to the community for others that had COVID

impact, and was not a direct COVID impact to SWNI budget and service that would have put paychecks

to SWNI employees in jeopardy.

ubject: [SWNI Board] Community Engagement Allocation Program (CEAP),

ate: June 4, 2020 at 2:45:17 PM PDT

o: "boarc@swniorg” <dosrc@zwni.orz>, “neizhborhood-chairs@swni.orz” <neighborhooc-chairs@swni.ors>,

infod@zouthportiancda.com, MVBA Members <infof@multnomahviliaze org>»

keprrTo: Loarg®owrs 28

long after the crisis has passed.

@swni.arg), 503-877-4574 with any questions.

formz for Doth NAs and Business Aszociations

ICEAP Information Sheet (NA</BAs)
ICEAP Agreement for Neig ood Associations

ICEAP Application for Business Associations
CEAP & for Buss : SR

Executive Director
Southwest Neighborhoods, Inc.

To: SWNI Board, Neighborhood Chairs & Business Associations,

ISWNT and the Office of Community & Civic Life have created the Community Engagement Allocation Program
(CEAP), which will allow the seventeen Neighborhood Assocations (NAs) and three Business Associations
(BAs) in southwest Portland to plan and conduct community engagement projects in response to the COVID-19
crisis. We are setting aside up to $1,000 for each of our NAs/BAs to build collaborations with non- or
jcommunity-based arganizations. We encourage projects that engage with seniors, under-represented
populations, communities of color, or arganizations that advocate for these communities. We feed that creative,
|pesghborhood-based responses to COVID-19 impacts will benefit our entire SW Portland community now and

[We encourage all SWNI's Neighborhood/ Business Associations to apply for the Community Engagement
Allocation Program. Contact SWNI staff members: | ST Wi O1g ), 503-410-3135 or

[Completed applications will be due at 5:00 pm. Monday, June 22, 2020.
IFar more information and the forms required to apply for these funds, please click on the following document

links or visit SWNT's website home page at SWNIi.OTE. | .have a0 attached Word cocuments for the application

Southwest Neighborhoods, Inc.
SWNI Community Engagement Allocation Program (CEAP)
Information Sheet
June 2020

The SWNI Board of Directors has taken a number of actions to address the COVID-15 crisis in SW Partland this
spring. SWNI's Multnemah Art Center office closed as a result of the crisis in mid-March, but our operations
have continued as our staff telework and are available to the community during regular business hours, We also
produced and distributed the COVID-19 Resource Guide in April, which was a print publication mailed to all
households and businesses in southwest Portland. Our goal was to reach all under-represented individuals and
households who lack or have limited access to electronic communications about health and safety information.

SWNI has also been successful in securing a Payeheck Protection Act Loan in mid-May to assist us for the next
two months with additional program and operations costs caused by the COVID-189 Crisis. This has enabled us to
redirect our Office of Community & Civic Life funds to create the Community Engagement Allocation Program
for the seventeen Neighborhood Associations (NAs) and three Business Associations [BAs) within SWNI
boundaries. The CEAP will fund our NAs/BAs to plan and conduct community engagerment projects during this
challenging time, We are setting aside up to 51,000 for each of our associations to use for projects of their
choosing.




The Grant Agreement Change Request Form that was drafted on Friday June 3™ was emailed to Civic Life

on Friday June 5, 2020, after normal business hours at 5:10pm. Although the Board motioned to
repurpose funds for fiscal year 2020-2021, the subject line of the email sent to Civic Life said “SWNI
Budget FY 19-21” indicating two fiscal years, and the body of the email had one fiscal year of “Fiscal Year
19-20”. There was conflict at that point in the records as to which fiscal year SWNI was requesting the
change to the grant, whether it was pertaining to fiscal year 2019-2020 or 2020-2021, or both fiscal

years.
From: @swniorg @
Subhct SNNNI BudgetFY 19-21 Change Form " ,j, ) \ "—) / 7 g, ( ™\
“pate: June 5, 2020 at 5:10 PN % I DU \ =2 R
To: . Bportlandoregon.gov
— e
Hi

Attached is SWNI's Change Form for Fiscal Year 19-20 that we discussed on the phone recently. As noted on the Change Form,
SWNI wishes to reassign $33,500 from Personnel Costs to Community Engagement projects related to the COVID-19 emergency.

Below are information links to documents posted on our website about the Community Engagement Allocation program.

CEAP Information Sheet (NAs/BAs) i AA '( claok
C}:.ARApplmmnmLnghlmnhomtAssmiatiQns ——— :
= At sl = &
503-823-4502 /\ L Crh—es™~
POF
SWNI FY 19-20

Grant...rm.pdf

The following Monday morning, June 8, 2020 at 9:29am, SWNI had emailed Civic Life back to “recall our
Budget Change Form | submitted on Friday... Our Finance Committee and Advisory Committee will be
discussing using the PPP funds in the next FY 20-21.” SWNI cited the reason for the recall was that they
had found out the federal government would allow an extension of the PPP timeframe to spend the

money. Civic Life had requested clarification on June 8™ that there would be no changes to the fiscal
year 2019-2020, and SWNI replied that was correct. It appeared that SWNI had decided to repurpose
Civic Life funding for payroll in the fiscal year 2020-2021, and not fiscal year 2019-2020. SWNI had not
engaged in a substantive dialogue with Civic Life about their plan to repurpose payroll funding for the
2020-2021 fiscal year grant for CEAP.
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From: S S @swni.org @ ey B ) s RS
|Subject: Recall SWNI Request Budget Change Form R W YL O d o\ / ( . 5 O },Q n
Date: June 8, 2020 at 9:29 AM \
To: e - @portlandoregon.gov
H-—
4 thai the Bur Budg 90 Friday.
our and 1 tundsin yoas FY 20-21. Ples y noy 1
Syvia
Re: SWNI Budget FY 19-21 Change Form "™
Sun, Jun 7, 5:48 PM (15 hows ago)
Thank you for Change of Form submission and for describing process of $33,500 SWNI funds.
| understand it, | have to run it by our office, Leadership and City y and then respond to you via email.
Sincerely,
City of Portland, Oregon
-
i 1@, BOV.
From: i@swni.org=>
Sent: Tuesday, June 9, 2020 8:29 PM
To: - @portlandoregon.gov>

Subject: -Re: Rl-ecall SWNI Request Budget Change Form
Hi
Correct, SWNI will not have any changes to the FY19-20 program and budget through the end of Fiscal Year.

On Mon, Jun 8, 2020 at 9:32 AM @portlandoregon.gov> wrote:

Thank you for letting me know regarding the Grant repurposing Change Form for this FY15-20.

I assume then there will not be any changes to the FY15-20 program and budget through the end of Fiscal
Year?

Appreciate the note.

Sincerely,

City of Portland, Oregon

From Dewni.org>
Sent: Monday, June 8, 2020 9:29 AM
To: @portlandoregon. gov>

Subject: Recall SWNI Reguest Budget Change Form
Hi:

SWNI just found out that the Federal government voted to extend our PPP grant. At this time | would like to recall our
Budget Change Form | submitted on Friday.

Our Finance Committee and Advisory Committee will be discussing using the PPP funds in the next fiscal year FY 20-21.
Please do not send the change form to the City Attorney at this time. | will be in touch.




On the same day as the recall of the Grant Agreement Change Request Form on June 8™, SWNI emailed
the Board regarding the Civic Life grant agreement for the 2020-2021 fiscal year, and informed the Board
“we were given the same ‘base’ amount as this year (2019-2020) $297,414.00,” and that the Board
would see a draft budget soon. SWNI’s documentation reflected there was no impact to Civic Life funding

from COVID, and no impact to payroll funding, as Civic Life funding was to remain the same base amount
going into the new fiscal year.

> - > . @swni.org> Unsubscribe Mon, Jun 8 at 6:30 PM
To: board@swni.org, neighborhood-chairs@swni.org,
SWNI Staff

To: SWNI Board and Neighborhood Chairs

Please note that the Neighborhood Coalition Grant Agreements are listed on Portland's City Council agenda for Thursday, June 11, 2020 at a 2:00 pm time certain.
The grant agreement is for_one-year. | have attached the document the SWNI Board will be asked to approve at our June 24, 2020 meeting. We were given the same
"base" amount as this year $297,414.00 (but no funds for the Neighborhood Small Grant program). We will also present a "Draft" Budget for the board to approve at
our June 24, 2020 meeting.

That same week on Thursday, June 11, SWNI received an email from Civic Life requesting “a correction
of facts and presentation of SWNI’'s Community Engagement Allocation Program,” which said that “SWNI
and the Office of Community & Civic Life have not created this together; this is SWNI’s initiative entirely.”
This communication from Civic Life demonstrated that SWNI had misrepresented Civic Life’s involvement
to the Board in the May 27" Board meeting, and again misrepresented to the Board and Associations in
the June 4" announcement that SWNI had been allowed to repurpose Civic Life money.

The communication from Civic Life also stated that there was misrepresentation by SWNI in the June 4t
announcement that the CEAP had been created in consort with Civic Life. SWNI had not engaged Civic
Life in a substantive way related to CEAP prior to SWNI’s Board meeting on May 27%" or the email
announcement of the CEAP on June 4™, Particularly as the Grant Agreement Change Request Form about
repurposing funds and the CEAP had not been reviewed or approved by Civic Life.




From:
Sent: Thurzday, June 11,2020 12:08 PM

To: ﬁ:wni.orp

Ce: - -~ L.@portiandoregon govx; 2 2 ®portiandoregon.gov>
Subject: FW: [SWNI Board] € ity Engag tA ion Program (CEAP),

Dear and SWNI Bosrd of Directors (cfo ).

We find ourseives in the uncomfortabie po:mon of writing thiz email to request a correction of facts and presentation
of SWNI's C ity Engag nt All Program be sent to all whom you have distributed the notice

below. There are st least three important facts to be included a3 outlined below, 0 please share all parts with
parties when communicating on this topic.

References to be addressed:
o Beiow, it states that *“SWNT and the Office of Community & Civie Life have created the
Community Engagement Allocation Program (CEAP),”
o The CEAP Information Sheet says:
“SWNI has siz0 been zucceszful in securing a Paycheck Protection Act Loan in mid-May to assist us for the next
two months with adcitional program and operations costs caused Dy the COVID-13 Criziz. This has enabled us to

redirect our Office of Community & Civic Life funds to creste the C ity Engagement A ion Program
for the seventeen Neighborhood Azzocations (NAz| and three Business Azzocistions (BAs| within SWNI
douncaries.”

PLEASE CLARIFY TO ALL WHO RECEIVED THE ORIGINAL MESSAGE:
1. SWNI and the Office of Community & Civic Life have not created this together; this is SWNI's initiative
e
swm 2art sharec information about your i ions with Civic Life staff Dut thiz was not 3
5 ation or co-crestion. If it were a co-crestion, Civic Life would have
recommended that fundz be sveilsdie to all community groups vmnm the SWNI 5“?‘?""
ies and not limited to/exciusively for nelsnbomooc and
and that the program refiect the racal equity ; 2z adopted in the COVID-19 Recovery
[2nd sharec with SWNI| anc the COVID-13 Racial Equity Toolkit

{sttached)

2. The Office of Community & Civic Life has not agreed to redirecting grant funds for this purpose as the
request from SWNI was withdrawn before the Office even had a chance to review or respond. No

Civic Life funds were “re-di for this purp
SW/NI submitted 8 “SWNI Bucget FY 13-21 Change Form™ to Civic Life staff at 3:10 pm on
Friday, June 3.
Bythe ing M y 5 (spproximately 8:30 am] June 8, Civic Life staff receivec s

call from the SWNI executive director withdrawing she request, which was confirmedin
writing by email after the cail.

This request was not reviewed curing that weekend perioc, and in fact, we would have
acked that it De corrected for the simpie fact that we are not offering 8 “FY 15-21" change
option. That iz, we are only currently offering a change option for funcs to be redirected
within the same/this fizcal year (FY 15-20) for sctual expenzes incurred and senvices
Celivered in that zame time period. We have not and would not offer an option to carry
over unexpenced or re-girected FY 15-20 funds for FY 20-21 uses for this grant.

Also by email, Civic Life staff inquired and SWNI executive director confirmed {on Tues, June 9)

that “Correct, SWNI will not have any changes to the FY19-20 program and budget through
the end of Fiscal Year.”

In the June 11* communication from Civic Life to SWNI about the repurposing of payroll funding and the
CEAP, Civic Life informed SWNI that “we are not offering a ‘FY 19-21’ change option... we have not and
would not offer any option to carry over unexpended or re-directed FY 19-20 funds for FY 20-21 uses for
this grant.” Despite receiving a clear message that Civic Life would not allow repurposing of funding that
was budgeted for payroll towards the CEAP, SWNI’s Executive Committee meeting materials on June
17t showed that SWNI had still intended to move forward with the CEAP grants.

During the June 17" committee meeting, SWNI Officers had reviewed the Civic Life grant agreement for
fiscal year 2020-2021 and compared the 2019-2020 budget with a 2020-2021 draft budget. The budget




comparison showed that SWNI's base funding from Civic Life remained the same. The budget

comparison had a line item for the CEAP grant expense, at $25,000.00, which was the third highest
expense planned other than payroll, and payroll was normally covered by Civic Life grant funding. The
budget did not show that SWNI had received the PPP money as other income during the 2019-2020 or
2020-2021 fiscal year. Due to the absence of other income and the added expense of the CEAP on the
budget, SWNI’s need for board funding was considerably over inflated on the budget.

2020-2021 Draft SWNI Budget with Notes

2019-2020 2020-2021 Proposed
ateso ropose Motes FY 2020-2021
F Egory Budget Draft Budget | Capital Meed:

|IHCOME

Grant - BES =

(Granes - Civic Life 297,414.00 297,414.00 Base Budget

[Grants - Civic Life 3mall Grants 9,443.00 = Ciwiic Life Small Grants 50

BPS Srant for fallfspring Clesnups

(Gramt BPS (Cleanup] 3,236.00 = discantirwed

Fundrzising Appeal 9,000.00 4,000.00 Estimate

[Advertising Sales 12 000.00 10, 00000 Estimate

Fiscal Manzgement 8,825.00 5,0:00.00 BES 3000, WM 3000 BF5 0

Fees & Services [Cleanup) B,000.00 = DOi=anup perticpant flzes

Sulbtotal 347,918.00 317,414.00

Board Funding 945218 75,059.42

TOTAL INCOME 4357 370.18 | 5 302,473.42 | & - |5 =
I EEEEE————
[EXFEMNSE

Bank Service Charges 175.00 50,00 ACH Fees

Anrwal Inc fees= [15°30(F5900, CT1Z's =

Corporate Filing Fees 1,548.00 1,610.00 [+720[=5340, SWNICT12- 5370
Cleanup Expenses 3,236.00 - DOeanup: Porta-Potties 7, Tent, Supplies
Education,Training = BO0.00 - Simp-uelrplu_we

CDFE‘ —:54105'5 X 10mos+ 41918 K2
Eguipment Rentsl/Lezse 5,071.00 5,172 96 mas. #3183 propery ta + (340 oversge|

Diomain Registrations $200.00; Z00M 17
Figenzes ot 3145, 50/5T; Diowd Ftorzge

Electranic Communicstion 72572 3,228.30 3000
Food & Entertainment 1,700.00 1,700.00 TV Evenis, Retreat, Open House
Human Resources 10000 100.00 EMpioymant 535, CAOETOUNG TS
Insurance - Office 11,000.00 10,307 .00 May 2020 quote
SAFF [inclutes upgrace to 51
Insurance - Workers Comp 50:0.00 545.00 million/oerumence]
Payroll - Gross Wages 213,155.04 224,250.24 Inchudes 40 hours for
Payroll - Tax Expense 21,742 00 22, 87352 10-2% of Gross Wages
Payroll - Benefits 12,350.00 12,350.00 MNow. 2020 Renewal - 2
Payroll - Retirement 4,263.10 4,4E5.00 2% of Fayroll
Payroll Services 1,600.00 1,660.00 Prime Pay
Postage & Delivery 19,200.00 13,200.00 Heszpaper: 31,600 12
S773 for funcraising h
Printing Fundraising Envelopes 775.00 J75.00 NG EMEIEpE
22300 % 12 mas [I::o-s not include 2020 al-
Printing - Newspaper Monthly 25 B00.00 25,800.00
CPA 530 Anrral Tax Reports, Financial
Professional Fees 4,000.00 4,000.00 Review
(Ofice Rent 14,092.32 11,4E0.40 Office Rent 555670 par month
Room Rentals = 5,500.00 anllrneﬁin;:pum-a!ml:
Wime Sarver; ad Card reasar; Mo Rar SE00; Cart
Smzll Eguipment/Software = 3,000.00 S8 Wb Cimera $100
Extra Space Storage Unit 3154,/mo (3%
Storage for SWHNI Equipment 2,250.00 2,346.00 increase in Jan 2021}
RAD SIS, Cowtas S5%, MIVEA S100, NTEM T0.00,
Su bscription s/ Memberships 540.00 540,00 P ——
Supplies 2,000.00 2,000.00 Dffice Supplies
Teleghone 1,500.00 1,500.00 512%/month
Telewarking = 1,600.00 S20NE empioyees
Travel S0:0.00 S00.00
NA Small Grants/CEAP 5,443.00 25, 000,00 CEAP Grants
TOTAL Expenses 5357,370.18 | §302,473.42 | 5§ - |5 =

Totzl Income - Total Exp. 5000 SD_DD| 50.00 50,00 6/17/2020




SWNI emailed the Board, Associations, and Civic

Life a “Clarification regarding use of PPP funds
and Civic Life funds” on June 12, 2020. In the
it said that SWNI “did not need to
repurpose any Civic Life grant funds during this
final quarter, which ends June 30, 2020,” and that
“SWNI still faces economic uncertainty coming

email

into our new Fiscal Year beginning July 1, 2020”.
SWNI cited that the reason for the economic
uncertainty was due to a decline in donation and

event income.

In considering the budget comparison for 2019-
2020 and 2020-2021 that the SWNI Executive
Committee had reviewed on June 17t there was
revenue reduction budgeted for the line items of
cleanup, fundraising and advertising sales, which
seemed to be due to COVID. It also appeared the
Civic Life small grants program was defunded in
the new fiscal year. The total revenue reduction
was $30,504.00 on SWNI’s budget comparison
between fiscal years 2019-2020 and 2020-2021.

However, there was also expense savings of
about $27,541.92 that was budgeted. SWNI’s
revenue reduction from COVID was mostly offset

From @swni.org>
Sent: Fniday, June 12, 2U20 5:13 PM
To: board@swni.org; neighborhood-chairs@swni.org; SBNA-board@swni.org
Ce: @portandoregon.gov>;
+@portlandoregon. gov>
Subject: Clarification regarding use of PPP funds and Civic Life funds

Pportlandoregon.gov>;

Friday, June 12, 2020

It is our sense that there may be some confusion about SWNI's application and use of federal Paycheck
Protection Program (PPP) funds. We applied for the PPP money on April 28, 2020 while SWNI was waiting for
firm information on our 2020-21 Civic Life grant agreement. The proposed budget figure for our new grant
agreement was in question, based on the financial crisis facing the City of Portland. It was made clear to SWNI
that any proposed grant budget would potentially be reduced by budget revisions the city may enact based on
their revenue forecasts for fall 2020

We were also aware that SWNI's revenues for the Fiscal Year 4% Quarter were significantly under budget
based on a decline in donation and event income. SWNI's financial uncertainty led us to apply for PPP fund.
We felt it was the prudent action to take to keep SWNI's programs and services in place in the upcoming fiscal
year. We also place a priority on k ing our employ paid and employed during the Covid-19 crisis.

The Board approved the PPP application on May 9, 2020. We signed the loan document on May 12, 2020 and
received the PPP funds on May 13, 2020. PPP's onginal rules stated that we would have eight weeks to spend
the funds on payroll, rent, and utility costs from date of receipt (5/13/20). The PPP loan will be forgivable only if
it is used for payroll, utilities, and rent.

At the May 27" SWNI Board meeting a motion passed to approve repurposing some of the Civic Life FY 19-20
money for the 17 neighborhoods and 3 business associations to use for communication and COVID-19 impact
not to exceed $25,000. Funds are to be used consistent with Civic Life purposes under our city grant
agreement and help with the impact of COVID-19. We called this effort the Community Engagement Allocation
Program (CEAP).

SWNI is encouraging projects that engage with seniors, under-represented populations, communities of color,
or organizations that advocate for these communities. Organizational collaborations may include schools,
social service agencies, Neighborhood Emergency Teams, faith groups, private entities with community
focused programs developed in response to COVID-19 impacts.

Things are changing quickly during the COVID-19 crisis. Last week congress changed the deadline for using the PPP
monies 5o that it could be used for 24 weeks from the date we received it. That means the PPP monies can be used well

into the 1st Quarter of SWNI's new Fiscal Year for its intended purpose. This means that we did not need to repurpose

any Civic Life grant funds during this final quarter, which ends June 30, 2020. Civic Life has asked us to update this
language change in our CEAP documents, which we will do.

SWNI still faces economic uncertainty coming into our new Fiscal Year beginning July 1, 2020. We sent a copy
of the Civic Life memo to you two weeks ago that detailed the city’s projected budget shortfall and the steps
that Civic Life may take to balance its budget. As a first step, Civic Life has de-funded its Small Grant Program
for FY 2020-21. The potential for reduced District Coalition grant funds is also on the table in the fall. Finally,
SWNI is also facing other budget reductions as financial donations have declined as givers shift priorities to
basic needs giving. We have had to cancel events in the upcoming months that have provided needed revenue
in the past.

The PPP money ensures that we will be able to retain our employees in the new Fiscal Year. COVID-19 has
already reduced our revenue and is likely to continue to have a negative impact in the new fiscal year. Our
intent is to use our PPP funds to supplement SWNI's Civic Life contract to ensure that SWNI can meet its
payroll, rent and utilities expenses in the upcoming fiscal year. This will provide substantial support to our FY
2020-21 budget and will enable us to keep our employee resources stable, so we can continue to serve the
residents of SW Portiand.

We hope this clarifies any questions you might have. But please feel free to call or write with any questions
that you might still have.

Respectiully
President
1st Vice President
Secretary

Treasurer
Treasurer

by not having to pay expenses due to COVID. There was a net impact to SWNI’s budget that could be
attributed to COVID of only -$2,962.08. Additionally, SWNI appeared to repurpose the line item that was
for discontinued Civic Life small grants as the line item for CEAP. The CEAP expense of $25,000.00 was
the only line item budgeted that would have affected the Board Funding line, as Civic Life had not
permitted repurposing of the grant for CEAP. Civic Life’s base funding had not changed, and the payroll
expense differences reflected in the budget would have been covered by Civic Life’s grant as well. The

only line item that appeared to cause considerable COVID impact on SWNI’s budget was the CEAP.




SWNI had spent the PPP money during the period of May 13, 2020 to August 31, 2020, according to the
PPP Loan Forgiveness Application Form, dated August 31, 2020, and the PPP Transaction Detail by
Account report that corresponds with the forgiveness application. SWNI’s Civic Life grant would have
covered 93% of the expenses that were offset to the PPP money, which included payroll, telephone
utility, and a portion of the rent/lease payments. The PPP was used to pay for the following expenses
applicable to fiscal years 2019-2020 and 2020-2021 totaling $66,469.08 (reference Appendix PPP
Transactions Corresponding to the Debt Forgiveness Application):

e Line 1 on the debt forgiveness application: $60,952.99 encompasses July and August payroll
including gross wages, healthcare, retirement and a portion of payroll taxes.
o Civic Life grant would have covered all of the payroll expenses offset by the PPP money
e Line 3 on the debt forgiveness application: $5,223.31 encompasses May, June, July and August
rent/lease payments for the office, copier, extra storage and