Office of
Financial Management & Budget

P.O. Box 1989
West Palm Beach, FL 33402-1989
(561) 355-2580
FAX: (5661) 355-2109

www.pbcgov.com

Palm Beach County
Board of County
Commissioners

Paulette Burdick, Mayor
Melissa McKinlay, Vice Mayor
Hal R. Valeche
Dave Kerner
Steven L. Abrams
Mary Lou Berger

Mack Bernard

County Administrator

Verdenia C. Baker

“An Equal Opportunity
Affirmative Action Employer”

Official Electronic Letterhead

BCC Budget Retreat — FY 2018
Agenda - February 21, 2017
12 Noon — 5PM Convention Center Room 2DE

Motion to adopt a RESOLUTION OF THE BOARD OF
COUNTY COMMISSIONERS OF PALM BEACH COUNTY,
FLORIDA, URGING THE FLORIDA LEGISLATURE TO
AMEND SECTION 403.7033, FLORIDA STATUTE, UNDER
HOUSE BILL 93 AND SENATE BILL 162 OR SIMILAR
LEGISLATION, WHICH WOULD AUTHORIZE SMALL
COASTAL MUNICIPALITIES TO ESTABLISH A PILOT
PROGRAM TO REGULATE OR BAN DISPOSABLE
PLASTIC BAGS.

Pages
Discussion Issues
A. Overview of current budget 1-7
B. Reserve levels/fund balance (AAA bond rating)
C. Emergency Homeless Prevention 8
D. Heroin/Opioid Epidemic 9
E. SFWMD Land Purchase 10
F. Surtax Funding 11
G. POTUS Impact
FY 2018 Preliminary Budget Estimates 12
A. Important Dates 13
B. Major Assumptions and Impacts 14
C. Save Our Homes Cap —2.1% 15
D. FR and Library—no change in millage rate
FY 2018 Discussion
A. Lewis Homeless Resource Center
B. Body Cameras (CJC)
C. Office of Inspector General
1. Funding Proposal by OIG 16-27
2. Organization Chart 28-29

Board Direction to staff for budget FY 2018



Spudl]l |ed110}SIH

‘3obpng pajdopy LL0OZ Ad
Ayuno9 yoseog wjed




%SG"SZ
8L6‘60L‘BLES
sjusawsedaqg 9924

%08
000‘SSS“66$
SOAIDSIY

%P8
LZ6‘20S‘S0L S
jejusawjsedaq
-uoNnN g jeyudeg

%S"S
SLO‘€ZL‘89$
9JIAI9S 3q2Q
%9 P

080‘€P0‘8S$

S19910 %0"8vY
JeuoNlisuoc) J3Y30 Z0v°‘9Z8‘66S$
BUaYys

Z0P‘09€‘0S2Z LS
j3obpng uoneudoiddy jejol pung jei2uads

L1002 Ad



%0
uoliw 6 LZ$
saxe] jqada
PajoOA apIMAIUNO)H

%LV
uoliw €°2S$
saxe] 3qa2a pa23joA
9 Bunjeisadg Aieaqi

%S"2C o
uoljiw L°LSZ$ :O.__ﬂo..m M.hmwha
lejded n
pue Bunesadg mmwwyﬂﬂﬂ”““no

SIOXE L ONJDSIY 9aild

uoliiq GLL°LS
saxe] Ajiadoad pasodoid

LLOC Ad



/T0Z A4 ul syoafoud jejided 03138pnq Sunesado
3yl Wouy paidjsues) sem ‘syied uluoljjiw 6°0S pue ‘SuriaauiSul ul papnoul S1S0D YRy JO UOol||IW Z°ES

LZLOZ Ad N S00ZC Ad =

jeaded maN  saAI9saYy  SumaauiSuj 221195199 ued] wijed s)ed sanpe4 sslI

0$

ozs

ors

09s

08s$

00TS

00TS

ZOoTS

(YA RS
(suoljrw ui)
jobpng BuneiadQ 3oN
Buipung 19yj pue sjuawedaqg 9949 1ofen
L1102 Ad "SAS002C Ad



IdD P uoneNdodege  9N[EA3|CEXElege  PAUIGIOD DDF 79 JUsUSese  SlUsWLIEdS AJUNOD PAPUNL WAIOEA PYasme

LLOCAd 910CAd SL0CAd VIOZAd €L0CAd CLOZAd LILOZAd O0L0CAd 600CAd 800ZAd LOOZAd 900CAd S00CAd

1 1 1 1 1 1 1 1 1 1 1 1

%E'S
%1

%T'S

%E'EC

%9°'8%

%6'CS

%C'9S

jJoddng walojep py ul aseasdu] abejuaalad aAnenwung

%0

%07

%0¢

%0¢€

%0Y

%089

%09




%8/, GTE'00T Tv.'T6E'T LTV'8LE'T 92v'162'T uolreindod

%2 02 G2/ 6E G2G'9€Z 218'vEe 008'96T IdD

%6'6T- (S2) $ o001 $ 716 $ Gzt $ SaAI9saYy pajendoiddy pung jeisuan
SUOI|[IA U]

9|0 'SoIpT ‘'sannN v ‘OdL 198]4 ‘Bndosay-aild ‘Areiqi ‘uoisinig Bulpiing ‘suodily «

%2 6- (5£9) v12'9 v12'9 606'9 el

%G’ 16T ¥06'C 698'C €612 « S9I10Uaby % sjuawiedaq Jay10

%6'8T-  (982) 0.£' Sre's 9ST'Y PapuN4 WalofeA py spimAlunod D09

suonisod papung 999

%I'YT  6°LET$ O'GTT'TS L'€E0'TS 1'116$ 1g8@g Buipnjou| sexe] Auadoud |ejol

%, YT 0'T0T$ 9'68.$ 6'62.% 9'889% soxe] Auadoid apmAuno)
SUOITA U]

%92 v $ 1991 $ L2ST $ 6001 $ sanjep Ajadoud sjgexe]
suonig aj

%.'TT GTOS0 GT8.'Y GT8.'Y 0082V ajey abejN apmAiuno)

% junowy 1102 9102 1002
1102-1002
(eseauosaq)/asealsouy|

Spuai] |esl0o)SIH



9°'G8
c cc
81
T'TT
201
172>"
9'8

89

O 81
S°Gc2
S vE

ROEAROHAHROHAHHH

Ajlenuue uoljil OGS 1B parewIsa
s1 s1o9foud aayro pue M7z butobuo ao) Bulpuny jrepded aaninA

/200c
800c
6002
OTOc
TTOC
clOc
€10c
Y102
STOC
910c
/L T0OC

Bulpun4
1el0_L

SuoliInN

ICEYN
|eosiH

sy108louad papung waldoje/\ PV 09 NOA -SW -Aed
>H:3°U yoeog wujed



Emergency Homeless Prevention

Resources and History:

Palm Beach County’s Division of Human and Veteran Services receives approximately $87,219
for county-wide emergency shelter needs from the Emergency Food and Shelter Grant Program
(EFSP) annually. The Division is able to serve 121 families /individuals for up to 30 days with
these funds. However when an unforeseen emergency, such as a sub-standard housing
condemnation or large scale disaster occurs and affects a vulnerable population of individuals
who cannot immediately afford alternative housing in the local market, the Division is faced with
emergency shelter placement at a higher than average cost. An example of such is the recent
condemnation of two apartment complexes in the western communities that resulted in the
immediate sheltering of 24 households / 50 individuals. The cost per family, for 30 days of
sheltering in a hotel, totaled $1,600 and resulted in the reallocation and anticipated expenditure
of $44,800 or 51% of the total emergency shelter funds.

After affected families and individuals receive placement into emergency shelter, funding for
transition into permanent housing is needed. The average amount expended on transitioning a
family from emergency shelter to permanent housing is $1,800. Funding for large scale
relocation is only available through ad valorem dollars, currently allocated at $361,813 for the
current fiscal year. The funding for homeless prevention and intervention services is always in
high demand throughout Palm Beach County and a large scale project due to condemnation or
disaster severely impedes the ability to serve other residents of our community. Ad valorem
funds must be reallocated for these types of unanticipated scenarios, as clients who are suddenly
displaced in this manner do not meet the definition of “chronically homeless” (which includes
having been homeless for a sustained period of time) and therefore do not qualify for SHIP
(D.E.S.) or HUD funding.

Unmet Needs for Emergency Homeless Prevention:

If the priority of the Board is to meet the needs of residents of substandard housing who find
themselves displaced due to large scale condemnation or disaster, an additional $240,000 in
emergency shelter dollars to house 150 families/individuals for a period of no longer than 30
days would be requested.

Additionally, $270,000 would be needed to ensure that the 150 families/individuals will have the
ability to access permanent housing.

As part of the Division’s ongoing commitment to provide comprehensive services to Palm Beach
County residents, an additional staff member should also be considered to oversee and case
manage the emergency shelter/ permanent housing placement program. The total requested for
one case manager Il is $58,952.

The total amount requested for Emergency Homeless Prevention is $568,952.

Outcomes:

150 families / individuals will not be homeless as a result of condemnation or disaster

150 families/individuals will be linked with appropriate services

150 families/individuals will have access to resources ensuring permanent housing placement



Heroin/Opioid Epidemic

The use of opioids and their subsequent toll on individuals, families and
community has reached epidemic proportions in Palm Beach County. There were
a total of 471 deaths in Palm Beach County between January and October 2016
due to heroin, fentanyl and carfentanil overdoses —a 171% increase from 2015.
According to a Health Care District source, over one weekend in November 2016,
there were over 140 overdose cases in one hospital emergency room within the
County. Our neighborhoods and families also continue to be impacted by the
devastating impacts of crack cocaine and the abuse of other illicit drugs.

A report and analysis on this critical situation has been requested by the Board of
County Commissioners. Delivery of this report and comprehensive staff
recommendations building on the work of the Heroin/Opioid and Sober Homes
Task Forces and strategies recommended by the National Association of Counties
and League of Cities is expected in March 2017. The report will include
identification of additional resources needed to respond to the epidemic and
recommendations related to funding by the Board of County Commissioners and
external sources including the Health Care District, Palm Beach County Sheriff’s
Office, and the Southeast Florida Behavioral Health Network.

In advance of the presentation of the report, you have requested preliminary budget
estimates that can be presented to the BCC in the upcoming budget retreat. For
purposes of the retreat the following is being proposed.

Funding for response to Heroin/Opioid Epidemic and Substance Abuse:
Current Year Budget (FY 2017) - $1 Million
Next Year’s Budget (FY 2018) - $2 Million

These funds will be designated to implement an action plan approved by the Board
of County Commissioners and subsequently by other governmental agencies and
community organizations. The action plan will include response and prevention
components including education, treatment expansion, harm reduction, as well as
regulatory and enforcement strategies. The requested amounts also include
additional funding for the Medical Examiner’s office and for a high level position
to be the County’s dedicated point person for plan implementation and grant
application.



SFWMD Land Purchase

SFWMD has asked the County to participate in a sale of the jointly
owned 570 acre McMurrain Farm property. It has been suggested that
the County consider avoiding a sale of this property by “buying out”
SFWMD’s 61% interest in the property.

SFWMD has obtained appraisals valuing SFMWD’s interest in the
property at $9,129,000. SFWMD has indicated they may be willing to
accept less than appraised value. Assuming for purposes of discussion
that SFWMD would accept 90% of appraised value, this buy out would
require a cash payment of $8,216,000. There are no bond funds
remaining.

10
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Palm Beach County

FY 2018 Preliminary Budget Estimates
Major Assumptions and Impacts

Sources of Funds
Property Values up 6% at current rate
Major Revenues (Including Gas Tax)

Statutory Reserves
Fund Balance
Total Available Sources at current rate of 4.7815

Uses of Funds
Sheriff
Normal Increase
Sheriff (Supplemental - 30 Deputies)
Impact of FRS Rate Increase
Total Sheriff Impact

Other Constitutional Officers - 3.5%
Tax Collector - New PGA Facility (58 million estimate)

BCC Departments
3% ATB
FY 2017
CWA 2% 10/1 & 2% 4/1 (Total 4%)
Fire Rescue 3% plus step
Non-Bargaining 3%

Health Insurance - 7% increase
Other Base request increases
Supplemental Increases

Total BCC Department Impact

Non-Departmental

Capital Project Funding Per CIP

SFWMD Land Purchase

CRA Payments

FAA Additional Funding - 3% Increase

General Fund Debt Service

Appropriated Reserves to maintain 8%

Emergency Homeless Prevention

Heroin/Opioid Epidemic Funding
Total Non-Departmental Impact

Total Required Uses
Projected Shortfall at current rate

Notes:

FY 2018
2% plus reopener
3% plus step
3% Proposed

Millions
S 47.4 (1)
7.5
S 549
S (2.7)
S (11.0)
S 41.2
S 25.0
4.0
3.0
S 320
2.0
6.0
S 6.5
29
2.0
4.0
S 154
S 15.0
9.0
4.0
0.4
(7.2)
6.0
0.6
2.0
S 29.8
S 85.2
S 440

(1) Each additional 1% increase in property values generates $7.5 million in taxes (net of statutory reserves)

14
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OFFICE OF INSPECTOR GENERAL
PaALm BEACH COUNTY

John.A. Carey Inspector General
Inspector General Accredited
Date: February 9, 2017
To: Ms. Verdenia Baker, County Administrator

Board of County Commissioners

CC: Inspector General Committee
From: John A. Carey, Inspector General
Subject: Office of Inspector General Funding Proposal

| appreciate the support the Office of Inspector General (OIG) has received from the
Board of County Commissioners (BCC) and County leaders in the two and a half years
that | have served as the County IG. Now that the lawsuit regarding the funding of the
OIG is over, | look forward to working with the County in fully funding the OIG to provide
sufficient OIG service to the citizens of Palm Beach County.

Overview

With the County’s decision to not appeal the Fourth District Court of Appeal’s decision
of December 21, 2016, the OIG requests the BCC fund the OIG at a sufficient level of
staffing required to provide adequate OIG oversight to the County, Solid Waste
Authority (SWA), Children’s Services Council (CSC), and the 39 Palm Beach County
municipalities. While the BCC has approved a total of 40 positions (FTEs), currently
only 23 positions are funded. | understand that the Court’s ruling places an unexpected
requirement.  Consequently, we have reviewed our staffing requirements and
determined that while 40 positions would provide optimal oversight for those
organizations under our jurisdiction, 33 positions would provide a minimally acceptable
amount of oversight. This is an additional 10 positions to the current staff of 23.

We propose a gradual staffing increase for the positions beginning in FY 2018 as

follows: an increase of four (4) positions in FY 2018, and additional three (3) positions in
FY 2019, and an additional three (3) positions in FY 2020.

“Enhancing Public Trust in Government”

PO Box 16568, West Palm Beach, FL 33416-6568
Email: inspector@pbcgov.org Website: http://www.pbcgov.com/oig/
Office: (561) 233-2350 Hotline: (877) 283-7068 Fax: (561) 233-2370
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The following will provide the background, briefly describes the establishment of the
OIG and subsequent lawsuit, followed by our justification for the funding. The attached
enumerates some of our major accomplishments and return on investment to county
taxpayers while functioning at just over half staffed. It presents a breakdown between
work performed for the County, SWA, CSC, and the Palm Beach County municipalities.
This breakdown further demonstrates the need for additional funded positions to provide
adequate OIG coverage for the municipalities.

Background

The OIG was established after a grand jury report issued in early 2009 cited repeated
incidences of corruption among several members of the Palm Beach County BCC and
the West Palm Beach City Commission. In response to that report, the County and
various community leaders began a comprehensive effort to develop an ethics initiative
aimed at promoting public trust in government and establishing a more transparent
operating model for its citizens. In December 2009, the BCC adopted an Ordinance
that established the OIG to oversee County government.

In November 2010, 72% of the voters approved a countywide referendum to amend the
County Charter and permanently establish the OIG. At the same time, a majority of
voters of each of the 38 municipalities approved an expansion of OIG jurisdiction to
cover all municipalities within the county. The ballot question posed to voters specified
that the OIG would be, “funded by the County Commission and all other governmental
entities subject to the authority of the Inspector General.”

On May 17, 2011 and December 20, 2011, the BCC recognized our requirements and
approved a staffing/funding level of 40 positions for the OIG to provide oversight for the
County, SWA, CSC, the Health Care District, and 38 Palm Beach County municipalities
(prior to the establishment of the City of Westlake).

On November 14, 2011, fifteen municipalities filed a Complaint against the County
disputing the mechanism for funding the OIG. On March 12, 2015, the trial court
entered Final Judgment against the municipalities. On December 21, 2016, the Fourth
District Court of Appeal issued an opinion reversing the trial court's final judgment and
concluded that the doctrine of sovereign immunity bans the County from charging
municipalities to support the cost of maintaining the OIG. The Fourth District Court of
Appeal did not consider the question of whether the charges constituted a valid user fee
or regulatory fee. The County decided not to appeal this decision to the Florida
Supreme Court.

The municipalities acknowledged and accepted jurisdiction and authorities of the OIG
before both the trial and appellate courts. The only issue was who would fund the
office.

17



Analysis

The BCC previously recognized the staffing requirements and approved a
staffing/funding level of 40 positions for the OIG to adequately provide oversight to the
County and the municipalities. The County spent thousands of dollars and hundreds of
hours in the litigation process to support adequate OIG funding, which the County and
the OIG agreed at 40 funded positions. Therefore, it is our opinion that the County’s
decision not to challenge the Fourth District Court’s decision regarding the contribution
by the municipalities was a concession that the issue of who funds the OIG is settled:
the County.

OIG Budget Increase Request for FY 2018, FY 2019, FY 2020

Although the County has agree that 40 positions are needed to fully staff the office, in
order to help alleviate the unforeseen burden on the County, we propose an incremental
increase to the OIG staff from its current 23 positions to a total of 33 over a three year
period. Our proposal for a phased increased is as follows. The figures below estimate
the costs to fund positions. A complete operating budget for FY 2018, which includes
the additional funded positions will be provided for the County’s FY 2018 build.

FY 2018 FY 2019 FY 2020

4 additional positions 3 additional positions 3 additional positions

Estimated increase for | Estimated increase for | Estimated increase for
these positions: $403,725" | these positions: $284,582 | these positions: $310,2502

OIG Budget / Personal Services and
Operational Expenses
B 5 L 40 P
U s o
a 4 B
g 35 20 j
e 3 = 751 10 t
¢ 25 = - :
2 + b - g —+ 0
2017 Current 2018 2019 2020 o
$ Budget/Funder n
M Positions s
Fiscal Year

! The figures set forth in the charts represent salary plus benefits.
* variances in the actual position pay levels account for the difference in costs for 3 positions in FY 2019 and FY
2020, as well as in the following funding estimates.
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General Justification

The BCC has previously recognized our requirement to provide adequate oversight for
the entities under our jurisdiction by approving 40 positions on May 17, 2011 and
December 20, 2011. With exception of three (3) fewer positions (as the Health Care
District is no longer under OIG jurisdiction) the remaining 37 staffing requirements still
exist for a full service OIG.

The OIG provides independent oversight service to the County’s population of 1.42
million citizens in guarding taxpayer dollars, promoting integrity, transparency, and
accountability in government. This includes:

- PBC, Municipalities, SWA, and CSC annual budgets of approximately $7.5B

- PBC, Municipalities, SWA, and CSC employ approximately 13,000 people
(excluding part-time, seasonal, and contract employees)

- PBC, Municipalities, SWA, and CSC auditable units identified: 789

- Oversight of billions of dollars of contracting activities
Comparison of the Palm Beach County OIG to Miami-Dade OIG

The Palm Beach County OIG was created largely after the model of the Miami-Dade
OIG. Both offices were established to provide OIG oversight to their respective county
governments. The 2010 voter referendum expanded the Palm Beach County OIG’s
jurisdiction and responsibilities to the 38 (now 39) county municipalities. This wider
span of organizational oversight is one of the major differences between the two offices
and increases the need for additional staff and resources. Each Palm Beach County
municipal entity has its own unique operations and processes which take additional staff
time to review and evaluate, which increases the need for additional staff.

The following two charts demonstrate Palm Beach County OIG has jurisdiction over
organizations with an overall higher budget than Miami-Dade OIG, yet has a lower
operating budget to perform its mission.

e - .

Comparison of Jurisdictional Comparison of OIGs' Operational
Budget Oversight Budgets
($ Billions) ($ Millions)
M 9 M 8 1 p
i 8 V74 B
a7 a s 4
m 6 m g J c
i b i 4 o
4 - e i
B 3 D
a 21 Bie T ';'
a4 d 14 ;
& O &, 0 -
Government Budgets OIG Budgets
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The following two charts demonstrate Palm Beach County OIG has a larger span of
jurisdictional oversight than Miami-Dade OIG, yet has a lower staffing level.

Comparison of OIGs' Span of Comparison of OIGs' Authorized
Oversight Staffing Levels
(Jurisdisctional Unit Oversight) i A
i M 35 - P
|\iﬂ 40 P i e B
< a6 - B a
m 3 ] Gl c
i 25+ c T t:
o
i 20 = B i <
4 15 1 n a | t
d 10 t a ' y
e y ol 1
0
Specific Justification per OIG Operating Division of the 10 Positions
Investigations Division: 4 Investigators
FY 2018 FY 2019 FY 2020
2 additional positions 1 additional position 1 additional position
Estimated increase for | Estimated increase for this | Estimated increase for this
these positions: $201,583 position: $76,304 position: $100,792

Description of ltem

The OIG is requesting four additional positions (FTEs) for the Investigations Division.
The requested positions will be addressing areas of potential fraud and waste that affect
taxpayers to the County, as well as the thirty-nine (39) municipalities, SWA and CSC.

Justification

The additional staff will be able to address the backload of complaints that have come
into the OIG through its Hotline program. Additionally, several cases have been open,
but have not been further investigated due to a lack of investigators. The current open
investigations are significant and in other OIGs are usually investigated by teams of
investigators in order to complete them in a timelier manner. These additional
investigators will allow the OIG to adequately address all Hotline complaints in a timely
manner.

Modern investigation units have seen that proactive data mining and data analysis is
overall more efficient and effective in detecting fraud, waste, and abuse in
organizations. The Investigations Division would use one of these investigator positions
to use technology to more proactively identify potential fraud, waste, and abuse in
government to find fraudsters, bring them to justice, and return taxpayer dollars.

20




The Investigations Division would proactively monitor red flag indicators including:
e Bid Rigging

Price Fixing

Customer or Market Allocation

Repeated Awards to the Same Entity

Competitive Bidder Complaints or Protests

Complaints about Quality and Quantity

Multiple Contracts Awarded Below the Competitive Threshold

Abnormal Bid Patterns

Awards to Bidders that are not the Lowest Bidder

Contract Scope Changes, Change Orders, and Contract Amendments

Numerous Post-Award Contract Change Orders

Contractor Giving Money or Things of Value to a Government Employee or

Elected Official

Consulting Contracts or Vendors Which Have No Apparent Business Need or No

Real Work to Show

Payments to “Shell” Companies

Employees or Vendors Having Similar Names to Government Officials

Non Payment of Worker Compensation Insurance Premiums

Non Payment of State Unemployment Tax

Non Payment of Federal Employment Tax

Use of Undocumented workers

Non Compliance of the Living Wage Ordinance

When the voters approved the One-Penny Sales Surtax, the taxpayers also increased
the need for OIG oversight. With over one billion dollars designated for capital
investments, the level of potential fraud and waste increases significantly.

Audit Division: 4 Auditors

FY 2018 -FY 2019 FY 2020

1 additional position 1 additional position 2 additional positions
Estimated increase for this | Estimated increase for this | Estimated increase for
position: $107,486 position: $107,486 these positions: $209,458

Description of Item
The OIG is requesting a total of four additional positions (FTEs), which includes three

auditors and one Information Technologies (IT) auditor, to meet the needs of, and fulfill
the purpose of, the audit function within the OIG.

Justification for three auditors
This request will allow the OIG to better fulfill its purpose of promoting economy,
efficiency, and effectiveness in the administration of and, as its priority, to prevent and
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detect fraud and abuse in programs and operations administered or financed by the
County or municipal agencies, through independent audits.

The current level of staffing in the Audit Division is not adequate to perform the
responsibilities delineated in the IG Ordinance. The OIG jurisdiction currently includes
the County, 39 municipalities, Solid Waste Authority, and Children Services Council, or
789 auditable units (divisions, departments, and functions currently identified). From
2011 through 2016, the small staff in the Audit Division has only been able to perform
three audits involving the County, and 20 Audits involving municipalities. Although the
Audit Division's small staff has issued 23 reports, made 343 recommendations, and
found $12.4 million in questioned costs, identified costs and cost avoidance since
inception, six auditors is not adequate staffing to (1) provide audit coverage of all
auditable units, or to (2) meet the needs of, and fulfill the purpose of, the audit function
as established by Ordinance.

This is especially true in light of the recent additional one percent sales tax increase.
The County and municipalities are forecasted to collect and expend more than $1.3
billion over the next 10 years, for infrastructure capital projects. The County is expected
to receive approximately $810 million, and the 39 municipalities are expected to receive
approximately $540 million from the additional one percent sales tax. The County and
municipalities plan to use the revenue to engage in a variety of construction projects.
Construction contracts, especially involving large projects, are inherently risky.
According to a 2014 Global Fraud Study by the Association of Certified Fraud
Examiners, a typical organization loses approximately five percent of all revenue to
fraud. The study also found that industries with relatively high proportions of corruption
schemes included the construction sector, with a median loss of approximately
$245,000. Therefore, millions of dollars of additional taxpayer funds will be potentially
at risk over the next 10 years. To fulfill the OIG responsibilities, the Audit Division plans
to regularly perform audits of large and risky construction projects. Without additional
auditors, these critical audits will not be able to be performed, and potential fraud,
waste, and non-compliance will not be identified.

Description of ltem

We are requesting one position (FTE) for an Information Technology (IT) Auditor to
focus on audits to reduce cyber risks which will help protect taxpayer funds, sensitive
information, and reduce the potential for security breaches.

Justification:
Cyber risk is the risk of financial or physical loss, disruption of service, or damage to an
organization’s assets or reputation from some sort of failure of its information
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technology systems. Cyber threat and breaches pose some of the most serious
economic and security challenges with technology improvements and limited budgets.
Based on a 2016 IBM Report, the average total cost of a data breach is over
$7,000,000 with an average cost of $221 per lost or stolen record. Government
information systems, and the information they hold, are increasingly becoming targets of
cyber-attacks with an estimated 7% increase for breach attempts. As the attacks
increase, the security incidents have resulted in loss of sensitive data such as the 2015
IRS breach that compromised 700,000 taxpayer accounts and the U.S. Office of
Personnel Management data breach that compromised 22 million current and former
government employees. This resulted in system shut downs, failure of websites and
computer systems, disruption of operations, and penalties for each record stolen.

The recent data and cyber breaches at several government agencies underscore the
importance of securing government systems and protecting sensitive information. The
County and other government entities in Palm Beach County rely heavily on complex
information systems and network servers (infrastructure) to carry out their daily
operations and support government programs. As a result of the increased risk and
sensitive nature of the information maintained in the government environment, the OIG
is requesting one additional full-time employee to conduct audits, evaluations, and
inspections of the various government entities IT programs and cyber risks to include,
but not be limited to, the assessment of:

o Security of IT physical assets that operate critical cyber infrastructure and
networks;

o Effectiveness of the IT security programs by conducting technical vulnerability
assessments and tests of information systems and computer networks;

e Security of mobile devices;

e Security and privacy of information managed by cloud-computing providers;,

o Capability to detect, respond to, and recover from IT security incidents;

e Proper collection or disposal of digital data; and,

e Governance model for IT assets and programs to determine if the model
promotes effective IT security and the efficient use of public funds.

Contract Oversight Division: 2 Contract Oversight Specialists

FY 2018 FY 2019 FY 2020

1 additional position 1 additional position 0 additional positions
Estimated increase for this | Estimated increase for this

position: $94,656 position: $100,792
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Description of Item

The Contract Oversight Division is requesting two additional Contract Oversight
Specialist positions (FTEs) to meet the needs of, and fulfill the purpose of, the contract
oversight function within the OIG.

Justification

Anytime taxpayer funds are distributed to third parties, such as grantees and
contractors, there is an inherent risk of fraud, mismanagement, and abuse. Since its
inception the Contract Oversight Division has identified nearly $20 million in funds as
Questioned, Avoidable, or Identified Costs. This has been with a skeletal staff attending
some contract selection committees and responding to citizen complaints. Additional
staff would facilitate a larger presence in contract selection committees and a more
timely review of complaints. This is critical in determining fraud and/or internal control
recommendations to promote efficiency and effectiveness.

These additional positions would increase oversight of contracts and projects identified
as high-risk. A recent study by the Contract Oversight Division has found that a number
of contracting entities lack written guidelines and procedures in the area of
Procurement. And in another OIG review, we found a significant number of contracting
entities have no policy and procedures for contract monitoring, no tool or mechanisms
to measure a contract's risk, and no training of staff in the area of contract
management. This is exposing these entities to increased risk of fraud and waste.
Existing Contract Oversight staff divide their time among the 39 municipalities, the
various County departments and the two contracted entities. Further, the Contract
Oversight staff provides limited oversight in the award phase of contracting and the post
award phase in which contracts are monitored and managed.

The recent approval of the Penny Sales Tax initiative in Palm Beach County represents
an approximate increase of $1.35 Billion over the course of the next ten years. A
majority of this spending will be for projects which will be contracted and thereby
requiring oversight. Funding of these requested positions will allow a much more
rigorous oversight of the procurement and contract management activities within the
municipalities, the County.
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ATTACHMENT: SUCCESES AND RETURN ON INVESTMENT
ON A PARTIALLY FUNDED OIG

Return on Investment for Partial Funding the OIG

The following chart demonstrates the return on investment the County and the
municipalities receive from a partially funded OIG.

Questioned Costs incurred pursuant to a potential violation of
law, regulation, or policy; lack of adequate documentation; or, where
the intended purpose is unnecessary or unreasonable.

Poteniial Cost Savings identified for return to offset the
taxpayers' burden or in the future if the OIG's recommendations
are implemented.

Cases Referred to, or actions taken by, law enforcement,
County, or State Commissions on Ethics.

Recommendations/Corrective Actions that the OIG
recommends the entity take to improve operations, prevent fraud,
waste and abuse, or address administrative misconduct.

uYvY

Updated 1/18/2017

Additionally, metrics are difficult to measure for fraud, waste, abuse, and misconduct
prevention. The fact that Palm Beach County has not seen the type of corruption in
senior public officials that was experienced prior to the establishment of the OIG, and
the Commission on Ethics may be a partial result of these organizations’ work (including
findings and implemented recommendations, community outreach and education as to
what constitutes unethical behavior, and mere presence as a watch dog. The citizens
want our leaders to be held accountable, so it is imperative that our office has all the
tools it needs to detect, deter, prevent and eradicate fraud, waste, and abuse. A county
that promotes ethics, transparency, and accountability in government creates a healthy
business environment for local companies, creates an atmosphere that benefits the
tourism industry, and enhances public confidence in government.
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Comparison of OIG Service to County and Municipalities

County government, SWA, and CSC

The 38 municipalities (now 39)

Investigation Reports: 54 (57%)

Investigation Reports: 41 (43%)

Complaints Received: 488 (34%)

Complaints Received: 955 (66%)

Correspondences Received: 540 (37%)

Correspondences Received: 910 (63%)

Audit Reports: 9 (38%)

Audit Reports: 15 (62%)

Contract Oversight Reports: 20 (39%)

Contract Oversight Reports: 31 (61%)

When the OIG was established in 2010, investigations were the first activities conducted
by the OIG, and only for the County until after the implementationof the November 2010
voter referendum that brought OIG jurisdiction to the municipalities. Audits began in
2011. These two facts account for the higher number of investigation reports for the

County.

OIG Reports to County and Municipalities

0 A —
Investigation Reports

e

—

Audit Reports

R

Contract Oversight
Reports

Complaint and Correspondences
Related to County and Municipalities

Complaints

Correspondences
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Comparison of OIG Return on Investment

for the County and Municipalities

County government, SWA, and CSC

The 38 municipalities (now 39)

Questioned Costs: $5,262,987 (21%)

Questioned Costs: $19,494,994 (79%)

Potential Cost Savings: $6,087,227 (28 %)

Potential Cost Savings: $15,878,957 (72%)

Return on Investment in Dollars

Related to County and Municipalities
c ($ Millions) C
o $20 —- i
u $15
n $10
t $5
y $0 A .

Questioned Costs Potential Cost Savings

County government, SWA, and CSC

The 38 municipalities (now 39)

Cases Referred to, or actions taken by,
law enforcement, County, or State
Commissions on Ethics: 43 (38%)

Cases Referred to, or actions taken by,
law enforcement, County, or State
Commissions on Ethics: 69 (62%)

Recommendations to bring into
compliance with laws/policies; address
misconduct, improve operations; or
prevent fraud, waste, and abuse: 240

(41%)

Recommendations to bring into
compliance with laws/policies; address
misconduct, improve operations; or
prevent fraud, waste, and abuse: 344

(59%)

Referrals Return on Investment
Related to County and Municipalities

Commissions of Ethics

C 400 e C
O 300 — 8
U 200 S—
n 100 i
| , e
y Referrals to Law Enforcement or Recommendations to bring into &

Compliance or Improve Ops

At the end of the day, the OIG is the citizens' independent champion promoting

accountability, transparency, and integrity
government.

in government. It enhances ftrust in
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Current OIG Funded Staffing Level at 23 Positions

Office of Inspector General Palm Beach County
Organizational Chart

“Enhancing Public Trust in
Government”

Current Budget
23 Full Time Staff

January 2017
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40 Positions Previosly Approved by the PBC Board of County Commissioners Prior to the
Lawsuit Filed by the 15 Municipalities. This structure Currently Exists, but only 23 Positions
are Funded Due to the Lawsuit.

Office of Inspector General Palm Beach County
Organizational Chart

“Enhancing Public Trust in
Government”
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