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2013-2014

21013-2014 Approved Key Performance Measures (EPA:)

EPM #

1 Compliznce Bate Achieved - Percent of property managzers principal brokers reviewed who meet compliance within 45 days of a mail-in
compliance review.

2 Percent of imvestigations completed within 150 days of receipt of complaint.

3 Contested Case Actions resolved through senlement — percent of contested case actions that are resolved through informal settement
resolution and prior to @ formal hearing before the Office of Administrative Hearings.

4 Percent of licensees who rate the board-administered exam as “goed™ or “excellent” as an effective screen for competent and ethical
professionals,

5 CUSTOMEE. SEFVICE — Percent of customers rating their satisfaction with the agency’s customer service as “good™ or “excellent™: owverall

customer service. timeliness. accuracy. helpfulness expertise and availability of information.
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REAL ESTATE AGENCY I. EXECUTIVE SUNMARY

Agency Mission:  To provide quality protection for Oregon consumers of real estate, escrow and land development services, balanced with a professional
environment conducive to a healthy real estate market.

Contact: Erica Kleiner Contact Phone: 503-373-4409

Alternate: Alternate Phane:

Performance Summary

[£] Green 80.0%
E4 Red 20.0%

Green Yellow Red Exception
= Target to -5% = Target -6% to -15% = Target = -13% Can not calculate status (zero

entered for either Actual or

1. SCOPE OF REPORT

The Real Estate Agency is responsible for the licensing, education and enforcement of Oregon's real estate laws applicable to brokers, property managers, real
estate marketing organizations, registration and regulation of escrow businesses, subdivisions, condominiums, timeshares, campgrounds, registration, and public
report 1ssuance. The performance measures are used as management tools in directing resources and respondmg to the needs of the industry and the Oregon
consumer. Key Performance Measures capture Agency responsiveness to the industry's needs, as well as our ability to provide customer service to both the real
estate industry and the Oregon consumer.
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2. THE OREGON CONTEXT

The Oregon Real Estate Agency licenses and regulates the Oregon Real Estate Industry. The Agency's performance measures are linked to the Agency mission,
not to benchmarks.

3. PERFORMANCE SUMMARY

As an accountability tool, Agency management reviews its performance results on a weekly and 1 some cases monthly basis to determune 1f performance 1s in an
acceptable range.

4. CHALLENGES
The Agency licenses approximately 19,000 individuals. The Agency receives a high volume of phone calls and public inquiries. The ability to respond to
customers needs i a responsive and knowledgeable manner 1s key to the Agency's success. Thus challenge can be met with staff members who are tramed to
deliver high quality service and retained to prevent the loss of knowledge associated with frequent turnover.

5. RESOURCES AND EFFICIENCY

The Agency's Legislatively Approved Budget for 2013-15 1s $7.277,657 Other Funds and 29.75 FTE.
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REAL ESTATE AGENCY II. KEY MEASURE ANALYSIS

KPM#1 Compliance Rate Achieved - Percent of property managers/principal brokers reviewed who meet compliance within 45 days of a 2013
mail-in compliance review.
Goal Consumer Protection - Provide quality protection for Oregon consumers of real estate related service

Oregon Context N/A

Data Source Oregon Real Estate Agency Regulations Division records - specifically an electronic follow-up survey to compliance review participants.
Owner Selina Barnes, Regulations Division Manager, 503-378-4637
Compliance Rate Achieved
Bar is actual, line is target
100.00
O o
80.00
£9.0000
2000 g - e e e e
0.00
2014 2015
Data is represented by percent

1. OUR STRATEGY

This measure was developed in response to legislative direction by Budget Note, to create a measure that assesses the Agency's strategies for licensee
improvement through compliance rather than simply audit count. The Agency created this measure as a response to this direction. Through this measure, the
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REAL ESTATE AGENCY II. KEY MEASURE ANALYSIS

Agency aims to focus its resources on opportunities to bring property managers and principal brokers who participate in the review into compliance with the

real estate rules and laws.

. ABOUT THE TARGETS

The target of 90% was 1dentified as the baseline for the first year of reporting. A higher percentage of compliance by property managers and principal brokers
15 desired.

. HOW WE ARE DOING

For 2014, 69% of those property managers and principal brokers who completed the compliance review process, includmng the follow-up survey, came mto
compliance within 45 days of the review completion.

. HOW WE COMPARE

The Agency reviewed the KPMs of other state regulatory agencies in Oregon and found no comparable measures.

. FACTORS AFFECTING RESULTS

For 2014, the participants were not forewarned that they wouldn't complete the compliance review process until a follow-up survey was submitted. Because
the data for this measure relied on the respondent's completion of the entire review process, a very low response rate occuwrred. In fact, only 16 real estate
licensees completed the entire review. For 2015, it was made very clear during the mmitial email, that in order to complete this process, respondents must
subnut the follow-up survey. To date, 100% of those respondents meet complhiance after 45 days from the review.

. WHAT NEEDS TO BE DONE

The Regulations Manager, along with the Comnussioner and Deputy Commissioner, are considering options for improving or phasing out this program.
Currently, participation mn the compliance review process 1s completely voluntary. Respondents self-report their compliance with the Agency's rules and laws.
The Agency has no way to verify the accuracy of how respondents report. There 1s also a very low percentage completion rate compared to how many
mvitations for participation in the compliance review process are sent out (average of 15% participation out of total mvitations). Options that are currently
under consideration for the program include making participation mandatory or redirecting the resources to focus on the audits of Clients' Trust Accounts.
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REAL ESTATE AGENCY II. KEY MEASURE ANALYSIS

7. ABOUT THE DATA

Thus data 15 being reported on the Oregon Fiscal Year basis.
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REAL ESTATE AGENCY II. KEY MEASURE ANALYSIS

KPM 72 Percent of investigations completed within 150 days of receipt of complamt. 2000

Goal Consumer Protection - Provide quality protection for Oregon consumers of real estate related service

Oregon Context N/A

Data Source Oregon Real Estate Agency, Regulation Division records.

Owner Selina Barnes, Regulations Division Manager, 503-378-4637

Percent of cases investigated within 150 days of receipt of
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1. OUR STRATEGY

Regulations Division investigators focus solely on investigations. This work includes gathering all information necessary (including identifying and reviewing documents and interviewing witnesses),

witing a detailed mvestigative report and submutting the case to the Regulations Manager for review. The Agency will continue to hire, support. train and retain investigation staff

11/25/2014 Page 90f 21



REAL ESTATE AGENCY II. KEY MEASURE ANATLYSIS

2. ABOUT THE TARGETS

The measure was modified from the former measure: "Average Number of Days to Complete an Investigation”. The medification 13 more useful in improving investigation timeliness. The target was
selected through research of similarly charged state agencies (as well as licensing/regulatory entities cutside of Oregon). The target is the same as is used by the Oregon State Board of Nursing for a
similar measure. The target is being monitored for appropriateness as this measure is tracked by the Regulations Manager and the Commissioner on a regular basis. However, delays in receiving
responses from witnesses, needed documents, and cooperation by some. as well as the complexity of the involved issues, results in a lengthier process in Some cases.

3. HOW WE ARE DOING

Histerically, the Agency reported the "Average Number of Days to Complete an Investigation”. The Agency continnes to monitor its outcome wnder both measures and ackmowledges the value of
considering the results of both "Average Days" and the "Percent of Cases". The Agency met its performance target for FY 2014. During FY 2014, the Agency completed 62% of cases within 150
days. The Agency's results have also improved drastically under the "Average Days" measure. The average nmumber of days to complete an investigation was 128 days i FY 2013 and 130 days in
FY 2014. To provide some historical perspective, it was taking the Agency an average of 212 days to complete an investigation in FY 2010 and 267 days to conyplete an investigation in FY 2011

Again. the Agency’s performance in this area has drastically improved.

4. HOW WE COMPARE

National context: The Association of Real Estate Licensing and Law Officials (ARELI O's) Digest of Real Estate License Laws provides comparative complaint data for all states and other real estate
licensing junsdictions. but does not inchude data regarding the length of investigations. State context: The Oregon Board of Nursing (OBN) has been reporting on a very similar measure for many
vears: "Percent of cases investigated and referred to Board within 120 days of receipt of complaint." The target used by the OBN is the same as was selected by the Agency: 60%. however the
mmber of days goal is slightly less. From 2003-08 the BON investigated between 30-40% of cases within the target. However, since 2009, they exceeded their target every vear.

5. FACTORS AFFECTING RESULTS

Retaining adequate staffing for investgations is an ongoing issue. Staff with the Imowledge and expertise to investigate cases with the content of financial and real estate transaction complexity 1s vital
to contimuing to meet the performance measure. The Agency also has difficulty with recruiting for these positions due to specificity in the muninmm cualifications. There are also factors outside of
the Agency's control, such as. unavailable witnesses or information that contribute to lengthier investigations. The Regulations Division 1s fully staffed for the first time in several years.

6. WHAT NEEDS TO BE DONE

This measure helps guide workload distribution. Certain types of investigations may require a longer peried of time to complete. There may also be cases that have been in process for a longer
period of time due to unavailability of information or witnesses, or due to the large number of witnesses and the complexity of the issues involved The manager cannot necessanily assume that all
cases take close to the same amount of time. However, tracking the time to complete investigations could more closely align the types of investigations with the expertise of the mvestigators. It can
also highlight the areas that camse a stall in the process and help with an effective resolution
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REAL ESTATE AGENCY II. KEY MEASURE ANATYSIS

7. ABOUT THE DATA

Tlus data 1s being reported on the Oregon Fiscal Year basis.
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REAL ESTATE AGENCY II. KEY MEASURE ANALYSIS

KPM#3 Contested Case Actions resolved through settlement — percent of contested case actions that are resolved through informal settlement 2006
resolution and prior to a formal hearing before the Office of Adminmistrative Hearings .
Goal Excellent Customer Service

Oregon Context N/A

Data Source Regulation's Division statistics - fotal settled contested case actions to total contested case actions

Owner Selina Barnes, Regulations Division Manager, 503-378-4637

Percent of Contested Case Actions Resolved Before a
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Data 1s represented by percent

1. OUR STRATEGY

Continue promoting case resolution through settlement process.
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REAL ESTATE AGENCY

IIL. KEY MEASURE ANALYSIS

2. ABOUT THE TARGETS

The measure was added in 2005 and a target of 95% was set for FY 2006 through 2009. The administrative hearing process is expensive
and lengthy and overall impacts other regulatory services. Efficient resolution of disciplinary actions saves both sides of the regulatory
action the time and enormous expense of attorney representation in preparation for and attendance at a hearing. The Agency realizes that
a prudent measure leaves room for those cases where a hearing is strongly desired by the respondent.

3. HOW WE ARE DOING

The Agency continues to meet its performance target of 95% for this measure. In FY 2012, 98% of contested cases were settled without a hearing which exceeded the

Agency's target (in FY 2013, the Agency achieved a 99% result). In FY 2014, 95% of contested cases were settled without the hearings process (97% were resolved without a
formal hearing taking place), which meets the Agency's target.

4. HOW WE COMPARE

The Board of Accountancy has a similar performance measure (CONTESTED CASES RESOLVED BY CONSENT- Percentage of

contested cases resolved by consent agreement prior to formal hearing). Their current target is 60%, and the actual was 87% in 2012 and
100% in 2013. They are raising their target to 75%, beginning this fiscal year.

5. FACTORS AFFECTING RESULTS

The Agency continues to value the importance of the setflement process in the resolution of disciplinary actions. The respondent has the opportunity to meet with the
Regulations Division Manager after each investigation is complete to go through the settlement process. This allows each party to better understand each other, thus

improving the number of cases seftled without a formal administrative hearing. A higher number of cases that are taken to the formal hearing process would require training
additional staff in the preparation and administrative functions necessary to represent the Agency. This would also increase costs to the Agency significantly for each hearing as

well as increased workload for the Office of Administrative Hearings. However, it is not uncommen for respondents to decline a setlement agreement because they want the
opportunity to present their position in a formal administrative hearing.

6. WHAT NEEDS TO BE DONE

The Agency needs to maintain efforts to propose disciplinary actions that are an appropnate resolution for the regulation of the statutes and administrative rules that OREA.is
responsible for, whether the resolution is through a settlement agreement or by an administrative hearing.

7. ABOUT THE DATA
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REAT ESTATE AGENCY II. KEY MEASURE ANALYSIS

This data is being reported on the Oregon Fiscal Year basis .
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REAL ESTATE AGENCY II. KEY MEASURE ANATYSIS

KPM #4 Percent of licensees who rate the board-administered exam as “good” or “excellent” as an effective screen for competent and ethical 2013
professionals.
Goal Provide excellent customer service and consumer protection.

Oregon Context

N/A

Data Source

The Agency has pre-defined an automatic email event to select licensees (brokers, principal brokers, and property managers) who have been
licensed for six months to receive an email with a link to this survey. The survey data 1s currently housed in Survey Monkey. Also included
on the survey are questions about education providers.

Owner

Stacey Harrison, Education Division Manager, 503-378-4585

Percent of property managers/principal brokers who rate
the bomd—admgg@ggﬁwgﬁgpﬁg? or ?excellent? as
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1. OUR STRATEGY
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REAL ESTATE AGENCY II. KEY MEASURE ANATYSIS

The Agency will continue to work with its examination vendor and review all test questions for clarity. In addition, the Agency will continue fo review education
materials with the Real Estate Board and licensees for content. The Agency will use the responses from this survey to evaluate the performance of 1ts

licensing test questions and its exanunation vendor.

.ABOUT THE TARGETS

The target of 75% was identified as the baseline for the first year of reporting. A higher percentage of "good" or "excellent” responses is desired.

. HOW WE ARE DOING

For 2014, 72% of licensees rated the examination as "good" or "excellent" as an effective screen for competent and ethical professionals.

. HOW WE COMPARE

The Agency reviewed the KPMs of similarly charged state licensing and regulatory agencies in Oregon and found no measures of the effectiveness of licensing

examinations.

. FACTORS AFFECTING RESULTS

Licensees who have failed the examination tend to express negative responses to survey questions related to the examination. The Agency also suspects that
licensees are more prone to provide a lower rating of the examination 1f they were not fully satisfied with their pre-license education provider.

. WHAT NEEDS TO BE DONE

The Agency will look at methods of ensuring all pre-license education 1s current. The Agency will also meet periodically with ifs examination vendor and the

Board to improve the examimations by reviewing the test items for both accuracy and relevance.

. ABOUT THE DATA

This data is being reported on the Oregon Fiscal Year basis.
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REATL ESTATE AGENCY

II. KEY MEASURE ANALYSIS

KPM#5 CUSTOMER SERVICE — Percent of customers rating their satisfaction with the agency’s customer service as “good™ or “excellent™: 2006
overall customer service, timeliness, accuracy, helpfulness, expertise and availability of information.
Goal To unprove customer satisfaction through excellent customer service.

Oregon Context

N/A

Data Source

The Agency's Business and Licensing Services Manager sends the customer satisfaction survey to 1ts licensees (brokers, principal brokers,

and property managers) by email after they've renewed their license in eLicense (approximately 800 per month). The Agency maintains an

active email address for all licensees. Beginning in 2013, the surveys were also electronically sent to every person who had submitted an

mquiry to the Agency's general email mbox (orea.info@state or.us). Historically the Agency didn't follow-up with this population,

however the effort was started in order to expand and diversify the pool of survey respondents.

Owner

Erica Kleiner, Business and Licensing Services Division Manager, 503-378-4409

Percent Rating Service Good or Excellent

Accuracy Anaiability of Expertise Helpfulness. Cnerall Timeliness
Information

g 2008
2008
[ 2010
O 2012
O 2012
W 2014
[l Target

1. OUR STRATEGY
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REAL ESTATE AGENCY II. KEY MEASURE ANALYSIS

The Agency is committed to providing its licensing services electronically and licensees are encouraged to manage their licenses online . They can submit
applications, change information, make payments, check their statuses, etc. all online without having to call the Agency. The Agency is committed to providing
customer assistance and support to licensees and the public when needed. The surveys help the Agency to determine areas of strength and needed improvement .
The survey responses are monitored on a weekly basis and requests for follow-up are fulfilled immediately. The results of the customer satisfaction survey are also
shared with upper management on a monthly basis.

2. ABOUT THE TARGETS

Based on initial results of this measure, targets are set at 85%, with the exception of Accuracy, where the expectations will continue to be 90%. The Agency does
strive to achieve a 100% result in the "good" or "excellent” categories when it comes to customer service.

3. HOW WE ARE DOING

The "good” and "excellent” responses decreased slightly across response categories in FY 2013. However, they improved in FY 2014,
The Agency suspects the drop in response rates occurred in 2013 due to two factors: one being the implementation of the elLicense

system and the dramatic changes to the Agency's licensing processes and the second being that prior to 2013, the Agency didn't solicit
input from indviduals that contacted the Agency with issues through its main inbox (orea.info@state. or.us). Some individuals prefer a more
manually run licensing process, allowing them to submit paper application forms and physical payments. Licensees have adjusted to the
new system. They generally appreciate the flexibility and reduced processing times that the online system enables them. The Agency will
continue to refine the electronic system in order to improve the user experience. In fact, the Agency will be launching a new version in early
2015, which will drastically improve the "look and feel” of the eLicense system. The goal with sending the customer satisfaction surveys to
individuals who contacted the Agency through its main inbox, was to diversy the pool of survey respondents. Generally these are
individuals who have some type of "issue” with either a licensing process or the Agency in general. Or they are contacting the Regulations
Division with a questions. The Agency felt that only surveying individuals who had successfully renewed their licensees was not fully
transparent, and may have skewed the results. Again, this diversifies the pool from which the Agency solicits input from. The Agency
expects that its results will continue to improve over the next two years.

4. HOWW WE COMPARE

Since this is a standardized measure, the Agency surveyed the results of other similarly charged state agencies in Oregon and the averages of the results achieved
by these agencies are comparable to the results achieved by OREA across the categories in FY 2014.

5. FACTORS AFFECTING RESULTS
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REAL ESTATE AGENCY

II. KEY MEASURE ANATYSIS

Real estate licensees are, 1 general, mindful of regulatory requirements and seek information both on the website and from Agency staff. Office policies and

procedures encourage staff members to provide excellent customer service in the performance of their duties . Investment by the Agency in customer service
tramimgs 1s made on an annual basis.

6. WHAT NEEDS TO BE DONE

The Agency will continue to solicit input regarding how to improve its electronic licensing system . Agency management will also continue to follow-up with any
individual who contacts the Agency through its main email inbox within a one week period .

7. ABOUT THE DATA

This data is being reported on the Oregon Fiscal Year basis.
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REAL ESTATE AGENCY

III. USING PERFORNMANCE DATA

Agency Mission: To provide quality protection for Oregon consumers of real estate, escrow and land development services, balanced with a professional
environment conducive to a healthy real estate market.

Contact:  Erica Klemer

Contact Phone: 503-378-4409

Alternate:

Alternate Phone:

The following questions indicate how performance measures and data are used for management and accountabilitv purposes.

1. INCLUSIVITY

= Staff : Assists with regular review of performance measure results and development of meaningtul measures.
= Elected Officials: Provide input and approve key performance measures through DAS and Legislative members.

= Stakeholders: Assists the Agency in setting realistic goals and directing the content of the performance measures
by providing feedback through general discussions.

* Citizens: The Agency also provides opportunity for feedback through phone contact and via email, analyzing the
information provided to determine the Agency's performance achievements.

2 MANAGING FOR RESULTS

Agency management tracks performance measures quarterly and some are tracked monthly. Results are
communicated to Agency staff through the Agency's mnfranet. Management solicits mput from staff on performance
goal achievement, and takes into account the feedback from staff that will help strengthen the performance of the
Apgency. Managers make decisions to allocate resources, both staff time and funding, based on quarterly results. The
Agency will closely examine performance measures to determine 1f they are accurately measuring the impact of the
Apgency's business practices with the interest of government and key stakeholders.

3 STAFF TRAINING

In the past year, staff have been tramned on how to use eLicense. The Licensing Specialists have had m-house training
on providing excellent customer service, and employee position descriptions include customer service as a primary
function and responsibility. The Agency and each division within the Agency has set customer service standards.

4 COMMUNICATING RESULTS

* Staff : Performance measurements are a frequent topic of discussion, both directly and indirectly, during
management, division, and staff meetings to assure compliance with the imtiatives. The Regulation Division Manager
and the Business and Licensing Services Manager both discuss division workload at the division staff meetings, and
process improvement suggestions are continuously encouraged. Division staff meet as needed to discuss workload
and process improvement.
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* Elected Officials: The Agency includes the Annual Performance Progress Report 1n each budget document for

review by elected officials.

* Stakeholders: The Agency will include the annual progress report each year on the Agency website in order to
solicit feedback from the industry and the consumer. The report will be provided to the Oregon Real Estate Board
biennially for their review and input.

* Citizens: The Agency's performance measures and annual report are posted on the Agencys website:

http://www rea state.or.us.
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10% Reduction Options (ORS 291.216):

ACTIVITY OR PROGRAM

DESCRIBE REDUCTION

AMOUNT AND FUND TYPE

RANK AND JUSTIFICATION

(WHICH PROGRAM OR ACTIVITY WILL NOT
BE UNDERTAKEN)

(DESCRIBE THE EFFECTS OF THIS REDUCTION.
INCLUDE POSITIONS AND FTE IN 2013-15 AND
2015-17)

(GF, LF, OF, FF. IDENTIFY
REVENUE SOURCE FOR OF, FF)

(RANK THE ACTIVITIES OR PROGRAMS NOT
UNDERTAKEN IN ORDER OF LOWEST COST
FOR BENEFIT OBTAINED)

1. Eliminate two Administrative

Specialist positions.

OTHER EXISTING AGENCY STAFF MEMBERS
WOULD BE REQUIRED TO PICK UP THESE
DUTIES. LICENSEES WOULD LACK IMMEDIATE
CUSTOMER SUPPORT THEREBY IMPACTING
THEIR LICENSES.

$220,000

OTHER FUNDS

3. Eliminate two Financial Investigator 1
positions.

OTHER EXISTING AGENCY STAFF MEMBERS
WOULD BE REQUIRED TO PICK UP THESE
DUTIES. DELAYS IN CASE RESOLUTION WOULD
BE EXPECTED.

$250,000

OTHER FUNDS

4. Eliminate the use of physical mailings.

LICENSEES WOULD RISK NOT RECEIVING
CRITICAL INFORMATION FROM THE AGENCY,
POTENTIALLY IMPACTING THEIR ABILITY TO
CONDUCT REAL ESTATE BUSINESS IN OREGON.

$50,000

OTHER FUNDS

5. Reduce use of instate and out-of-state
travel.

AGENCY WOULD CEASE OR DECREASE OUT-OF-
AREA BOARD MEETINGS AND EMPLOYEES
WOULD NOT BENEFIT FROM TRAINING OFFERED
OUTSIDE OF THE SALEM AREA. AGENCY
MANAGEMENT WOULD NOT BE ABLE TO
CONTINUE PARTICIPATION IN THE ASSOCIATION
OF REAL ESTATE LICENSING AND LAW
OFFICIALS.

$100,000

OTHER FUNDS

6. Reduce use of the Attorney General for
legal advice and enforcement actions.

WITHOUT LEGAL ADVICE, THE AGENCY MIGHT
INADVERTENTLY TAKE INCORRECT ACTIONS
RESULTING IN COSTLY LITIGATION.

$92,379

OTHER FUNDS

TOTAL REDUCTIONS

$712,379

OTHER FUNDS




Secretary of State Review of Agency’s Financial Controls:

Office of the Secretary of State B Audits Division
Kate Brown Gary Blackmer
Secretary of State Director

Robert Taylor

255 Capitol St. NE, Suite 500
Deputy Secretary of State

Salem, OR 97310

(503) 986-2255
fax (503) 378-6767

June 11, 2014

Gene Bentley, Commissioner
Oregon Real Estate Agency
1177 Center Street NE
Salem, Oregon 97301-2505

Dear Mr. Bentley:

We performed a limited inspection of Oregon Real Estate Agency’s (OREA) established internal
controls over selected financial accounts as a result of its transition from Department of
Administrative Services’ accounting services to the use of an in-house accountant. Our
objective was to consider whether selected controls were adequately designed and
implemented to meet financial reporting objectives. We also performed limited testing of
controls to determine if they were operating effectively. To meet our objective, we looked at
internal controls over the following accounts:

= Cash

= License Revenue

» Mileage Reimbursement Expense

= Salary Expense

= Other Receivables/Allowance for Uncollectibles

= Securities Held in Trust/Reserved Securities in Trust

In addition, we reviewed OREA’s compliance with licensing requirements established by
Oregon Revised Statutes (ORS).

Based on our inspection, we found most of OREA’s controls appear to be sufficient; however,
we did find some areas where controls can be implemented or strengthened. The high level of
collaboration with your staff has already allowed for the immediate implementation of some of
the following recommendations.

8 1 S A ecuritie

Per ORS 696.525 and 696.527, escrow agencies must deposit surety bonds or other securities
for atleast $50,000 at the time of licensure. When OREA assumed the accounting function from
Department of Administrative Services (DAS), approximately $6.125 million in security bonds
had not been recorded as assets (securities in trust) or liabilities (reserved securities).
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To provide assurance of compliance with the ORS, we recommend management consider
implementing the following controls:

= reconcile eLicense records to Oregon State Treasury’s records of securities on deposit;

= systematically review eLicense records to ensure securities have not expired, bonds exist and
both are recorded in the correct amount; and

 add a step to the financial year-end procedures to ensure bonds held at OREA are recorded in
the financial records.

2. Other Receivables-Noncurrent/Allowance for Uncollectibles

When OREA assumed the accounting function from DAS, civil penalties that were expected to
be collected within 90 days of fiscal year-end were recorded as noncurrent receivables but
should have been recorded as current receivables. In addition, the noncurrent receivables
included penalties dating back to 1981 that could have been written off as uncollectible, in
accordance with ORS 293.240. When recording receivables, management should consider
GASB 65, which takes effect this year and changes the reporting requirements for some items
previously reported as assets and liabilities.

We recommend management implement procedures and internal controls to more accurately

estimate collectible civil penalties by developing an allowance methodology that estimates the
amount sent to private collection agencies that may be uncollectible, and developing criteria to
determine when amounts should be written off as uncollectible.

3. Cash Receipts
Although OREA employs compensating monitoring controls over the opening of cash receipts

in the office, controls could be added to strengthen compliance with Oregon Accounting Manual
10.20.00.P0.103.

We recommend management consider:

= adding logging of receipts to the receptionist’s duties; and
= comparing the receipt log to eLicense after the data has been entered.

We appreciate the time, effort and cooperation your staff provided. The professionalism we
encountered and openness to suggestions have made this a collaborative process, and
hopefully provided you with useful information.

This letter is intended solely for the information and use of OREA management and is not
intended to be and should not be used by anyone other than these specified parties. Should
you have any questions, please contact Janet Lowrey or me at (503) 986-2255.

Sincerely,
OREGON AUDITS DIVISION
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Julianne Kennedy, CPA
Audit Manager
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ce: Dean Owens, Deputy Commissioner



Agency’s Response to Secretary of State Review of Financial Controls:

eLicense system. The accountant will also compare the eLicense reportl to the receipt
log.

The Agency’s relevant fiscal policies have been revised to reflect the recommendations
sternming from this review.

Once again, we appreciate the time and effort taken by your staff to help us improve our
internal controls. You provided us with useful information that has served to greatly

strengthen our processes.

Sincerely,

Gene Bentley
Oregon Real Estate Commissioner

cc: Janet Lowrey, Senior Auditor



List of Position Reclassifications during the 2013-15 Biennium:

Upward Reclassifications

Compliance Specialist 1 to Compliance Specialist 2 — Increased biennial cost of $19,776

Public Service Representative 4 to Compliance Specialist 1 — Increased biennial cost of $9,096
Administrative Specialist 2 to Compliance Specialist 1 — Increased biennial cost of $9,096

Principal Executive Manager C to Operations and Policy Analyst 3 — Increased biennial cost of $7,824
Information Systems Specialist 5 to Informations Systems Specialist 6 — Increased biennial cost of $9,912

vk wnN e

Total Salary Changes: $55,704 Other Funds

Downward Reclassifications

1. Administrative Specialist 1 to Office Specialist 2 — Decreased biennial cost of $7,488
2. Investigator 2 to Administrtaive Specialist 2 — Decreased biennial cost of $9,096
3. Prinicipal Executive Manager D to Program Analyst 4 — Decreased biennial cost of $8,112

Total Salary Changes: $24,696 Other Funds




New hires made during the 2013-15 Biennium:

Two newly hired Financial Investigator 1 (FI1) positions -

The first position was hired in November, 2013 at step 1 of the salary range.

The second position was hired in September, 2014 at step 7 of the salary range. The position was hired at above step 2 of the FI1 salary
range because the candidate came to the Agency with exceptional qualifications. The salary mentioned above was equal to what the
candidate was currently earning (in another position) at the time of the recruitment process. At times, it has been difficult to find well
qualified applicants for these particular positions. The candidate came to the Agency already possessing a strong background in the real
estate and property management fields and was already an experienced investigator, including auditing financial records. With the
background and experience of this employee, the time required to learn the Agency-specific laws, rules and procedures was rapidly
reduced. This allowed the employee to begin handling an investigative caseload in significantly less time than usual.

One Office Specialist 2 (0S2) position —

This position was hired in July, 2013 at step 7 of the salary range. The position was hired at above step 2 of the OS2 salary range
because the chosen candidate came to the Agency with exceptional qualifications. The candidate possessed an educational background
relating directly to the skills needed to be immediately successful in this position. The candidate also worked in various capacities within
the business/administrative field in the private sector for over thirty years. As cited above relating to the FI1 position, this employee
could perform all of the needed duties for this position immediately upon hire, and therefore a lengthy training period to bring the
employee “up to speed” was unnecessary. It is also notable that this position is one of the most visible of the Agency. The addition of a
Receptionist and subsequent elimination of an automated “phone tree” proved to be extremely beneficial to licensees.



Ending Balance Form:

UFDATED OTHER FUNDS ENDING BALANCES FOR THE 2013-15 & 201517 BIENNIA

Agency: Oregon Real Estats Agency
Contact Person {Name & Phone #): Erica Kleiner 503-373-4408
(al (b} (=] (e} ] {f} i"}}' (i £}
Other Fund Constitutional and/or | 201315 alance nding Balance
Tvpe Pr m Area (SCEY [ T Fund #/N, [ Dezcription Statutory reference In LA hwlset! In Z5L Revised Comments

“2015-17 C5L anly included an ending balance of
530,263, however the Agency werked with DAS in
Septamber to tim unused expanditure limitation
during the praparaticn stage for the Govermor's
Recommended budged. The Agency has continued
o pracos cost reduction strategies whene possibla,
but the Agensy's worklcad has made filling reaakning
positon vacancies [especially those devoied to the
ragulatory affort) necassary. A waak real
estate markst, which bottomed out in 2012, end now
continues ko Improve, mede it necessary for the
lAganoy o use same of its endirg balance to covar
expenses. The Agency is in the early planning phase
to request a fes increase for the 201719 budget. if
tha request ia approved, itwill b the first fas
increase for real esists fivensees in over 20 years,
The Agengy will geniinug o monitgr s ending
|[b2lance thrausghaut the 201517 Blannium and
reduce s expeanses when nacessary. 1 addifion ta
21900-050-00-00- reductions in Service & Supplies, this could inchads
Limiltzd oooog Agency 818 Fund 4550 (Cperations. ORS 698,480 TBAZH4T 1218829 514.214 801.016] holdng position vacancies to resoup savings.




