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To the Engineer and Residents of Hamilton County:

In August of 2004, the Hamilton County Engineer’s Office contacted the Auditor of State’s
Office (AOS) to initiate a performance audit. Fieldwork began in November of 2005. Hamilton County
had undertaken a series of operational audits to determine efficiency and, as a separately elected public
official, the Hamilton County Engineer selected AOS as the auditing organization to conduct a
comprehensive examination of the efficiency of his Office’s operations. Based on discussions with the
Engineer, seven functional areas were selected for assessment: organizational function, human resources
management, financial management, administration, infrastructure improvement/project initiation/project
management, infrastructure maintenance, and information technology/records management. These areas
were selected because they are important components of Office’s operations.

The performance audit contains recommendations which identify the potential for cost savings
and efficiency improvements. The performance audit also provides an independent assessment of the
Office’s operations and a framework for strategic and budgetary planning to help continue a high level of
public service and safety. While the recommendations contained within the performance audit are
resources intended to assist in improving Office operations and performance, the Engineer and his staff
are encouraged to assess overall operations and develop other alternatives independent of the performance
audit.

An executive summary has been prepared which includes the project history; an Office overview;
the scope, objectives and methodology of the performance audit; and a summary of noteworthy
accomplishments, recommendations, and financial implications. This report has been provided to the
Hamilton County Engineer’s Office and its contents discussed with the appropriate officials and Office
management. The Office has been encouraged to use the results of the performance audit as a resource in
improving its overall operations, service delivery, and financial stability.

Additional copies of this report can be requested by calling the Clerk of the Bureau’s office at
(614) 466-2310 or toll free at (800) 282-0370. In addition, this performance audit can be accessed online
through the Auditor of State of Ohio website at http://www auditor.state.oh.us/ by choosing the “Audit
Search” option.

Sincerely,

oty Iwtgmsny

BETTY MONTGOMERY
Auditor of State

October 4, 2005
B& E. Broad 5t / PO, Box 1140/ Columbus, OH 43216-1140

Telephone: (614} 466-4514 {800} 282-0370 Fax: (614} 466-4490
www.auditorstate.oh.ug
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Executive Summary

Project History

The Hamilton County Engineer’s Office (HCEO) engaged the Auditor of State’s Office (AOS)
in August, 2004 to conduct a performance audit of its operations. Hamilton County had
undertaken a series of operational audits to determine efficiency and, as a separately elected
public official, the Hamilton County Engineer selected AOS as the auditing organization to
conduct a comprehensive examination of the efficiency of his Office’s operations. The
performance audit was designed to identify areas of strong performance and, in areas where
efficiency could be improved, provide recommendations to optimize operational and service
levels. Fieldwork on the audit began in early November 2004 and concluded in May of 2005.

Overview of the Hamilton County Engineer’s Office

Hamilton County (the County) was formed by proclamation on January 2, 1790. Hamilton
County is situated in the extreme southwestern corner of the State of Ohio and covers an area of
414 square miles. Within the County are 37 municipalities, including 21 cities, 16 villages, and
12 townships. Hamilton County is the third largest county in the State in terms of population.
The County’s urban centers include Cincinnati and several large unincorporated townships. A
popularly elected three-member Board of Commissioners (the Commissioners) governs the
County which has an estimated population of 814,611."" Other elected officials manage various
segments of County operations, including the Auditor, Treasurer, Recorder, Clerk of Courts,
Coroner, Engineer, Prosecuting Attorney, Sheriff, Common Pleas Court Judges, Probate/Juvenile
Court Judges, and Municipal Court Judges. Although elected officials manage the internal
operations of their respective departments, the Commissioners serve as the taxing and
contracting authority for the County and are responsible for approving expenditures and adopting
annual operating budgets.

Hamilton County is primarily an urban and suburban community with a significant service and
durable goods manufacturing presence. For example, the County is home to several large
manufacturing companies, including Procter & Gamble, Johnson & Johnson, and General
Electric. In addition, the County’s service industries include American Financial Group, Fifth
Third Bancorp, and the Kroger Company. The County has a tax base of approximately $14.5
billion. As of May 2005, Hamilton County’s unemployment rate was 5.6 percent, which has
remained consistent since 2002 (5.1 percent).

! Ohio Department of Development, Office of Strategic Research: Ohio County Indicators (August, 2004)
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HCEO serves the citizens of Hamilton County by maintaining roadways, bridges, and other
transportation infrastructure, surveying, and assisting with the maintenance of the County’s tax
map. Specific responsibilities include roadway and bridge design, construction, inspection,
maintenance, and study, which result in safety improvements to the roadway infrastructure.
HCEO provides survey-related services which include surveying, record keeping, providing tax
maps, reviewing deeds, and maintaining necessary data for the Cincinnati Area Geographic
Information System (CAGIS), which is used by other stakeholders including the County Auditor.

HCEO employs 178 full-time and 45 part-time and seasonal individuals, or 186.8 full time
equivalents (FTE’s), including seasonal, part-time, and co-op students, to carry out Department
operations. HCEO reduced its staffing level from 260 employees in the 1980s to the current level
through early retirement incentives and combining positions. During the period of staff
reductions, HCEO was able to add functions to its operations such as additional snow and ice
control responsibilities and storm water management.

HCEQO is responsible for about 450 bridges, and over 500 miles of public roads within Hamilton
County. Compared to other metropolitan county engineer offices, HCEO has a greater scope of
responsibilities because of the large amount of infrastructure in townships and unincorporated
areas. Also, HCEO has contracted with ODOT to fulfill snow and ice control on State roads
within the County’s boundaries—a relationship that has benefited both organizations. The
Engineer’s Office maintains highly collaborative relationships with the small governments it
serves and regularly coordinates infrastructure improvement projects between client
governments to ensure the greatest value is obtained from improvement efforts. It also provides
training to all government employees responsible for snow and ice control within the County and
its municipalities through an annual program. Finally, HCEO has actively pursued and obtained
internal contracts with other County agencies to maintain their vehicles at HCEO’s vehicle
maintenance facilities.

Overall HCEO appears to be operating under a number of best practices and seeks to work in
concert with other governmental entities. Operations are efficient and effective, and reflect
innovative practices within the area of infrastructure improvement and maintenance. New duties,
including coordinating the Hamilton County Storm Water District, have created some challenges
within the organization, as have stagnant revenues and increased responsibilities related to
maintaining an aging infrastructure. Like other engineer’s offices within Ohio, HCEO is
concerned about its ability to address road and bridge conditions in the future as funding
available for replacement and repair projects is not expanding to meet demands.
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Objectives, Scope, and Methodology

A performance audit is defined as a systematic and objective assessment of the performance of
an organization, program, function, or activity to develop findings, conclusions, and
recommendations. Performance audits are usually classified as either economy and efficiency
audits or program audits. While economy and efficiency audits consider whether an entity is
using its resources effectively; program audits are designed to determine if the entity’s activities
or programs are effective, if entity goals are proper, suitable, or relevant, and if goals are being
achieved. This audit contains elements of both an economy and efficiency audit and a program
audit.

This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards. Audit work was conducted between November 2004 and May 2005 and
examined 2003 and 2004 data. To complete this report, auditors gathered and assessed data from
various areas, conducted interviews with Department staff, and compared requested information
with engineer’s offices in other counties, including Franklin, Montgomery, and Summit. Best
practice information was also collected from the Ohio Department of Transportation (ODOT), as
well as the University of Alabama’s Department of Industrial Engineering, the Government
Accountability Office (GAO), the Government Finance Officers Association (GFOA), the
Federal Highways Administration, and the International City/County Management Association
(ICMA).

Recommendations contained within this report are intended to streamline and improve the
Engineer’s Office operations. Specifically, these recommendations seek to assist the Department
in achieving its informal mission to “provide efficient, safe, and effective service with respect to
the traveling public through cooperation and coordination with various jurisdictions and
citizens.” Based on discussions with the County Engineer, the following areas were identified
for review in this performance audit:

Organizational Function;

Human Resource Management;

Financial Management;

Administration;

Infrastructure Improvement, Project Initiation, and Project Management;
Infrastructure Maintenance; and

Information Technology and Records Management.

The performance audit process involved significant information sharing with Office personnel,
including preliminary drafts of findings and recommendations as they were developed.
Throughout the engagement, regular discussions were held and a formal status meeting was
conducted to update the Engineer’s Office on key issues and recommendations impacting
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selected areas. Finally, the Department provided written comments in response to various
recommendations which were taken into consideration in the reporting process.

The Auditor of State and staff express appreciation to Hamilton County, the Engineer’s Office,
and the peers for their cooperation and assistance throughout this audit.

Comparative Statistics

In order to gain a general understanding of HCEO’s performance in relation to peer engineers’
offices, information has been gathered for comparison in a variety of areas. Statistical data
contained within this performance audit is reported on a calendar year basis. Table 1-1
benchmarks the performance of HCEO against the peers in 2003.

Table 1-1: Engineer’s Office and Peer Operating Statistics

Peer
HCEO FCEO MCEO SCEO Average
General Fund Expenditures ' $29,574,225 | $46,602,975 | $12,160,552 | $10,837,221 | $23,200,249
Population
514,018 366,846 392,883 325,825 361,851
Lane Miles
1,157 610 726 483 606
Registered Vehicles
765,445 1,100,170 532,604 534,258 722,344
Total FTEs
186.8 192.9 121.4 151.1 155.1
General Fund Expenditures
per Lane Mile $25,561 $76,398 $16,750 $22,437 $38,529
General Fund Expenditures
per Registered Vehicle $38.64 $42.36 $22.83 $20.28 $28.49
Population per FTE
2,752 1,902 3,236 2,156 2,431
Lane Miles per FTE
6.19 3.16 5.98 3.20 4.11

Source: Hamilton County and peer engineers’ offices
" Due to information availability, 2003 data was used.
2 Based on Ohio Department of Development population estimates for 2003 less major municipal populations.

HCEO has the second highest General Fund expenditures, registered vehicles, and total FTE’s
and is approximately 27 percent, 6 percent, and 20 percent higher than the peer average,
respectively. HCEO’s population per FTE ratio (2,752 persons to 1 FTE) is favorable compared
to the peer average (2,431 persons to 1 FTE). Other favorable comparisons are General Fund
Expenditures per lane mile and lane miles per FTE. However, HCEO’s General Fund
expenditures per registered vehicle ($38.64 per registered vehicle) are higher than the peer
average ($28.49 per registered vehicle).
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Noteworthy Accomplishments

This section of the executive summary highlights specific HCEO accomplishments identified
throughout the course of the audit.

. Organizational Function: HCEO aggressively identifies opportunities for resource
sharing with the State of Ohio’s Department of Transportation. HCEO and ODOT have
developed an innovative and cost-effective cost-sharing arrangement to fulfill snow and
ice control functions on state routes in Hamilton County. HCEO provides snow and ice
control functions under contract to ODOT based on a proportional cost of the service.

. Financial Management. HCEO coordinates all grant approvals through the HCEO
Budget Department. With the improved communication and coordination, the Budget
Department will be able to more efficiently account for expenditures and produce a more
accurate and effective budget.

. Human Resources: HCEO has consistently adjusted staff to match the needs of the
organization. In 1985, HCEO had 260 employees. By implementing new technology,
operations improvements, and organizational revisions, HCEO has trimmed its staff to
186.8 full time equivalent employees.

. Infrastructure Maintenance: Several noteworthy accomplishments have been identified
in this area. HCEO has applied multiple strategies to reduce “deadhead” miles on snow
routes and increased the efficiency of filling its salt domes through purchase of an
automated conveyor. HCEO has developed a best practice to simplify culvert
inspections. In addition, it is retrofitting its traffic signals with high efficiency light-
emitting diodes (LED), which burn brighter and use 80 percent less electricity. Further,
the road striping cost per mile is lower than many other local entities in the County which
has allowed HCEO to increase the number of striping contracts with local entities.

Kev Recommendations

The performance audit contains several recommendations pertaining to the Hamilton County
Engineer’s Office operations. The following are the key recommendations from the report.

Organizational Function

. Develop, implement and monitor performance measures for all departments and
functions. HCEO could implement this recommendation using current resources,
although it would need to allocate time for the development of the benchmarks and
measurement system.
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Financial Management

. Present a financial budget document that shows its combined sub-funds and
provides a beginning and ending fund balance. Employing this format will provide
users with financial information on total HCEO operations.

] Consider using a performance based budget system to enhance the internal
budgeting process. Implementing a performance-based system could aid HCEO in
more easily achieving its goals and objectives by allowing the Office to focus on
those functions or departments that may not have positive performance feedback.

. Develop and maintain a two-year forecast. HCEO’s forecast should include detailed
assumptions that support its projections and be made available to all office decision
makers, as well as the public through its website.

Human Resources Management

. Seek to negotiate a reduction in the maximum number of accrued but unused sick
leave hours paid out at retirement during the next round of collective bargaining
negotiations. Using an average sick leave payout from the last two years of
$138,549, HCEO could achieve a cost avoidance of approximately $97,750 per year,
depending on the number of retirements during the year.

During the course of the audit, HCEO negotiated a reduction in unused sick leave
paid out at retirement for new hires.

. Broaden the staff to supervisor span of control ratio from 2.81:1 to about 7:1 by
reclassifying 11 supervisory positions in the Maintenance and Operations/Roads
division. If salaries were reduced to the average of the highest annual staff wages,
HCEO could save approximately $33,500, annually, including retirement costs.

During the course of the audit, HCEQ began implementation of this

recommendation.
Administration
. Develop clear and concise mission, vision and value statements. These statements

should be developed by a representative group of HCEO staff and management and
approved by the County Engineer to ensure adequate inclusion of stakeholder
input.

Executive Summary 1-6



Hamilton County Engineer’s Office Performance Audit

. Adopt a formal strategic plan. The plan should include HCEO’s mission, vision and
value statements, concise and measurable goals and objectives, strategies, action
plans, responsible parties, timelines, as well as a process for implementing,
monitoring and updating the plan. By developing and implementing a strategic
plan, HCEO will clarify the organizations plans and ensure that key leaders are all
working towards the same results.

. Reform its management structure to support the implementation and execution of a
formal strategic plan. HCEO should clarify its departmental designations and
streamline the organization into four functional subdivisions; Operations;
Engineering; Human Resources; and Administrative Activities. Simplification will
ensure that departments do not have conflicting goals and that functions have
common benchmarks that reflect the performance of the entire function rather than
as segmented tasks.

. Adopt a formal plan for the replacement and retirement of vehicles and other
capital equipment. This plan should be linked to the strategic budgeting process
recommended in the financial operations section and should ensure that capital
assets are replaced at the most economical point in their life cycle. Replacement
cycles should be clearly established in policy so that related maintenance support
can be planned.

Infrastructure Maintenance

. Obtain training to fully use the functionality of its automated work order system to
enable performance measurement of its maintenance functions. The vendor for
HCEQ’s work order system estimates one-time training costs at $3,000 to $3,500.

. Consider adopting a uniform performance index to track the effectiveness of a wide
variety of maintenance functions within a central database. This system would
compare maintenance efforts to criteria for excellence, and allow HCEO
management to monitor progress toward achieving these goals and make necessary
adjustments. According to an ODOT consultant, the county could equip one of its
vans with the needed technology to capture survey data for approximately $5,000.

. Consider reducing its mowing frequency to a level commensurate with the peers and
industry practices, resulting in at least one less mowing cycle per season. Based on
current contract costs, reducing one mowing cycle would save $30,000 a year.

. Eliminate its contract for mowing and trimming vegetation behind its 106 miles of
guardrail. The current contract costs three times as much as standard roadside
mowing, largely due to the labor and equipment intensive duty of cutting back
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brush and trees behind the guardrails. Even with the up-front capital investment of
having to purchase three mowers at —a cost of approximately $75,000 each, it
appears the HCEO can recoup these costs from contract savings within two years.
It is estimated that eliminating the guardrail vegetation contract could
conservatively save $130,000 annually, less the investment in equipment.

. Prioritize completion of a central database of its 4,350 culverts, including
maintenance and operation needs. The completed database would help the Office
more effectively flag service needs to maximize the life expectancy of these
structures and the surrounding roads, and enhance work scheduling and budgeting.
The cost to hire a co-op student for a 3-month period to complete this task is $5,200.

Information Technology and Records Management

. Adopt a systematic four-year replacement cycle that is tied to its budgeting process
to upgrade its computing equipment. The average annual cost of replacing
computers is approximately $25,600.

. Consider using new technologies such as personal digital assistants (PDAs), Global
Positioning System (GPS) units, and electronic subdivision/survey reviews to make
work processes more efficient and generate more accurate data. Assuming HCEO
pilots a program using ten PDAs at a cost of $500 each and $35,000 for a fully
functional GPS system, it would incur an implementation cost of approximately
$40,000.

. Develop a disaster recovery plan to prepare the organization for recovery from a
breach in security, a natural disaster (fire, flood, etc.), or other catastrophic event as
quickly and efficiently as possible.

. Accelerate work on converting paper records to electronic format. Converting
records to electronic format should allow HCEO staff to search for information
quickly and efficiently while providing long-term operational cost savings. The cost
to HCEO would be approximately $19,500.

. Consider discontinuing the practice of manually updating the tax map. Updating
tax maps both manually and electronically adds an extra step to the process,
increasing the time and effort it takes to update the maps, as well as decreasing staff
productivity. Eliminating the need to update both paper and electronic documents
should improve operational efficiency and may result in cost savings.
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Additional Findings and Recommendations

Organizational Function

Improve coordination between departments by centralizing the location and access to all
original agreements. Additionally, HCEO should ensure that all formal relationships and
service agreements are documented in writing through a letter of understanding or
contract detailing the procedures, duration, and scope of the relationship. Increasing the
centralized management of agreements would also assist the departments by having
agreements readily accessible in the most up-to-date form. HCEO is currently
implementing a digitizing process for its archival documents.

Financial Management

Combine all contingency funds into one line item and budget all other expenditures at
normal levels. Budgeting in this manner will provide HCEO with a more accurate tool to
use when attempting to determine superior performing departments.

Implement formal grant seeking and application policies and procedures. These
procedures should require a quarterly review of funding opportunities, a prioritized list of
resources and contacts, a review of funding received by similar operations, and criteria
for pursuing grant funding. Formal grant seeking and application policies and procedures
should significantly improve HCEO’s effort to maximize funding support from grant
sources.

Increase efforts to negotiate higher levels of reimbursement from local governments and
other sources for services provided.

Administration

Prepare an annual report of performance in a format which is comprehensible to
stakeholders who do not have advanced knowledge of HCEO operations. The report
should include performance measures, criteria for evaluation, and broad
recommendations or insight into plans for the future. This type of feedback will be useful
in defining the strategic direction of the organization and developing a formal strategic
plan which adequately addresses the needs of stakeholders.

Create a formal succession plan to prepare for the potential departure of senior executives
and other employees with critical knowledge and skills. This succession plan should be
linked to the strategic plan and focus on both current and future organizational needs.
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Succession planning ensures that the organization has the right people, with the right
skills, at the right time for leadership and other key tasks.

Infrastructure Maintenance

. Adopt policies that define key infrastructure maintenance standards, and develop manuals
describing how to complete specific tasks more efficiently and effectively. HCEO
largely relies on the institutional knowledge of its staff to direct maintenance. However,
there is a short-term risk that during absences of key personnel, some of this critical
knowledge may not be conveyed. Moreover, as key management turns over, there is a
long-term risk for loss of this institutional knowledge if it is not well-documented.
Formally documenting its policy maintenance standards would ensure that activities are
performed to maximize infrastructure life while ensuring the safety of staff, contractors
and the traveling public.

. Continue maximizing its efforts to extend the county road pavement life-cycle. HCEO
should fully use all management data possible to ensure maximum efficiency and
effectiveness in its maintenance functions. It should schedule all levels of maintenance
activity through its pavement management system.

. Assess data from its work order and pavement management systems to determine
optimum criteria and time of year for crack sealing. In addition, it should develop a
policy that specifies the type of maintenance to be performed on cracked pavement and
when to perform it. If HCEO developed a set of criteria for resealing older pavements by
prioritizing these factors, it might be able to cost-effectively retard pavement
deterioration prior to repaving a road.

. Develop a salt application chart and/or decision matrix providing general guidance on
achieving effective and efficient application rates for various weather conditions.
General written guidelines on material application rates and decision trees provide
baseline guidance on the balancing of effectiveness and efficiency in snow/ice control.

. Standardize snow and ice control guide books for drivers across its three divisions.
Standardizing these booklets would ensure that all drivers, and their substitutes, receive
consistent written guidance from HCEO management on the numerous facets of snow
and ice control. By not having key procedures, safety precautions, emergency contact
information, and other data that is consistent in all regional snow manuals, HCEO
increases the risk of ineffectiveness or unsafe conditions.

J Develop an ongoing performance measurement program specifically for its snow and ice
control operations given the program’s substantial cost and direct impact on customer
safety. Outcome measures are even more valuable because they assess how well an
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agency preserves or restores a safe level of service on the roadway, but they depend on
collecting external data.

. Consider consolidating all of its mowing services into a single contract. HCEO should
base payments on uniform project deliverables, such as cost per center lane mile, and
allow for documented adjustments for issues such as travel expense. It should also require
that potential vendors submit budgets with their submissions to support their service
proposals.

. Increase communication with the Hamilton County Purchasing Department to ensure that
accurate project scope data is included whenever it issues a request for proposals to avoid
vendor confusion, help widen the bidder pool, and potentially reduce contract costs.

. Formalize in writing a vision clearance policy regarding landscaping and foliage abutting
the public right of way. A formal policy would educate both HCEO staff and landowners
as to the acceptable standards for vision clearance. It could potentially both reduce
complaints and the need to revert as often to costly bucket trimming.

. Increase the frequency of routine culvert inspections so that each culvert is formally
inspected at least every eight years.

. Include consideration of environmental concerns related to debris and sediment gathered
from storm water devices in written guidelines for maintenance activities. Documented
guidance is crucial given the environmental regulations that HCEO must adhere to under
its storm water permit.

. Coordinate communications between the Hamilton County Storm Water District
Oversight Board and the Hamilton County Commissioner’s Office and establish an
ongoing item on the Commissioners’ meeting agenda. This agenda item would allow the
advisory board representing more than 40 entities a regular opportunity to brief the full
commission and potentially expedite resolutions related to the district.

. Specify whether accidents recorded in its annual crash analysis report took place on roads
under state, township or county jurisdiction. This would help traffic engineers from the
HCEO, townships and other interested parties more easily analyze crash data and its
potential correlation to traffic control devices.

Information Technology and Records Management

. Continue to develop written standards for hardware and software. A standardized
software inventory list provides administrators and technology staff a tool to review the
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purchase of software applications. This list also helps to ensure that staff needs are met
and whether software is available and supported by HCEO’s technology staff.

. Document and track quality assurance performance measures for technical support.
Documenting and tracking quality assurance performance measures provides a method to
measure the customer satisfaction of end-users with technical support services.

. Compile records management policies and procedures in a formalized records manual. A
records management policy manual provides a basis for accountability and ensures
information contained in records is managed effectively throughout the office. A well-
organized filing plan also enables an organization to find information easily.

. Develop records management procedures to ensure all original project file documents are
maintained at the CAB location. In addition, scanning documents into an electronic
format could reduce costs for copying and the necessity to have paper copies of the same
document in several department files. Scanning more documents in electronic format
would reduce paper-costs and the necessity for each department to physically make
copies of project files.

. Develop performance measures and evaluation criteria to monitor records management
practices and document performance levels against the planned performance goals so
management can be assured of the on-going effectiveness of the program. Developing
evaluation criteria for records managements would improve HCEQ’s ability to monitor
the effectiveness of records management, and provide timely response and feedback to
customers.

. Continue to work with Cincinnati Area Geographic Information Service (CAGIS) to
integrate databases such as the sign inventory database, signal inventory database and
culvert database with the CAGIS system. The integration of HCEO databases with
CAGIS should provide productive efficiencies that may result in cost savings.
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Financial Implications Summary

The following table is a summary of estimated annual cost savings, cost avoidances, and
implementation costs resulting from performance audit recommendations.

Summary of Financial Implications

. Annual Cost Annual Cost Implementation
Recommendations Savings Avoidance Costs
Annual One-Time
R4.1 Reduce available sick leave paid out
upon retirement. $97,950
R4.2 Reclassify 11 supervisor positions to
staff positions $33,500
R7.1 Obtain training on HCEO work order
system $3,500
R7.2 Equip van with touch-screen GPS
technology $5,000
R7.9 Reduce mowing frequency by one cycle. $30,000
R7.13 Eliminate guardrail vegetation contract $130,000
R7.14 Hire co-op student to complete culvert
database $5,200
R8.2 Implement computer replacement cycle $25,600
R8.3 Implement new technology $40,000
R8.10 Accelerate document conversion to
electronic format $19,500
TOTAL $193,500 $97,950 $25,600 $73,200

The financial implications summarized above are presented on an individual basis for each
recommendation. The magnitude of cost savings associated with some recommendations could
be affected or offset by the implementation of other interrelated recommendations. Therefore, the
actual cost savings, when compared to estimated cost savings, could vary depending on the
implementation of the various recommendations.
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Matters for Further Study

. Compensation for the Engineer for duties related to the Hamilton County Storm
Water District: The Board of Commissioners has not yet determined the rate of
compensation that should be paid to the Engineer for duties related to the storm water
district. The Hamilton County Engineer and the Board of Commissioners should consult
with the Hamilton County Prosecutor for interpretation of Ohio Revised Code Section
315.14. If these parties agree to provide additional compensation to the County Engineer,
the Board of Commissioners may wish to refer to other similar size storm water districts
to establish a benchmark for compensation.

. Bonding for Employees working on the Hamilton County Storm Water District: The
Hamilton County Engineer should consult with the Hamilton County Prosecutor to
determine the potential need for and structure of bonding for HCEO employees related to
the Hamilton County Storm Water District.

. Staffing Levels for Records Management Functions: As HCEO transcribes more
documents into electronic formats, it should review staffing levels and records
management functions to determine if reallocation of staff is needed. The process of
reviewing staffing levels and responsibilities should ensure that key job functions for
each department are performed efficiently and effectively.
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Organizational Function

Background

This section focuses on the organizational functions of the Hamilton County Engineers Office
(HCEO). The objective is to analyze the organization’s scope of activities in the context of the
Ohio Revised Code (ORC) requirements and County expectations.

Organizational Structure and Function

HCEO serves the citizens of Hamilton County by maintaining roadways, bridges, and other
transportation infrastructure; surveying; and assisting with the maintenance of the County’s tax
map. Specific responsibilities include roadway and bridge design, construction, inspection,
maintenance, and study, which result in safety improvements to the roadway infrastructure.
HCEO provides survey-related services that include surveying, record keeping, providing tax
maps, reviewing deeds, and maintaining necessary data for the Cincinnati Area Geographic
Information System (CAGIS), which is used by other stakeholders including the County Auditor.

Chart 2-1 illustrates HCEO’s current organizational structure.
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Chart 2-1 Organizational
Chart
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HCEO is best described as a flat organization. Each of the departments operates with a degree of
autonomy that leads to a greater level of efficiency in decision-making. While semi-autonomous
in operation, each of the department functions fall within the scope of the duties of an engineer’s
office as defined in Chapters 315 and 5543 of the ORC. Though the departments are
decentralized and largely responsible for their own operations, each also shares resources readily
and collaborates on overlapping projects.

The Hamilton County Engineer applies the collaborative model used within his organization to
organizational relationships with the townships, villages and unincorporated areas the Office
serves. Through the annual meeting of county and township officials, the Engineer and the
governments within his service area identify common goals. Representatives of the other
governments and HCEO share their experiences and identify opportunities to cooperate in
construction, maintenance, and pavement and foliage management programs. According to the
Engineer, cooperation and leverage are the cornerstones of the County’s capital improvement
program as he seeks to pool the available funding of several entities in order to obtain a higher
level of program achievement. By using the pooled road construction and maintenance resources
of the small governments, HCEO has been able to establish a construction program that is
approximately two and one half times as large as the funding provided from the County
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Engineer’s Road and Bridge Fund*'. Likewise, the greater degree of teamwork also helps the
County better respond to snow and ice, flooding, landslides, and other events.

Although all levels of HCEO have an accurate understanding of the organizational architecture,
not all components of the organization understand how that architecture facilitates achieving
HCEQO’s mission. HCEO completes some performance measurement by compiling data and
publishing it in its Annual Meeting Report. However, these performance measures focus on
capital improvement and largely ignore other components of the mission, such as maintenance of
existing infrastructure. Furthermore, the measures mainly address inputs and outputs but they
fail to show how these relate to larger outcomes and strategic goals. Chart 2-2 illustrates the
strategic linkage between these inputs, activities, and their outcomes.

! Generated through the purchase of license plates and by gasoline taxes.
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As shown in Chart 2-2, the interconnectivity of duties has developed over time to the point
where the seven departments operate like independent business units but have similar and
overlapping duties. Inputs, including the shared labor pool, are illustrated through distinct
organizational activities. The activities support three predominant organizational goals:

e Developing and maintaining safe efficient and aesthetically pleasing infrastructure,
e Maintaining accessible, and accurate public records, and
e Ensuring that construction meets quality standards.

These goals are processed through the statutory framework of HCEO and the expectations and
requirements of the County and the small governments it serves.

Defining and evaluating the interrelationship and effectiveness of inputs, activities and outputs in
an organization of great complexity is inherently difficult. As a result, institutional knowledge
has served as the backbone for informal appraisals of organizational effectiveness. HCEO has
made initial strides in developing performance measures, but full implementation of formal
measures has not yet been achieved.

Noteworthy Accomplishments

During the course of this performance audit, the following noteworthy accomplishment was
noted within Hamilton County Engineer’s Office:

. HCEOQO aggressively identifies opportunities for resource sharing with the State of
Ohio’s Department of Transportation (ODOT). HCEO plows all the State highways
within the jurisdiction at a cost relative to the proportional mileage of the total
roads in the jurisdiction. This enables HCEO to provide snow removal services in a
cost effective and fair manner, and offers the State of Ohio an opportunity to
complete its snow and ice removal function through a contract, paying only the cost
for snow and ice removal from state routes in Hamilton County, exclusive of the
interstate.

HCEO and ODOT have developed an innovative and cost-effective cost-sharing
arrangement to fulfill snow and ice control functions on state routes in Hamilton County.
The ORC requires the State Director of Transportation to have a plan to remove snow
and ice during inclement weather occurrences on the State highway system, including
both state and interstate routes throughout Ohio. HCEO provides snow and ice control
functions under contract to ODOT for state routes in the county based on a proportional
cost. Unlike its peers, HCEO actively pursued this responsibility, to the benefit of both
agencies.
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Assessments Not Yielding Recommendations

In addition to the analyses presented in this report, assessments were conducted on several areas
which did not warrant changes and did not yield recommendations:

. ORC Requirements: Appendix 2-1 shows the primary functions of an engineer’s office
as defined by the ORC and the County Engineers Association of Ohio. The appendix also
illustrates HCEO’s completion of these functions and their status. Areas determined to be
in compliance that did not result in recommendations include the following:

o Submitting a bond and filing a completed inventory;

o Filing the names of the appointees to unclassified service with the Department of
Administrative Services (DAS);

o Estimating the amount of money for construction and improvement of county roads
along with a report describing the improvements;

o Filing a budget request and personal (appointed) service schedule with the board of
county commissioners;

o Filing an inventory of the ditch maintenance equipment and reporting on the
condition of drainage improvements with cost estimates for required repair and
maintenance;

o Filing written recommendations, with estimates, for the purchase of machinery and
equipment; and

o Reporting in an annual meeting the status of construction and repair of roads and
bridges in the county

HCEO was compliant with the primary duties and responsibilities as noted in Appendix
2-1.

. Scope of Activities: HCEO fulfills ORC required duties. HCEO outsources numerous
activities related to road and bridge repairs. Staff in the labor pool at HCEO primarily
focus on emergency activities like snow removal and emergency road repairs and are
cross-trained to maintain a streamlined operation. HCEO fulfills agreement based
activities, like sharing of snow and ice control responsibilities with other entities. In
addition, HCEO provides certain services to local governments, such as pro bono
consultations, which are outside the requirements of the ORC. HCEO is able to provide a
higher level of service to its constituents by leveraging its resources with cooperative
agreements and grant funding, which also allows local jurisdictions to benefit from its
economies of scale. As HCEO fulfills its statutory duties then, through agreement or
leverage, is able to provide additional services without increasing costs to the County, the
scope of activities appears appropriate and reasonable.
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Recommendations

R2.1 Since HCEO uses its agreements as a basis for billing activities and record keeping,
it should improve coordination between departments by centralizing the location
and access to all original agreements. Additionally, HCEO should ensure that all
formal relationships and agreements for service are documented in writing through
a letter of understanding or contract detailing the procedures, duration, and scope
of the relationship.

HCEO wuses a centralized billing and records archiving arrangement, but contract
management is decentralized to the department level. Each department is required to
provide the central office a summary of completed activities that are either HCEO
billable activities or a review of third-party activities. This process varies slightly by
internal department. In some cases, billing information is not highly formalized,
particularly in instances where HCEO is fulfilling work for a township or village with
which it has had a long-standing relationship. In other instances, lengthy formal contracts
form the basis of the relationship. Because the billing information becomes part of the
permanent records of the organization, it must be archived and stored. However, since
each department is responsible for submitting its agreements, and a uniform methodology
has not been developed, this process varies greatly by department and all agreements are
not accessible at a central location. Also, as HCEO’s organization has grown and the
scope of responsibility has expanded, only certain types of agreements have been
formalized. Although the decentralization of agreements has not directly affected the
billing process at HCEQ, it has, in some instances, resulted in unnecessary delays in
completing document storage responsibilities due to the decentralized nature of record
keeping.

According to the Summit County Engineers Office (SCEO), centralized contract
management offers the ability to increase internal control over monitoring and
communication. This control over document handling reduces the likelihood of errors in
invoices, and results in improvements in the timeliness of response to public document
requests. It also reduces the amount of time required to purge duplicate files (between
the departments and the central office) prior to archiving records or updating contracts.

Once HCEO centralizes its original agreements, it could evaluate the feasibility of
digitizing these documents to make them even more accessible to all departments. Also,
if centralized, the billing system could be improved by numbering and cataloguing
agreements to ensure that all applicable funds are billed-out to contracting governments
and agencies. Increasing the centralized management of agreements would also assist the
departments by having agreements readily accessible in their most up-to-date form.
HCEO is currently implementing a digitalizing process for its archival documents.
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R2.2

Preparing digital versions up front would have an impact on the eventual archiving costs
and streamline the process in future years.

HCEO should develop, implement and monitor performance measures for all
departments and functions. Performance measures should be used in conjunction
with a set of established benchmarks and goals to better monitor the effectiveness of
HCEO operations, provide meaningful cost-of-service data for comparison
purposes, and facilitate ongoing performance management.

HCEO does not use performance measures to track and evaluate contracting and
outsourcing programs, nor does it use formal measures to publicize its accomplishments.
General comparisons, usually regarding the collaboration and leveraging of construction
efforts, are included in the annual report, but performance measures are not used on a
day-to-day basis for decision-making purposes.

According to the University of Alabama, Department of Industrial Engineering,
benchmarking can be defined formally or informally.

e Formal Benchmarking: Benchmarking is the continuous, systematic process of
measuring products, services, and practices against the toughest competitors or those
companies recognized as industry leaders.

e Working Benchmarking: Benchmarking is a basis of establishing rational
performance goals through the search for best industry practices that will lead to
superior performance.

Chart 2-3 illustrates how the benchmarking process should be designed and Chart 2-4
maps the process by showing the steps necessary to successfully benchmark
performance.
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Chart 2-3: Benchmarking Process

Benchmarking Process
Benchmark Metrics % %

Benchmark Practices

How fo Close the Gap
Improved Knowledge

Benchmark Gap
How Much?

Where?
When?

Improved Practices
Improved Processes

N

Organization Communication

Employee Participation

SUPERIOR PERFORMANCE

Source: Department of Industrial Engineering, University of Alabama

A benchmark practice is any work process made up of (1) an input, (2) a repeatable
process based on method or practice, and (3) an output, where the practices deliver the
output. It is assumed that, if the practices are the best in the industry, they will most fully
satisfy the customer. Quantitative benchmarks or benchmark metrics are the conversion
of benchmark practices into operational measures. Chart 2-4 expands the benchmarking
process using a process map to illustrate the application of benchmarks.
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Chart 2-4: Benchmarking Process Steps

| 1. Identify what it is to be benchmarked |

v

Planning | 2. Identify the comparative companies |

| 3. Determine data collection method and collect data |

| 4. Determine current performance “gap” |

Analysis
[ 5. Project future performance levels |
— v
| 6. Communicate benchmark findings and gain acceptance |
Integration
| 7. Establish functional goals |
— v
| 8. Develop action plans |
Action v

| 9. Implement specific actions and monitor progress |

]

[ 10. Recalibrate benchmarks |
Maturity e Leadership Position Attained
e Practices Fully Integrated Into Processes

Source: Department of Industrial Engineering, University of Alabama

Chart 2-4 shows the cyclical process of the benchmarking and performance management
application. ODOT has implemented a set of performance measures to gauge its
performance. HCEO could use ODOT’s measures as a basis for developing its own set of
internal performance targets (see Infrastructure and Maintenance). One method of
measuring the efficiency of operation is using best practice information from other
entities; another approach is to track specific criteria and assess changes over time.
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HCEO could begin its measurement program by tracking traffic safety and volume and
graduate to more sophisticated measures over time. Within HCEO, each department
would need to perform benchmarking steps and develop its own set of key indicators.
These could then be incorporated into an agency-wide performance management plan.
HCEO could implement this recommendation using current resources, although it would

need to allocate time to personnel for the development of the benchmarks and
measurement system.
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Appendix 2-1

Compliance Summary Ohio Revised Code

ORC Section Summary Status
§315.03 Bond submitted and approved in a timely manner. Compliant
§305.18 Inventory completed and filed with the Auditor Compliant
Submit the names and job titles of appointees in unclassified
§124.11 (8, 9) service to Department of Administrative Services (DAS) Compliant
Determine the need for a tax to pay for the assessments for NA-Not used in Hamilton
§6131.52 ditch projects County
Prepare an estimate of the amount of money required for
§5543.02 construction and improvement of public roads. Compliant

File report to the County Commissioners on the Condition of
the County Roads, Bridges, Culverts, and estimate the funds
needed for maintenance and construction of new roads,

§5543.02 bridges, or culverts. Compliant
County Engineers must file Financial Disclosure Statements

§102.02 with the Ohio Ethics Commission Compliant
Property Owners may apply to County Engineers for

§6317.08 reduction in ditch Maintenance assessments. Not Applicable
County Engineers file a Budget Request and Personal Service

§5705.28 Schedule with the County Commissioners Compliant

File an inventory of ditch maintenance equipment with the
Board of County Commissioners and make recommendations
§6137.07 for purchase. Compliant
File a report to the Board of County Commissioners on the
condition of drainage improvements and estimates of costs
required for repair and maintenance. Establish a rental rate
§6137.06 for ditch maintenance equipment. Compliant
§6137..03 Ditch Maintenance Assessments last day. Not Applicable
County Engineer must file EEO -4 report (Employment and
Federal EEOCC | Records) with Federal Equal Employment Coordinating

Requirements | Council by September 30. Compliant
File written recommendations with the Board of County
Commissioners on machinery, tools, and equipment that
should be purchased for use during the ensuing year and
§5549.01 estimated cost thereof. Compliant
Requires the County Engineer to call an annual meeting of all
township and county authorities having directly to do with
the construction and repair of roads and bridges within the
§5543.06 county. Compliant
Requires the County Engineer to make annual inspection of
all bridges on the county highway system inside and outside
municipalities; on township roads and other bridges where
responsible by law or agreement. A report on the condition of
all bridges shall be made not later than 60 days after
§5543.20 inspection to the Board of County Commissioners. Compliant
Source: ORC and HCEO
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Financial Management

Background

The Hamilton County Engineer’s Office (HCEO) receives funds from local, state, and federal
sources. In FY 2004, approximately 90 percent of HCEQO’s tax revenues were generated by State
and local motor vehicle license taxes. In addition to these taxes, HCEO also receives revenues
from the State gasoline tax, federal and State grants, and municipal court fines.

The Motor Vehicle License Tax was increased in 2003 and is assessed on operators of motor
vehicles on the public roads or highways in Ohio when vehicle registrations are obtained or
renewed. Hamilton County receives funding from this tax based on the number of vehicles
registered in the county, as well as, the ratio of county roads to the state total and an equal
distribution provided to all Ohio counties.

HCEO is responsible for the design, construction, inspection, maintenance, and study of 522
bridges, and over 500 miles of public roads within Hamilton County. ORC § 315.08 further
expands upon the duties of the county engineer to encompass the preparation of plans,
specifications, details, and estimates of cost, including the submission of forms and contracts for
the construction, maintenance, and repair of all bridges, culverts, roads, drains, ditches, roads on
county fairgrounds, and other public improvements.

HCEO records financial transactions into the following accounts:

Administrative
Planning/Design
Survey/Mapping
Permit/Construction
Traffic/Sign

Garage

East/Central Maintenance
West Maintenance

For the purpose of this section, HCEO’s services have been divided into five specific categories:

e Roads and bridges — includes salary, benefit and supply expenditures related to the
construction and maintenance of roads and bridges.

e Planning and design — consists of salary and benefit expenditures for personnel related to
the planning and design functions of the office.
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e Survey and mapping — includes salary and benefit expenses related to surveying, record
keeping, providing tax maps, reviewing deeds, and maintaining necessary data for the
Cincinnati Area Geographic Information System.

e Administration — includes expenditures for administrative personnel, in addition to office
supplies, travel, and equipment costs.

e Other — consists of salary and benefit expenditures for the permit/construction functions of
HCEO.

HCEQO’s financial reports are the responsibility of the Office’s budgeting and financial
administrators. HCEO currently produces a master budget report that displays revenues and
expenditures by sub-fund, and object code levels. This document is used internally by the
HCEO administration and department supervisors to track budgeted amounts throughout the
year. HCEO uses the Hamilton County Auditor Performance software system for payroll and
some financial reports. The Hamilton County Commissioners approve HCEO’s formal budget,
which must be submitted to the County Commissioners by November 15 and approved by them
no later than December 15.

Peer Comparison
Revenues and Expenditures
Table 3-1 displays HCEO revenues and expenditures for all funds as a percentage of totals in

comparison to the peers: Franklin County Engineer’s Office (FCEO), Montgomery County
Engineer’s Office (MCEQ), and Summit County Engineer’s Office (SCEO).
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Table 3-1: FY 2003 Revenues and Expenditures as a Percentage of Total - All Funds

Peer
HCEO FCEO MCEO SCEO Average |
Revenues:
Permissive Tax 27.6% 14.4% 25.1% 27.3% 22.3%
License Tax 50.3% 33.5% 46.2% 51.4% 43.7%
Gasoline Tax 6.0% 3.0% 11.0% 10.1% 8.0%
Municipal Court 1.8% 1.5% 1.6% 1.1% 1.4%
Grants 0.2% 22.5% 0.0% 0.0% 7.5%
Other 4.6% 4.9% 2.6% 1.9% 3.1%
Reimbursements 9.4% 19.6% 10.0% 8.2% 12.6%
Transfers/Advances In 0.0% 0.5% 3.5% 0.0% 1.3%
Total Revenues 100.0% 100.0% 100.0% 100.0% 100.0%
Expenditures:
Salaries 46.8% 41.3% 52.5% 58.8% 50.9%
Employer Retirement
Contributions 5.8% 5.5% 7.1% 8.6% 7.1%
Benefits 6.0% 8.6% 10.0% 11.8% 10.2%
Purchased Services 17.4% 30.4% 4.5% 8.7% 14.5%
Supplies 14.6% 11.1% 14.4% 11.3% 12.3%
Capital Outlay- Equipment 4.6% 1.0% 4.4% 0.5% 2.0%
Other 4.8% 2.0% 7.0% 0.2% 3.0%
Total Expenditures 100.0% 100.0% 100.0% 100.0% 100.0%

Source: HCEO and peer office financial reports
Note: Capital improvement expenditures were not included.

As shown in Table 3-1, HCEO received a large portion (77.9 percent) of its revenues from
license and permissive tax distributions in FY 2003, and relies more on these sources of tax
revenues when compared to the peer average of 66 percent. HCEO’s funding structure is greatly
affected by the level of grant funding and reimbursement it receives, as these are the most
unpredictable revenue sources. In FY 2003, HCEO received only 0.2 percent of its total funding
through grants, which are primarily approved by the Ohio Public Works Commission (OPWC)
on an annual basis. HCEO received a smaller percentage of its revenues from reimbursements
when compared to the peer average.

As illustrated in Table 3-1, HCEO’s percentage of total expenditures allotted to salaries and
benefits was significantly lower than the peer average. In FY 2003, HCEO salaries, retirement,
and benefits constituted only 58.6 percent of total expenditures compared to the peer average of
68.2. HCEO attributes this to relatively low unemployment and worker’s compensation
payments, as well as an increase in employee insurance contributions to offset rising health care
costs. In contrast, HCEO’s purchased services and supplies expenditures were higher than the
peer average.
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Table 3-2 compares HCEO’s revenues and expenditures to the peer counties on a per lane mile
basis.

Table 3-2: FY 2003 Revenues and Expenditures per Lane Mile All Funds

HCEO to
Peer Peer
HCEO FCEO MCEO SCEO | Average | Variance
Lane Miles 1,157 610 726 483 606 90.8%
Revenues per Lane Mile:
Permissive Tax $6,011 $11,236 $4,825 $8,530f $8,197] (26.7%)
License Tax $10,961 $26,218 $8,883[  $16,068] $17,056] (35.7%)
Gasoline Tax $1,318 $2,372 $2,109 $3,157 $2,546] (48.2%)
Municipal Court $389 $1,161 $316 $344 $607] (35.9%)
Grants $53 $17,634 $0 $0) $5,878]  (99.1%)
Other $1,0006] $3,853 $493 $607 $1,651]  (39.1%)
Reimbursements $2,049 $15,379 $1,924 $2,550) $6,618]  (69.0%)
Transfers/Advances In $0 $410 $665 $0) $358[ (100.0%),
Total Revenues per Lane Mile $21,787] $78,263 $19,216] $31,256] $42,911[ (49.2%)
Expenditures per Lane Mile:
Salaries $6,477|  $14,347 $7,023(  $13,203] $11,524] (43.8%)
Employer Retirement
Contributions $797 $1,925 $954 $1,926 $1,602] (50.3%)
Benefits $834 $3,001 $1,336] $2,657 $2,321] (64.2%)
Purchased Services $2,410] $10,539 $607 $1,961 $4,369] (44.8%)
Supplies $2,024 $3,859 $1,926 $2,527 $2,771]  (26.9%)
Capital Outlay- Equipment $633 $357 $595 $121 $358 77.1%
Capital Outlay- Permanent Imp. $11,725 $41,686) $3,376 $0] $15,020 (21.9%)
Other $662 $685 $933 $42 $553 19.6%)|
Total Expenditures per Lane Mile $25,561 $76,398 $16,750] $22,429] $38,526] (33.7%)
Operating Gain/(Loss) per Lane
Mile ($3,774) $1,865 $2,466) $8,827 $4,383] (186.0%)

Source: HCEO and peer office financial reports

As shown in Table 3-2, HCEO maintains approximately 90 percent more lane miles than the
peer average. Although total mileage is the primary driver of expenditures, only a small portion
of tax distributions are based on total lane mileage. As a result, comparing HCEO’s tax revenues
in proportion to its lane mileage will result in ratios significantly lower than the peer average. It
should be noted that although HCEO’s capital improvement expenditures were 12.9 percent
higher than the peer average, this did not result in higher reimbursement levels or grant funding
for HCEO.
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Table 3-3 displays HCEO’s revenues and expenditures per registered vehicle in comparison to

the peer counties.

Table 3-3: FY 2003 Revenues and Expenditures per Registered Vehicle

HCEO to
Peer Peer
HCEO FCEO MCEO SCEQO | Average | Variance
Number of Registered Vehicles 765,445 1,100,170 532,604 534,258 722,344 6.0%
Revenues per Registered Vehicle:
Permissive Tax $9.09 $6.23 $6.58( $7.71 $6.84  32.9%)
License Tax $16.57 $14.54 $12.11] $14.531  $13.72|  20.7%
Gasoline Tax $1.99 $1.32 $2.88] $2.85 $2.35( (15.2%)
Municipal Court $0.59 $0.64 $0.43( $0.31 $0.46( 27.4%)
Grants $0.08 $9.78 $0.00]  $0.00 $3.26( (97.5%)
Other $1.52 $2.14 $0.67|  $0.55 $1.12(  35.8%)
Reimbursements $3.10 $8.53 $2.62 $2.31 $4.48( (30.9%)
Transfers/Advances In $0.00 $0.23 $0.91f  $0.00 $0.38 NA|
Total Revenues per Registered
Vehicle $32.93 $43.39 $26.19] $28.26 $32.61 1.0%
Expenditures per Registered Vehicle:
Salaries $9.79 $7.95 $9.57 $11.94 $9.82( (0.3%)
Employer Retirement Contributions $1.20 $1.07 $1.30] $1.74 $1.37] (12.1%)
Benefits $1.26 $1.66 $1.82[ $2.39 $1.96( (35.7%),
Purchased Services $3.64 $5.84 $0.83[ $1.77 $2.81(  29.4%)
Supplies $3.06 $2.14 $2.63 $2.28 $2.35( 30.2%)
Capital Outlay- Equipment $0.96 $0.20 $0.81]  $0.11 $0.37 156.7%)
Capital Outlay- Permanent Imp. $17.72 $23.11 $4.60,  $0.00 $9.24) 91.8%
Other $1.00 $0.38 $1.27[  $0.04 $0.56(  77.6%)
Total Expenditures per Registered
Vehicle $38.64 $42.36, $22.83] $20.28 $28.49  35.6%)
Operating Gain/(Loss) per Registered
Vehicle ($5.70) $1.03 $3.36)  $7.98 $4.13{ (238.3%),

Source: HCEO and peer office financial reports and Ohio BMV

As illustrated in Table 3-3, HCEO had 6.0 percent more registered vehicles within the county
than the peer average. In addition, HCEO assessed two additional permissive auto taxes
pursuant to ORC § 4504.15 and 4504.16. By assessing these additional license taxes, HCEO
was able to generate 32.9 percent more permissive auto tax revenue per registered vehicle than
the peer average. Although HCEO had fewer registered vehicles than Franklin County, license
tax revenues were higher than all the peers and 20.7 percent higher than the peer average due, in
part, to the portion of the license tax distribution based on total lane mileage.
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Further displayed in Table 3-3 is HCEO’s low level of salary and benefit expenditures per
registered vehicle. Although salary expenditures were comparable to the peer average,
retirement contributions and benefit expenditures were significantly below the peer average due
to low levels of unemployment payments and worker’s compensation claims, and increasing
employee health care contribution percentages. Purchased services and supply expenditures per
registered vehicle, both of which were significantly higher than the peer average, are analyzed in
more detail in Table 3-4b.

Purchased Services and Supplies

Historically, HCEO has maintained a high level of internal control over purchases, requiring that
all major purchases and travel related expenditures are approved by the Chief Deputy Engineer.
The office currently has two purchasing agents, one for the field, one for the downtown office.
The office uses POs for all purchases and enters them into the county auditor’s computer system.

Table 3-4a and Table 3-4b show HCEO purchases on a per lane mile basis and per registered
vehicle basis, respectively, for FY 2003 and compares them to the peer counties.
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Table 3-4a: FY 2003 Purchased Services, Supplies,
and Material Expenditures per Lane Mile

HCEO to
Peer Peer
HCEO FCEO MCEO SCEO Average | Variance
Total Lane Miles 1,157 610 726 483 606 90.8%
Purchased Services
Repair & Maintenance $424 $1,239 $122 $730] $697  (39.2%)
Travel $11 $35 $23 $55 $37]  (71.9%)
Utilities $302 $316 $276 $309 $300 0.8%)
Rental $6 $82 $20, $30 $44) (86.6%)
Contracted Services $1,647 $2,062 $182 $837 $1,027, 60.3%
Payments to Other Entities $3 $0 $913 $0 $304( (99.2%)
Miscellaneous $659 $749 $20, $42 $270[  143.8%)
Total $3,051 $4,483 $1,555 $2,003] $2,680 13.8%)
Materials and Supplies
Office Supplies $49 $41 $49 $62 $51 4.3%)
Photo Supplies $3 $3 $0 $0 $1  207.5%
Janitorial Supplies $10, $31 $11 $0 $14] (28.3%)
Other Operating Supplies $284 $1,217 $245 $477 $646( (56.1%)
Small Tools & Minor
Equipment $97 $76 $46 $56) $59 64.2%)
Miscellaneous Road Material
Supplies $378 $593 $1,189 $66) $616( (38.6%)
Salt $739 $1,479 $0 $1,634) $1,038) (28.8%)
Coke & Fuel Oil $430 $374 $371 $231 $326 32.0%)
Building Supplies $34 $42 $0 $0 $14]  143.6%
Total $2,024 $3,856) $1,911 $2,527 $2,765]  (26.8%)]
Total Purchased Services &
Supplies $5,075 $8,339 $3,466, $4,530] $5,445 (6.8%)
Source: HCEO and peer county financial reports
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Table 3-4b: FY 2003 Purchased Services, Supplies,
and Material Expenditures per Registered Vehicle

Peer

HCEO FCEO MCEO SCEO Average | Variance
Total Registered Vehicles 765,445 1,100,170 532,604 534,258 722,344 6.0%
Purchased Services
Repair & Maintenance $0.64 $0.69 $0.17 $0.66 $0.55] 16.0%
Travel $0.02 $0.02 $0.03 $0.05 $0.03| (46.3%)
Utilities $0.46 $0.18 $0.38 $0.28 $0.25 82.8%)
Rental $0.01 $0.05 $0.03 $0.03 $0.04] (75.5%)
Contracted Services $2.49 $1.14 $0.25 $0.76 $0.83 200.6%
Payments to Other Entities $0.00 $0.00 $1.24 $0.00 $0.31| (98.7%)
Miscellaneous $1.00 $0.42 $0.03 $0.04 $0.23]  339.0%
Total $4.61 $2.49 $2.12 $1.81 $2.23]  106.9%
Materials and Supplies
Office Supplies $0.07 $0.02 $0.07 $0.06 $0.04 75.5%)
Photo Supplies $0.01 $0.00 $0.00 $0.00 $0.00]  450.4%)
Janitorial Supplies $0.01 $0.02 $0.01 $0.00] $0.01 22.4%
Other Operating Supplies $0.43 $0.67 $0.33 $0.43 $0.53] (19.3%)
Small Tools & Minor
Equipment $0.15 $0.04 $0.06 $0.05 $0.05 198.8%
Miscellaneous Road Material
Supplies $0.57 $0.33 $1.62 $0.06 $0.58 (1.4%)
Salt $1.12 $0.82 $0.00 $1.48 $0.78 43.1%)
Coke & Fuel Oil $0.65 $0.21 $0.51 $0.21 $0.28] 131.0%
Building Supplies $0.05 $0.02 $0.00 $0.00 $0.01]  335.8%
Total $3.06 $2.14 $2.60 $2.28 $2.34 30.6%)
Total Purchased Services &
Supplies $7.67 $4.62 $4.72 $4.10] $4.48 71.2%)

Source: HCEO and peer county financial reports

As shown in Table 3-4a, HCEO total expenditures per lane mile were 6.8 percent less than the
peer average. Although HCEO’s purchase levels were well below the peer average in most line
item categories, a significant variance existed in the contracted services, miscellaneous, photo
supplies, small tools, and coke and fuel oil line items. Like Franklin County, HCEO contracts a
significant portion of engineering and design services to private contractors. HCEO’s contracted
services expenditures were lower than FCEO, but approximately 60 percent higher than the peer
average.

It should be noted that while displaying expenditures on a per lane mile basis provides a useful
performance indicator, some expenditures such as repairs and maintenance, utilities and salt are
greatly effected by total lane mileage, while others such as travel and office supplies are not. As
a result of the high lane mileage, HCEO had higher expenditures in almost every line item on a
per registered vehicle basis as shown in Table 3-4b.
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Capital Outlay

Table 3-5a and Table 3-5b show HCEQ’s capital outlay expenditures on per lane mile and
registered vehicle basis, respectively.

Table 3-5a: FY 2003 Capital Outlay

er Lane Mile

Peer
HCEO FCEO MCEO SCEO' Average Variance
Total Lane Miles 1,157 610 726 483 606 90.8%
Office Furniture & Equipment $6 $53 $2 N/A $27 (76.8%)
Data Processing Equipment $29 $120 $50 N/A $85 (66.4%)
Vehicles $401 $138 $514 N/A $326 23.0%
Other Equipment $197 $43 $29 N/A $36 446.9%
Land Purchase $0 $524 $0 N/A N/A N/A
Construction and Improvement $11,725 $41,164 $3,376 N/A $22,270 (47.4%)
Total Capital Outlay $12,358 $42,042 $3,971 N/A $23,006 (46.3%)
Source: HCEO and peer financial data
! Data from SCEO was not submitted.
Table 3-5b: FY 2003 Capital Outlay per Registered Vehicle
Peer
HCEO FCEO MCEO SCEO' | Average | Variance
Total Registered Vehicles 765,445 1,100,170 532,604 | 534,258 722,344 6.0%
Office Furniture &
Equipment $0.01 $0.03 $0.00 N/A $0.02 (58.7%)
Data Processing Equipment $0.04 $0.07 $0.07 N/A $0.08 (43.1%)
Vehicles $0.61 $0.08 $0.70 N/A $0.32 91.4%
Other Equipment $0.30 $0.02 $0.04 N/A $0.03 809.7%
Land Purchase $0.00 $0.29 $0.00 N/A N/A N/A
Construction and
Improvement $17.72 $22.82 $4.60 N/A $19.08 (7.1%)
Total Capital Outlay $18.68 $23.31 $5.41 N/A $14.36 30.1%

Source: HCEO and peer financial data
! Data from SCEO was not submitted.

As shown in Table 3-5a and Table 3-5b, HCEO capital expenditures per lane mile and per
registered vehicle were significantly lower than the peer average in every category with the
exception of vehicles and other equipment.

On an annual basis, HCEO attempts to budget capital expenditures for equipment at
approximately $800,000 per year. In FY 2003, HCEO’s vehicle expenditures consisted of three
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dump truck/snow plows, two foremen trucks, two SUVs, and one van, as well as other
equipment. In FY 2004, HCEO decreased vehicle expenditures by approximately $20,000,
purchasing three dump truck/snow plows, two foremen trucks, and two SUVs, and other
equipment.

For the other equipment classification, HCEO spent approximately $230,000 in FY 2003,
purchasing two chippers, a Bobcat with trailer, and other equipment. In FY 2004, HCEO’s
expenditures for other equipment increased approximately $96,000, to reflect the purchase of one
mower, one striper, and one fork lift, as well as other equipment.

Assessments Not Yielding Recommendations

During the course of the performance audit, the following assessments were conducted which did
not yield any recommendations:

o FEmployee Policy and Procedures: HCEQ’s policy and procedures manual, as well as its
ethics and travel policy, were analyzed against best practices established by the Society for
Human Resources Management (SHRM), the Ohio Employment Commission (OEC), and
the Ohio Office of Budget and Management (OBM). HCEQ’s policies were consistent with
practices and standards established by these organizations.

e [Internal Controls: HCEQ’s internal controls were compared to best practices established by
the Government Accountability Office (GAO). In addition, a sample of documents was
analyzed to ensure proper internal control over financial reporting.

e Budget Detail: HCEO’s budgets were compared to those of the peer counties to determine if
the level of detail present was comparable and sufficient. The analysis revealed that HCEO’s
budget contained more detail that the peer counties, and had a sufficient level of detail to
enable HCEO administrators to make sound financial decisions

Noteworthy Accomplishments

This section highlights specific noteworthy accomplishments identified throughout the course of
the audit.

e HCEO coordinates all grant approvals through the HCEO Budget Department. Prior to this,
grants were being sought and approved on a department-level basis. This information was
not being efficiently communicated to the Budget Department, resulting in some instances of
incorrect payments. With the improved communication and coordination, the HCEO Budget
Department will be able to more efficiently account for expenditures and produce a more
accurate and effective budget.
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Recommendations
Budgeting

R3.1 HCEO should present a budget document that shows its combined sub-funds and
provides a beginning and ending fund balance similar to the format of the financial
forecast presented in Table 3-10 of this report. Presenting budget documents in this
format will provide users with financial information on total HCEO operations
including beginning and ending fund balances.

HCEO currently produces an annual budget that displays revenues and expenditures
classified into sub-funds. When aggregated, these sub-funds comprise the HCEO portion
of the Hamilton County General Fund. The purpose of this type of budget report is to
display revenues and expenditures in accordance with laws and regulations that dictate
the proper use of the funds. Because HCEO does not produce a total fund financial
report, stakeholders do not have easy access to data that shows the overall fund balance
of HCEO. As a result, it is difficult to determine HCEO’s overall financial performance
on an annual basis. Without this capability, year-to-year comparisons cannot be
conducted effectively.

According to the GFOA, State and local governments frequently establish a large number
of funds for internal accounting purposes. Often, having these internal funds is useful or
necessary to provide the level of detail needed to ensure and demonstrate legal
compliance. In this regard, however, the goals of accounting differ somewhat from the
objectives of financial reporting. Where an accounting system must collect all of the data
needed to ensure and demonstrate legal compliance, financial reporting should be
concerned only with those aspects of compliance that are of importance to users of
general purpose external financial reports.

GFOA further states that not every internal fund should automatically be classified as a
fund for the purposes of external financial reporting. As specifically noted in the
authoritative accounting and financial reporting standards, the use of unnecessary funds
for financial reporting purposes can result in inflexibility, undue complexity, and
inefficient financial administration. Accordingly, those same standards state that only the
minimum number of funds consistent with legal and operating requirements should be
established. To remedy this problem, the GFOA recommends that every state or local
government that uses fund accounting establish clear criteria for determining whether a
given internal fund should be classified and reported as an individual fund in the
government’s financial reports. Whenever it is possible to do so without sacrificing the
goals of fund accounting, similar internal funds should be combined into single funds for
external financial reporting purposes.
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By combining internal finds to simplify public reporting and showing aggregate total
revenues and expenditures, HCEO will be able to enhance its external financial reporting
and provide a greater level of clarity in its financial data.

HCEO should consider using a performance based budgeting system to enhance its
internal budgeting process. HCEQO’s current budgeting process does not provide
accurate performance measurement information, which, if developed through
performance based budgeting, could aid management in evaluating the efficiency
and effectiveness of its functions and departments. Implementing a performance
based system could also help HCEO more easily achieve its goals and objectives by
allowing the Office to focus on those functions or departments that may not have
positive performance feedback.

HCEO should develop a performance based budgeting system that contains, at a
minimum, a mission statement and measurement indicators for each program. In
order to measure outcomes, HCEO should also use indicators such as those
displayed in the peer comparison section of this report. Performance indicators,
such as cost per lane mile or registered vehicle would allow HCEQ to set established
benchmarks in those areas and measure performance in relation to pertinent
benchmarks.

HCEO does not currently use performance based budgeting. Instead, it uses a traditional
budget format that displays budgeted annual amounts, as well as monthly actual amounts
and year-to-date variances. This budget document is created using as a goal the projects
that HCEO plans to complete in that year. HCEO segregates its budget by sub-funds, and
takes into account all functions and activities that the office provides. Without
performance data, HCEO may not be able to determine which organizational functions
and departments are performing in a satisfactory manner when comparing the outcomes
of each function.

Performance based budgeting is a rapidly expanding budgeting process that was
developed to reform public-sector management by measuring governmental program
results. This system has gained popularity in recent years with the passage of the federal
Government Performance and Results act in 1993. Although this act governs federal
agencies only, performance based budgeting has gained popularity on the state
government level as well. Currently, more than 30 states have passed legislation
requiring performance based budgeting in some form.

An effective performance budget indicates what goals or outcomes have been achieved
by displaying the relationship between the funding of a certain function or department
and the outcomes and goals of that department. By examining outcomes instead of

Financial Management 3-12



Hamilton County Engineer’s Office Performance Audit

inputs, management can more easily determine appropriate resource allocation by
analyzing information on the productivity and efficiency of the organization’s functions.

The March 18, 2002 report, Performance Budgeting for Federal Agencies, produced by
AMS (an international business and technology firm) outlines the creation of a
performance based budget and describes it as a simultaneous top-down and bottom-up
process. Budget planners and policy officials must create and assign program goals and
objectives. Management must also outline the levels of resources that the organization
anticipates allocating to support those goals and objectives. Additionally, outcome
measurements must be identified that help to determine whether goals were met and
resources spent effectively; however, the goals, objectives, resource levels, and outcome
measures must be developed with, and validated by, lower level management.

It is important for an organization to fully understand what benefits performance based
budgeting can provide. The United States General Accounting Office (GAO) has
outlined some potential benefits of performance based budgeting in its September 2002
report, Performance Budgeting: Opportunities and Challenges. As outlined in this
report, performance based budgeting can provide information to help management
address a number of issues, such as determining whether programs or functions:

Are contributing to stated goals;

Are well coordinated with related initiatives at the county level;

Are providing information on what outcomes are being achieved;

Have resource investments which produce benefits that exceed costs; and
Have managers that have the requisite capacities to achieve promised results.

The Fiscal Research Program at the Andrew Young School of Policy Studies defines
performance based budgeting as requiring strategic planning regarding agency mission,
goals, and objectives and a process that requests quantifiable data that provides
meaningful information about program outcomes. In addition, performance based
budgeting may also require an assessment of agency progress toward specified targets.

When instituting a performance based budgeting system, what constitutes performance
must be established. Some states that have implemented performance based budgeting,
such as Wyoming, specify that performance measures should be based on the
Governmental Accounting Standards Board (GASB) definitions for measuring agency
accomplishments.

Recently, the City of Denver, Colorado established a Performance Measurement Guide
that provides information on how to determine and select performance indicators. This
guide establishes two types of performance measures: the measure of the number of a
certain outcome or output, and how well the organization is providing a product or
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service. Measuring the level of an outcome or output provides some basic information
about the demand of an entity’s customers and the load on the organization’s resources.
However, just knowing the level of a certain output, in itself, does not provide sufficient
information on performance. Historical data concerning previous levels of output must
be included to compare to current levels.

There is no universal method for developing a performance based budgeting process.
The ultimate goal of this budgeting system is to determine an agency’s performance.
Although there is no universal method, all budgeting systems should be created to
measure the link between agency activities and its actual outcomes.

The State of Texas has developed comprehensive standards for the strategic planning
process, thereby linking the performance measurement process to strategic planning and
budgeting. The process used for performance measurement, and its link to budgetary
allocations, is shown in Chart 3-1.

Chart 3-1: Strategic Planning and Performance Budgeting
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Source: State of Texas: Guide to Performance Measure Management, 2000 Edition
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